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PART 1 - PROPOSAL SUBMISSION

1.0 Introduction

On July 16, 1994, the Horse Racing Redevelopment Act (" the Act") was enacted in the State of Delaware
allowing the three existing racetracks, upon license approval, to implement video lottery terminals within
their facilities. The purpose of the Act was to increase the economic activity and vitality of Delaware's
harness and thoroughbred horse racing industries.

The three Delaware racetracks licensed and authorized to operate video lottery terminals pursuant to the Act
are Delaware Park, Dover Downs, and Harrington Raceway. Presently atotal of 6581 video lottery terminals
areingtalled at the three tracks.

Legislation was recently enacted in the State allowing for the operation of multi-player video lottery
machines in addition to video lottery terminals currently in operation at existing agent locations. The
Delaware State Lottery (hereinafter referred to asthe “DSL” or the "Lottery") isissuing this Request for
Proposals (RFP) to invite interested manufacturers and/or distributors of multi-player video lottery machines
containing games such as poker, blackjack, roulette, horseracing, craps etc. to submit proposals for the lease,
installation, and operation of these machines at the three racetracks. It isanticipated that several providers
may qualify under this RFP. This RFP is being issued under the terms of the Delaware procurement
provisionsin 29 Del. C. §4820(b) and 29 Del. C. §86981-82.

Precise quantities and types of machines ordered will depend on the needs of the tracks. It is anticipated that
multiple quantities of machines containing different game types will be needed.

The written agreements with successful bidders resulting from this RFP will become binding and effective
after approval by the Lottery Director. In the following text, the terminology “the successful bidder” refers
to aparticular firm, among several likely to receive awards. Similarly the term “the contract” will refer to a
particular contract, of the several likely to be executed by the Lottery. Please note that all contracts will be
contingent upon the successful bidder’ s being granted a technology provider license by the Lottery.

1.1 Lottery Objectives

The Lottery has the following objectives for issuing this RFP and entering into contracts for the installation
and operation of multi-player video lottery machines:

. To qualify manufacturers and/or distributors of multi-player video lottery machines to supply the
necessary equipment for the State of Delaware;

. To contract only with manufacturers and/or distributors who are or will be licensed as technology
providers under the standards set forth in 29 Del. C. 84805 (a) (17). Please note that the licensing of
bidders will commence upon the selection of the successful bidders. Contracts with successful
bidders will be contingent upon the bidder being granted a technology provider license by the DSL;

. To contract with the bidders (please see definition of “bidder’ under “Glossary of Terms’) whose
proposals are determined to be the most advantageous to the State taking into consideration the
evaluation factors set forth in this RFP,

. To install machines that will be able to meet the needs of the Lottery for at least the next five years;

. To obtain machines that are operationally sound, provide the highest level of integrity and security,
and minimize risk for the Lottery;



. To possibly obtain machines from multiple bidders that are sufficiently flexible to meet the Lottery's
changing requirements and in the best interests of the State; and

. To maximize the net proceeds from video lottery sales for the State of Delaware
1.2 Communications Through the Chairman of the Evaluation Committee

The Lottery isthe sole point of contact with regard to all procurement and contractual matters relating to the
goods and services described herein. The Lottery isthe only office authorized, and hereby reserves the right
to clarify, modify, amend, alter or withdraw the specifications, terms, and conditions of this RFP and any
contracts awarded as a result of the RFP.

All communications concerning this procurement must be addressed in writing to:

Mr. Donald R. Johnson

Chairman of the Evaluation Committee
Delaware State L ottery

1575 McKee Road, Suite 102

Dover, Delaware 19904

Voice: (302) 744-1615
FAX: (302) 739-6706

1.3 Restrictionson Communications

Questions or comments concerning this procurement shall be addressed in writing to the Chairman.
Committee personnel and Lottery employees are permitted to communicate with bidders concerning this RFP
only under the circumstances described in the Lottery's “ Procedures and Guidelines for Procurement”
document (see Appendix A). Any bidders causing or attempting to cause a violation or circumvention of
those standards may, in the sole discretion of the Lottery, be disqualified from further consideration. Once
this RFP has been issued, bidders are to have no contact with any other potential bidders regarding the
contents of the RFP or the contents of any bidder's proposal.

1.4 Term of Contracts

The contracts resulting from this RFP are expected to be in effect for a period of five (5) years. The
contracts may be extended at the discretion of the Lottery, with the concurrence of a successful bidder, for up
to three (3) two-year extensions.

The written agreements resulting from this RFP will become binding and effective after approval by the
Director of the DSL. The apparent successful bidders are expected to enter into written agreements within
thirty (30) days after notification by the DSL. The contracts thus entered into will be contingent upon the
bidder being granted a technology provider license by the DSL. The licensing process will commence upon
the selection of successful bidders. (Please visit the Lottery website at www. delottery.com and go to “Video
Lottery Rules and Regulations” to learn more about the technology provider licensing process).

1.5 Glossary of Terms
"agency" - the Delaware State L ottery Office created pursuant to 29 Del. C. chapter 48.

"agent" or "licensed agent" or "licensed video lottery agent” - a person licensed by the Director of the agency
to conduct licensed video lottery operations.



"applicant” - any person applying for alicense authorized under these regulations.

"background investigation" - the security, fitness and background checks conducted for licensure of an
applicant under 29 Del. C. chapter 48.

"bidder" - atechnology provider that may respond to this RFP. For purposes of this RFP, the bidder shall
either be a North American based manufacturer or distributor, or, if a non-North America based
manufacturer, shall have a North America presence by virtue of an active division or office within North
America

"central system or central computer system” - the hardware, software and network components which link
and support all multi-player video lottery machines and the central site.

"central system provider" - a person with whom the agency has contracted for the purpose of providing and
maintaining a central communication system and the related management facilities with respect to operating
and servicing the multi-player video lottery machines.

"central site" - the location where the central video lottery communications control systems shall be located.

"certification" - the authorization by the L ottery in accordance with its inspection and approval of multi-
player video lottery machines and games, such certification to relate to hardware, firmware, or software.

"credit" - the opportunity provided to a player to play avideo game or redeem the credit for cash.
"Director" - the Director of the Delaware State L ottery Office as established by 29 Del. C. chapter 48.

“Distributor” — athird party representative of an original manufacturer of multi-player video lottery
machines.

“Draw” — the amount retained by the house in a game of poker.

"franchise game" - any game for which the technology provider is required to pay an additional fee to athird
party.

"key employee" - an individual employee, person or agent of an applicant or licensee who has the power to
exercise considerable influence over significant decisions concerning the applicant's or licensee's business.

"kind, type and number" - the varieties of multi-player video lottery machines that may be selected for
installation, and the quantities in which they may be installed.

"license" - the authorization granted by the agency which permits an applicant to engage in defined video
lottery operations as an agent or technology provider.

"license application" - the process by which a person requests licensure for participation in the video lottery
operations.

"licensee" - any person authorized by the Director to participate in video lottery operations.

"lottery" - the public gaming system or games established by law and operated by the Delaware State L ottery
Office.

"manufacturer" - an entity that designs and assembles multi-player video lottery machines including the
design and manufacture of software for use in these machines.
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"maximum wager limit" - the maximum amount that can be wagered on a single play on any single video
game event outcome, as determined by the L ottery Director.

“multi-player video lottery game” — any game played on a multi-player video lottery machine, such asa
variation of poker, roulette, blackjack, craps or horseracing.

“multi-player video lottery machine” — a machine consisting of multiple player stations that are capable of
accepting bills and/or credit dlipsin order to play games of chance, the results of which are randomly
determined.

“multi-player video lottery station” — one terminal among several video display terminals that make up a
multi-player video lottery machine. Each station is capable of accepting bills and/or credit slipsin order to
play games of chance, the results of which are randomly determined.

"net proceeds’ - the total amount of credits or cash played less the total amount of credits or cash won by the
players.

"owner" - a person who owns, directly or indirectly, ten percent or more of an applicant or licensee.
"person” - an individual, general partnership, limited partnership, corporation or other legal entity.
"player" - an individual who plays a multi-player video lottery machine.

"premises’ - the building and grounds occupied by alicensed agent where the agent's video lottery operations
occur or support facilities for such operations exist, such as facilities for the service of food or drink,
including those areas not normally open to the public, such as areas where records related to video lottery
operations are kept. "Premises’ do not include areas where such operations or facilities do not take place or
exist, such asracetrack areas that are wholly unrelated to video lottery operations. The boundaries of the
premises will be delineated on the floor plan in an agent's business plan.

"request for proposals (RFP)" - a document developed under the direction of the Delaware State Lottery
Office for the purpose of soliciting responses from potential technology providers as a means of acquiring
bids for goods or services.

"service technician” - any person who performs service, maintenance and repair operations on multi-player
video lottery machines.

“successful bidder” - atechnology provider who has responded to this RFP, has been evaluated by the
Evaluation Committee and found qualified to provide multi-player video lottery machines to the Lottery. It
should be noted, however, that being designated a successful bidder does not in itself guarantee an order for
machines nor does it insure the issuance of atechnology provider license.

"technology provider" - any person seeking to contract with the agency for the provision of goods or services,
including management services, related to video |ottery operations, the provision of which requires alicense
pursuant to 29 Del. C. chapter 48.

“video display terminal” — a gaming device that primarily uses a video display to communicate gaming
information to the player.

"video game" - any game played on a multi-player video lottery machine, such as a variation of poker,
blackjack, roulette, craps or horseracing.



"video game event outcome" - the result of avideo game achieved by a player at a multi-player video lottery
machine.

"video lottery" - any lottery conducted with a video lottery terminal, linked video lottery terminals and/or
multi-player video lottery machines.

"video lottery operations employee” - an individual employee, person or agent of an applicant or licensee
who isresponsible for the security of multi-player video lottery machines, or responsible for handling multi-
player video lottery machine proceeds, or is otherwise employed in a position that allows direct accessto the
internal workings of multi-player video lottery machines.

1.6 Schedule

All dates are subject to change by the Lottery.

Event Date
RFP Issued January 27, 2006
Bidders Written Questions Due March 3, 2006
Responses by Lottery to Questions March 17, 2006
Bidders Proposals Due April 14, 2006
Site Visits, presentations and/or Demonstrations May 12, 2006
Apparent Winning Proposal (s) Designated June 9, 2006
Approval by the DSL Director June 16, 2006
Contracts Executed by July 14, 2006
Full Production Operation Date September 1, 2006

All schedule dates for delivery of documents have a deadline of 3:00 P.M. Eastern Time associated with
them.

1.7 Information From Other Sour ces
The Lottery reserves the right to obtain from sources, other than the bidder, information concerning a bidder
which the L ottery deems pertinent to this RFP and to consider such information in evaluating the bidder's
proposal.
1.8 RFP Clarification Process
Clarification questions regarding the RFP may be submitted to the Lottery in accordance with the schedule
noted above. Such clarifications must be sent in atimely manner to the Chairman of the Evaluation
Committee (see RFP 1.2).  Clarifications must be hand-delivered, delivered by a contract delivery service,
or sent through the U.S. Postal Service. All bidder questions and all Lottery answers will be made available
to every RFP recipient. Any change in the RFP will be communicated by published responses and/or RFP
amendments.
1.9 Amendmentsto Request for Proposals
An amendment to the RFP shall be issued to:
A. Make changesin the RFP

B. Correct defects or ambiguitiesin the RFP



C. Change the date, place, or time of the bid opening

Amendments to the RFP shall be so identified and shall be sent to all vendors to whom the agency
distributed an RFP.

The agency will obtain verification of bidder receipt of all amendments issued.
1.10 Clarificationsto the Proposals

Clarifications from bidders may be requested by the Lottery for the purpose of resolving ambiguities or
questioning information presented in the proposals. Clarifications may occur throughout the proposal
evaluation process. Clarification responses shall be in writing and shall address only the information
requested. Clarifications of proposalswill be issued by, and responses received by, the Chairman of the
Evaluation Committee. Clarification responses must be hand-delivered, delivered by a contract delivery
service, or sent through the U.S. Postal Service. Responses shall be submitted within the reasonable time
frame specified by the Lottery.

1.11 Proposal Due Date
Proposals pursuant to this RFP must be submitted and received by the RFP Evaluation Committee
Chairperson of the DSL as of the date and time shown in the schedul e section of this RFP. Any proposal
received after this date and time shall not be considered and shall be returned unopened. The proposing firm
bears the risk of delaysin delivery. Delivery isthe sole responsibility of the bidder.

The official date and time of receipt will be indicated by the DSL date and time stamp. Late proposals that
are rejected will be returned unopened to the bidder.

1.12 Demonstrability of Proposed M ulti-Player Video Lottery Machines

The Lottery requires that all equipment and software proposed by the bidders, at a minimum, be capable of a
demonstration that indicates the bidder's ability to meet the L ottery's requirements.

The demonstration(s) may consist of asimulation at the Delaware State Lottery's officesin Dover, Delaware
or at the bidder's facilities, or may consist of observing operations at another jurisdiction; or a presentation at
some other appropriate venue, as approved by the Lottery. The Delaware State L ottery Evaluation
Committeeis limited to travel in North Americafor any such demonstrations.

It is not required that every software and hardware item in the proposed configuration already be operational
in some setting; however, the Lottery does not intend to install configuration items which are at the
specifications or prototype stage only. Products bid must have been satisfactorily tested both in bidder
development laboratories and by prospective customers, and be in production or ready for production and
delivery to customers.

Products that are not demonstrable may subject the bidder's proposal to rejection.
1.13 Proposal Form
Each proposal shall consist of two sections as described bel ow, with the two sections packaged and sealed

separately for submission by hand delivery, contract delivery service, or U.S. Postal Service to the address of
the Chairman of the Evaluation Committee (RFP 1.2).




Thefirst proposal section must include descriptive and technical matter to the exclusion of price or cost
submissions and must be appropriately |abeled on the exterior of the submission package. Seven copies of
this part are to be delivered.

The contents of the technical (non-price) volume must follow this outline:

A. Transmittal |etter.

B. Disclosure of litigation, if any (See 1.15).

C. Agreement to comply with all Terms and Conditions (Part 2)--exceptions must be noted.
D. Proposal (bid) bond (See 1.26).

E. Litigation bond (See 1.27).

F. Statement of Non-Collusion (See Appendix B).

G. Response to Specifications (Part 3); in identical order to Part 3 subsections. Each game type, such as
poker, blackjack, roulette, etc., can have a separate response to specifications.

The second proposal section is to include the price information and must be so identified on the exterior of
the submission package. The price proposal must be signed in ink by an individual authorized to legally bind
the bidder. Seven copies of the second part are to be delivered.

The contents of the pricing volume must follow this outline:
A. Transmittal |etter.

B. Pricing for the baseline products and services. Each game type, such as poker, blackjack, roulette
etc., can have a separate price.

C. Separately priced optional features with each game type.
1.14 Opening of Proposals

The technical proposals will be opened publicly by the RFP Chairperson immediately after the proposal due
date and time at the DSL offices, 1575 McKee Road, Suite 102, Dover, DE 19904. The name of each
bidder and such other relevant information asis specified in this RFP will be read publicly. All other
information contained in the proposals shall be kept confidential so asto avoid disclosure of contents
prejudicial to competing bidders during the process of negotiation. The Lottery may extend the time and
place for opening of bids from that set forth above on not less than two (2) calendar days notice, by certified
delivery, facsimile machine or other electronic means to those bidders who obtained copies of the RFP.
Price proposals shall remain sealed throughout the technical proposal evaluation.

1.15 Litigation and Investigations

Each bidder must include in its proposal a complete disclosure of any pending civil or criminal litigation or
investigation involving the company. Thisisa continuing disclosure requirement; any litigation or
investigation commencing after submission of a proposal must be disclosed in atimely manner in awritten
statement to the Lottery. If an award has been made and is now under appeal, state the amount of the award,
if known. Failure to notify the Lottery of an investigation may result in rejection of the bidder's proposal or
termination of the contract.



1.16 Change of Financial Condition

If a bidder who has submitted a proposal in response to this RFP experiences a substantial change in financial
condition prior to the award of a contract pursuant to this RFP, or if a successful bidder experiences a
substantial change in financial condition during the term of a contract with the Lottery, then the Lottery’s
Deputy Director for Video Lottery must be notified in writing at the time the change occurs or isidentified.
A "substantial change" in financia condition is defined as any event which, following generally accepted
accounting practices, would require a notation in the audited annual report. Failure to notify the Lottery of
such a change may result in the rejection of bidder's proposal or termination of the contract.

1.17 Proposal Contents

Each bidder is expected to provide the Lottery with information, evidence and demonstrations that will make
possible the selection of the proposals most advantageous to the Lottery and in the best interests of the State,
taking into consideration the evaluation factors set forth in this RFP.

At aminimum, proposals must be fully responsive to the specific requirements stated in this RFP. All
proposed hardware, software, and services must be included in the final delivered system unless specifically
excluded by the Lottery.

Each proposal must identify any requirement of this RFP that the bidder cannot satisfy.

1.18 Proposal Disclosure Prohibition

Disclosure by a bidder of proposal contents prior to the award of a contract under this RFP may result in
rejection of the proposal. In particular the bidder must complete a Statement of Non-Collusion for
submission with the proposal (Appendix B).

1.19 Disclosure and Owner ship of Proposal Contents by the DSL

All proposals will become the property of the DSL and will not be returned to the bidders. All bidders
should be aware that government solicitations and responses are in the public domain. If the bidder wishes,
it may specifically label each page of the proposal deemed to contain trade secrets, commercial or financial
information, or proprietary data of aprivileged or confidential nature under 29 Del. C. chapter 100. Such
reguests will not be legally binding on the Evaluation Committee to prevent disclosure under the Freedom of
Information Act but may be evaluated under the provisions of the Act, 29 Del. C. chapter 100. Any final
decisions will be made at the sole discretion of the DSL.

Any and all materials submitted by the bidder become the property of the DSL and may be returned only at
the option of the DSL. The DSL reserves the right to use any and all information contained in a proposal to
the extent permitted by law.

1.20 Multiple Proposalsfrom One Bidder Not Allowed
A bidder may submit a single proposal only. However, within this single proposal, multiple specifications
(Part 3 of this RFP) and price (Part 4 of this RFP) submissions (one per game type such as poker, blackjack,
roulette, etc.) are permitted. Multiple proposals from a single bidder will not be considered and the bidder
will be subject to disqualification.

1.21 Nonexclusive Rights

Nothing in this RFP or any contracts resulting from this RFP shall preclude the Lottery from leasing other
multi-player video lottery machines, services, or related equipment, for usein DSL video lottery operations.
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1.22 Costs Associated with Proposal

Neither the Lottery nor the State of Delaware shall be liable for any of the costs incurred by a bidder in
preparing or submitting a proposal.

1.23 Acceptance Period

Proposals must remain valid for one year from the date of proposal submission. Proposals containing aterm
of less than one year may be rejected. Bidders shall be strictly held to the terms in their proposals.

1.24 Rejection or Selection of Proposals

The Lottery anticipates placement of the multi-player video lottery machines that are the subject of this RFP
in al three of the premises of Delaware's licensed video lottery agents. The Lottery cannot at thistime
provide an exact number of machines, if any, that may be needed by the video lottery agents, nor can the DSL
list the specific location of these terminals. It is anticipated, however, that multiple quantities of machines
containing different game types will be needed. Bidders should be aware that under 29 Del. C. §4820, the
Lottery Director has the authority to amend the number, kind and type of multi-player video lottery machines
at an agent's premises as necessary to increase revenues, protect the public welfare, or ensure the security of
the video lottery.

The following table represents tentative combined requests by Delaware' s three video lottery agents for
multi-player video lottery machines:

GAME TYPE NUMBER REQUESTED
Blackjack 24
Poker 20
Roulette 6
Horseracing 2
Craps 3

As mentioned, these are tentative requests and are not firm commitments.

The Lottery reservesthe right to reject any or all proposals or any portion thereof, to advertise for new
proposals, to proceed to do the work otherwise, to abandon the work, or to award in whole or in part
contracts deemed to be most advantageous to the Lottery and in the best interests of the State. Bidders will
be held to the terms submitted in their proposals. Failure to meet obligations may result in cancellation of
any award.

The acceptance of aproposal shall not insure that the apparent successful bidder will be selected to provide
machines initially or in the twelve (12) month period for which the proposal must be valid, nor shall it
diminish the Lottery's right to negotiate specific contract terms, including price, with the apparent successful
bidders. Any negotiations regarding price will be governed by the terms of RFP Section 5.11.

1.25 Non-material and Material Deviations
A proposal may be rejected if it isincomplete, conditional, or fails to include a material term or component
required by the RFP. Failure to respond to any section of the RFP in a material way or to follow the format
of the RFP may result in disqualification of abidder’s proposal. This determination to reject a proposal will
be at the sole discretion of the DSL’s Evaluation Committee.

Material deviationsin the proposal will result in rejection.
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1.26 Proposal Bid Bond

Each bidder must submit a proposal bond in the amount of $50,000 U.S. to guarantee for one year after
submission of the proposal the availability of the goods and services at the price(s) quoted in the proposal. A
letter of credit will not be acceptable. The bond may be forfeited to the Lottery if the bidder's proposal is
withdrawn or the bidder refuses or fails to be bound by any provision of the proposal.

1.27 Litigation Bond

Each bidder must submit with the proposal alitigation bond in the amount of $50,000 U.S. A claim upon the
bond may be made by the Lottery if the following three conditions are all met:

A. The bidder sues the Delaware State L ottery, the State of Delaware, or any of their officers,
employees, or agents with regard to any matter relating to the award of contracts pursuant to this RFP.

B. The Lottery isthe prevailing party in such suit.

C. The court determines that such suit or any portion thereof was frivol ous, was commenced in bad faith,
or was hot based upon reasonable grounds.

The purpose of the bond isto discourage unwarranted litigation by permitting the L ottery to recover
damages, including reasonable attorneys’ fees, resulting from such litigation. The litigation bond shall
remain in effect for a period of two (2) years from the date of proposal submission.

After contracts are signed with the successful bidders, alitigation bond may be released with the approval of
the Lottery, if a bidder completes a covenant not to sue.

1.28 Independent Price Determination

By submission of a proposal, the bidder certifies, and in the case of ajoint proposal, each party thereto
certifies as to its own organization, that in connection with this proposal:

A. The pricesin the proposal have been arrived at independently, without consultation,
communication, or agreement, for the purpose of restricting competition as to any matter relating
to such prices with any other bidder or with any competitor.

B. Unless otherwise required by law, the prices which have been quoted in the proposal have not been
knowingly disclosed by the bidder and will not knowingly be disclosed by the bidder prior to
award directly or indirectly to any other bidder or to any competitor.

C. No attempt has been made or will be made by the bidder to induce any other person or entity to
submit or not submit a proposal for the purpose of restricting competition.

1.29 Hiring of DSL and VLEU Staff

At al times during the proposal evaluation period and continuing for one year following either the award of
contracts or the rejection of all proposals, bidders are prohibited from officially or unofficially making any
employment offer or proposing any business arrangement whatsoever to any Evaluation Committee
personnel, advisors, VLEU and L ottery employees involved in the evaluation of proposals, the contract
awards, or contract negotiations. Bidders making such an offer or proposition may be disqualified from
further consideration or have their contracts terminated.
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1.30 Disqualification for Business I ncapability
Financial and business stability and wherewithal to perform and support the DSL are required.
If at any time prior to the signing of awritten agreement, the DSL reasonably determines that a bidder does
not possess adequate financial ability or requisite stability to carry out the obligations of the contract, that
bidder may be disqualified from further consideration.
If at any time after contract execution the DSL reasonably determines that the successful bidder does not
possess adequate financial ability or business stability to continue to carry out the obligations of the
contract, the contract may be terminated.

1.31 Optional Features

Optional Features are not identified in this RFP but may be identified by the Bidder and included in the
Proposal. The DSL makes no commitment to a quantity or timing for acquisition of Optional Features.

1.32 Headings

The headings used in this RFP are for convenience only and shall not affect the interpretation of any of the
terms and conditions hereof.
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PART 2 - TERMS AND CONDITIONS

2.0 Introduction

This section describes the terms and conditions that apply to the procurement process and that will become
part of the contracts executed pursuant to this RFP.

2.1 Governing Law

The proposal process, the award procedure, and any contracts resulting from this RFP shall be governed by
the laws of the State of Delaware. Bidders are advised that this RFP is subject to 29 Del. C. §84820(b),
6981-82 of the Delaware Code. Any and all litigation arising under this RFP or any contracts resulting
thereunder shall be instituted in the appropriate court of the State of Delaware; and, by submitting a proposal,
abidder is deemed to waive access to any other court which may have concurrent jurisdiction within or
without Delaware.

2.2 Contract Elements

The contract negotiated between the Lottery and a successful bidder shall include asintegral parts thereof:
this RFP, amendments to this RFP, and the successful bidder's proposal.

In the event of aconflict in language between any of the above-mentioned documents, the provisions and
requirements set forth or referenced in the RFP and its amendments shall govern. Inthe event that anissueis
addressed in the proposal that is not addressed in the RFP, no conflict in language shall be deemed to occur.

In the event of a conflict in language between any of the above-mentioned documents and the contract, the
provisions and requirements set forth or referenced in the contract shall govern. In the event that anissueis
not addressed in the contract, no conflict in language shall be deemed to occur.

Any alterations, variations, changes, modifications or waivers of or to provisions of the contract shall only be
valid when they have been reduced to writing and duly executed and approved by each of the parties.

2.3 Term of Contracts

The contracts resulting from this RFP will be in effect for afive (5) year operational term, or such shorter
period as the Lottery may determine due to causes such as contract termination or loss of State funding.

The Lottery reserves the right to extend the contract, with the concurrence of a successful bidder, for up to
three, two-year periods, at arate of compensation negotiated by the parties. Any extension must be exercised
by the Lottery at least ninety (90) days prior to the end of the initial contract period, or any extension thereof,
or at atime mutually agreed upon by both parties.

The Lottery further reserves the right to reactivate or further extend the initial contracts, or any extension
thereof, on thirty days notice for ninety day periodsif a different bidder's multi-player video lottery machines
are chosen for subsegquent contracts and the subsequent bidder's machines do not meet the requirements of the
Lottery.

Exercising this right shall not be construed as obligating the Lottery to repeat the procurement process for

any subseguent contracts or conferring any right or expectation for the successful biddersto continue
operating their multi-player video lottery machines after the expiration of any such 90 day period.
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2.4 Successful Bidder Responsibilities as Prime Contractor

A successful bidder will assume sole responsibility for delivery, installation and maintenance of all
equipment, software and support services offered in its proposal. The Lottery will consider the successful
bidder to be the sole point of contact with regard to contractual matters. For purposes of this RFP, a bidder
shall have a North America presence in order to be considered a successful bidder.

2.5 Background Investigations

The Lottery may initiate investigations into the backgrounds of any officers, principals, investors, owners,
subcontractors, employees, or any other associates of the bidders it deems appropriate. Such background
investigations may include fingerprint identification by the Delaware State Police and the Federal Bureau of
Investigation, or the appropriate non-U.S. equivalent, with all investigation expenses to be paid by the bidder.
Nothing shall preclude the Lottery from accepting the results of a background investigation of a bidder
conducted by a different jurisdiction.

By submission of a proposal, a bidder consents to such investigations, and to cooperate with such
investigations. The Lottery may reject a proposal or terminate a contract based upon the results of these
background checks.

2.6 Minority/Women-Owned Business Participation
It has been and remains the policy of the State of Delaware to promote equality of economic opportunity for
minority and women-owned business enterprises (MBE/WBES) in contracting activities. Accordingly, the
parties to these contracts are strongly encouraged to utilize MBE/WBE subcontractors in the performance of
these contracts.

2.7 Termination Other Than Default
The DSL may determinein its sole discretion that the contract executed with a successful bidder must be
terminated, whether for default or other causes, and whether that successful bidder is due compensation

related to the early termination of the contract.

2.7.1 Termination Without Compensation

The DSL may terminate (without compensation) any contract issued as a result of this RFP upon giving that
successful bidder thirty (30) days written notice for any of the following reasons:

A. If the successful bidder furnished any statement, representation, warranty, or certification in
connection with this RFP or the resultant contract that is materially false, incorrect, or incomplete.

B. If the successful bidder becomes financially unstable or is not able to obtain or maintain the
financing necessary to support the contract.

C. If at any time the DSL reasonably determines that the successful bidder does not possess adequate
financial ability or business stability to continue to carry out the obligations of the contract.

D. If the successful bidder or subcontractor or an officer or owner of a5% or greater share of either,
is convicted of a criminal offense incident to the application for or performance of any contract or
subcontract whether in this jurisdiction or in another jurisdiction, within or outside the U.S.A, or is
convicted of a criminal offense which in the sole discretion of the DSL reflects on the successful
bidder’' sintegrity.
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E. If any officer, employee, major subcontractor, or agent of the successful bidder who participatesin
the bidder’ s Delaware operations attempts to claim a prize in any Delaware State video lottery

game.
F. If the successful bidder commits an ethics or integrity violation as defined in the contract.
G. If the successful bidder failsto maintain its status as a licensed technology provider.

The DSL and the State of Delaware shall not be liable for any costs incurred if termination is for any of the
causes stated above.

2.7.2 Termination with Possible Compensation

The DSL may terminate any contract issued as a result of this RFP upon giving a successful bidder thirty
(30) days written notice for any of the following reasons:

A. In the event the DSL or the State no longer needs the services or products specified in the contract
because of changesin laws or regulations.

B. If funds for the purposes specified under the contract are not appropriated by the State. The
successful bidder acknowledges that continuation of the contract is subject to annual appropriation
of funds for the purposes specified in the contract. If funds to enable the DSL to effect continued
payment under this contract are not appropriated or otherwise made available, the DSL shall have
the right to terminate the contract without penalty at the end of the last period for which funds have
been made available.

C. In the event that prices proposed for contract modification or for additional services requested by
the DSL cannot be mutually agreed upon by that successful bidder and the DSL.

If the contract is terminated for one of the reasons stated in this section and where it has been determined
that the successful bidder is due compensation for costsincurred prior to termination, said compensation
shall be limited to reasonable expenses for products, materials, supplies, and services rendered, for which
the successful bidder has not yet been compensated. The DSL will make no payments for unfurnished
work, work in progress, or raw materials acquired unnecessarily in advance, in excess of the DSL's delivery
requirements, or initiated after receipt of notice of termination.

2.8 Termination for Default

The DSL reserves the right to terminate the contract and to pursue any and all legal remedies provided at
law, in equity, inthis RFP, or in the contract, for default. Default is defined as the failure of a successful
bidder to fulfill the obligations of the proposal or contract.

In case of default by a successful bidder, the DSL and the State may upon thirty (30) days prior written
notice to that successful bidder terminate the contract without further liability to the State, its departments,
divisions, agencies, sections, commissions, officers, agents and employees, and procure the services from
other sources, and hold that successful bidder responsible for any excess costs occasioned thereby.

In addition to the remedy of contract termination and all other remedies available to the DSL hereunder, in
the contract, at law or in equity, the DSL may in its sole discretion accept partial, incomplete or otherwise
non-complying performance, and may deduct from the price to be paid under the defaulting bidder’s
contract a sum which in the DSL's determination reasonably reflects the difference in value between the
contract as it was to have been performed and as it was actually performed.
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2.9 Covenant Against Contingent Fees

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

2.10 Accounting Records

Successful bidders are required to maintain books, records and all other evidence pertaining to the contract
in accordance with generally accepted accounting principles (GAAP) within the U.S.A and/or with
accounting standards as established in the country of their location. These records shall be available to the
DSL, and itsinternal or external auditors (and other designees) at all times during the contract period and
any extension thereof, and for three (3) full years from the expiration date and/or final payment on the
contract or extension thereof, whichever is later.

2.11 Audit Requirements
Under the contracts, the successful bidders must meet specific auditing obligations:

A. Successful bidders will be required to have a complete financial audit conducted annually. An
independent public accounting firm in the country of the bidder’s location shall conduct the audit.
A copy of asuccessful bidder's certified financial statements shall be provided to the Delaware State
Lottery annually.

B. In addition, a complete internal control audit of a successful bidder's Delaware operations may be
required by the Lottery, to be conducted annually by an independent certified public accounting firm.
This audit shall be conducted pursuant to Statement on Auditing Standards No. 44, as issued by the
American Ingtitute of Certified Public Accountants. The Lottery reserves the right to specify the type
of report, to specify the control objectivesto be examined and to designate the annual period to be
covered by the report and the date by which the report is due. Such audits may be conducted by the
Lottery’s own auditors or an independent firm specified by the Lottery or an independent firm
approved by the Lottery if selected by the bidder.

C. The Lottery reservesthe right to require the first internal control audit to be conducted within 90 days
of installation of a successful bidder’s first multi-player video lottery machine.

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

E. The Lottery's certified public accounting firm or other designate will be given the right to review the
work papers of these audits, if considered necessary by the Lottery.

F. The Lottery and its independent certified public accountants shall be given a copy of all reports
including any management letters issued as a result of the specified audits.

G. Successful bidders are required to provide, upon request, copies of filings to the Securities and
Exchange Commission and/or any filings with foreign regulatory agencies.
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2.12 Authority of DSL

On al questions concerning the interpretation of specifications, the acceptability and quality of material
furnished and/or work performed, the classification of material, the execution of the work, the assessment of
liquidated damages, and the determination of payment due or to become due, the decision of the DSL shall
be final and binding.

2.13 Cooperation of the Parties
Successful bidders and the DSL agree to cooperate fully, to work in good faith and mutually to assist each
other in the performance of the contract. In this connection, the parties will meet to resolve problems
associated with the contract. Neither party will unreasonably withhold its approval of any act or request of
the other to which its approval is necessary or desirable.

2.14 Indemnification

2.14.1 General Indemnification

A successful bidder shall indemnify, defend and hold harmless the DSL, State of Delaware, its departments,
divisions, agencies, sections, commissions, officers, employees and agents from and against all |osses,
liabilities, penalties, fines, damages and claims (including taxes), and all related costs and expenses
(including reasonable attorneys' fees and disbursements and costs of investigation, litigation, settlement,
judgments, interest and penalties), arising from or in connection with any of the following:

A. Any claim, demand, action, citation or legal proceeding against the State, its employees and agents
arising out of or resulting from (i) the products provided or (ii) performance of the work, duties,
responsibilities, actions or omissions of that successful bidder or any of its subcontractors under
this contract, or (iii) abreach of any representation or warranty made by the successful bidder in
the contract.

B. Any claim, demand, action, citation or legal proceeding against the State, its employees and agents
arising out of or related to occurrences that the successful bidder is required to insure against as
provided for under the contract.

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

D. Any claim, demand, action, citation or legal proceeding against the State, its employees and agents
which results from an act or omission of the successful bidder or any of its subcontractorsin its or
their capacity as an employer of aperson.

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

2.14.2 Patent/Copyright Infringement |ndemnification

Any successful bidder shall indemnify, defend and hold harmless the DSL, State of Delaware, its employees
and agents from and against all losses, liabilities, damages (including taxes), and all related costs and
expenses (including reasonable attorneys fees and disbursements and costs of investigation, litigation,
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settlement, judgments, interest and penalties) incurred in connection with any action or proceeding
threatened or brought against the State to the extent that such action or proceeding is based on a claim that
any piece of equipment, software, commaodity or service supplied by the successful bidder or its
subcontractors, or the operation of such equipment, software, commodity or service, or the use or
reproduction of any documentation provided with such equipment, software, commodity or service infringes
any United States or foreign patent, copyright, trade secret or other proprietary right of any person or entity,
which right is enforceable under the laws of the United States.

In addition, should the equipment, software, commodity, or service, or the operation thereof, become or in
the successful bidder’s opinion be likely to become the subject of a claim of infringement, the successful
bidder shall at the successful bidder's sole expense (i) procure for the State the right to continue using the
equipment, software, commodity or service or, if such option is not reasonably available to the successful
bidder, (ii) replace or modify the same with equipment, software, commodity or service of equivalent
function and performance so that it becomes non-infringing.

2.15 Bondsand Insurance

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

The successful bidder shall purchase adequate insurance for the performance of the contract and, by
submission of abid, agrees to indemnify and save harmless and to defend all legal or equitable actions
brought against the State, any agency, officer and/or employee of the State, for and from all claims of
liability which is or may be the result of the successful bidder’s actions during the performance of the
contract. The purchase or non-purchase of such insurance or the involvement of the successful bidder in
any legal or equitable defense of any action brought against the successful bidder based upon work
performed pursuant to the contract will not waive any defense which the State, its agencies and their
respective officers, employees and agents might otherwise have against such claims, specifically including
the defense of sovereign immunity where applicable, and the State and all agencies, officers and employees
thereof shall not be financially responsible for the consequences of work performed, pursuant to said
contract.

2.15.1 Insurance
The successful bidder shall purchase and maintain insurance for claims set forth below which may arise out
of or result from the successful bidder's operations under the contract, whether such operations be by the
successful bidder or by any subcontractor or by anyone directly or indirectly employed by any of them, or
by anyone for whose acts any of them may be liable:

A. Claims under workers compensation, disability benefit and other similar employee benefit acts per
statute in each state in which the successful bidder does business.

B. Claims for damages because of bodily injury, occupational sickness or disease, or death of the
successful bidder’s employees.

C. Claims for damages because of bodily injury, sickness or disease, or death of any person other than
successful bidder’s employees.

17



215.2

D. Claims for damages because of injury to or destruction of tangible property, including loss of use
resulting therefrom.

E. Genera Liability Insurance coverage with limits of not less than $2,000,000 U.S. for injury to any
one person, $4,000,000 U.S. for any one occurrence of personal injury and $1,000,000 U.S. for
any one occurrence of property damage.

F. Property Insurance on all buildings, furniture, fixtures, computer and communications equipment
used in operating and supporting the multi-player video lottery machinesin an amount equal to or
greater than the actual replacement cost thereof. Coverage shall include an All Risk Property
Floater to insure personal property including contents, equipment, and mobile items against fire,
theft, collision, and flood. The State of Delaware, the Lottery, and Lottery agents will not be
responsible for insuring any equipment or facilities included in or associated with the contract.

G. Automotive Liability Insurance covering drivers and vehicles employed in connection with the
operation of the contract with limits of not less than $1,000,000 U.S. for personal injury to each
person and $250,000 U.S. for property damage.

H. Errors and Omissions I nsurance with limits of not less than $1,000,000 U.S. per claim, to be in
force and effect at all times which will indemnify the successful bidder and the DSL for direct loss
which may be incurred due to any error caused by the successful bidder, its officers, employees,
agents, subcontractors or assigns regardless of negligence.

A STATEMENT OF SELF-INSURANCE TO COVER THE ABOVE REQUIREMENTS ISNOT
ACCEPTABLE AND SHALL BE CONSIDERED NON-RESPONSIVE TO THIS RFP.

Errors and Omissions Insurance must continue until one year past the term of the contract. All other
insurances covered by this section must be effective when performance commences under the contract and
continue through the life of the contract and any authorized extensions.

Certificates of insurance must be furnished to the DSL Director on date of contract execution, with the
exception of the certificate for Errors and Omissions Insurance, which must be furnished to the DSL
Director prior to installation of the first machine.

The required insurance coverage shall be written for not less than any limits of liability as required by the
contract, and shall include contractual liability as applicable to the successful bidder's obligations under the
Indemnification clause of the contract.

Performance Bond

Upon notification of receiving the award, the successful bidder will be required to obtain a performance
bond in the amount of $250,000 U.S. for the duration of the contract. The performance bond may be paid
to the DSL if the bidder defaultsin the performance of the contract or has occasioned uncompensated
liquidated damages.

The performance bond will be assessed for the amount of all liquidated damage payments due the DSL
which have not been received within thirty (30) calendar days after written notice of their being incurred has
been given to the successful bidder.

A performance bond may be in the form of a policy or certificate issued by a reputable surety company. A

certified check or cashier's check made payable to the DSL may be accepted in lieu of the surety company
issued policy/certificate. A Letter of Credit will not be acceptable.
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The performance bond shall be conditioned on the faithful compliance and performance by the successful
bidder of each and every term and condition of the contract and the proposal, plans and specifications
thereof. Each term and condition shall be met at the time and in the manner prescribed by the contract and
specifications. The performance bond shall aso contain the successful bidder’ s guarantee to indemnify and
save harmless the State and the agency from al costs, damages and expenses due to the successful bidder’s
failure to comply and perform the work and complete the contract in accordance with the terms of the
contract.

Fidelity Bond

Prior to contract execution, the successful bidder will be required to obtain a Fidelity Bond in the amount of
$1,000,000 U.S. covering any loss to the State due to any fraudulent or dishonest act on the part of the
successful bidder’s officers, employees, agents or subcontractors.

2.16 Liquidated Damages

2.16.1

2.16.2

Successful bidders must acknowledge:

A. If a successful bidder does not fulfill the obligations of the contract, damage to the Lottery will result.

B. Establishing the precise value of such damage would be costly, difficult, and time consuming.

C. The liquidated damage amounts specified herein are good faith efforts to quantify the damages that
could be reasonably anticipated at the time of the making of the contracts.

D. The Lottery may, therefore, in its discretion, deduct liquidated damages from the compensation
otherwise due to a successful bidder. All assessments of liquidated damages shall be within the
discretion of the Lottery and shall be in addition to, and not in lieu of, the right of the Lottery to
terminate the contract or to pursue other appropriate remedies.

E. The Lottery shall notify a successful bidder in writing of the assessment of liquidated damages for any
default specified herein and payment of such damages shall be initiated within thirty (30) days of
receipt of the assessment notice by deducting such damages from the compensation otherwise due to
that successful bidder. If timely payment is not made, the Lottery may collect such damages by
making a claim against the performance bond or by any other lawful method.

F. Excessive liquidated damages, and events leading to such, in the sole discretion of the Lottery, may
be grounds for termination of the contract.

Notification of Liguidated Damages

All assessments of liquidated damages shall be made by the DSL Director. Upon determination that
liquidated damages are to be or may be assessed, the DSL shall notify the successful bidder of the potential
assessment in writing.

Conditions for Termination of Liquidated Damages

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

A. Except as waived in writing by the Director, no liquidated damages imposed shall be terminated or
suspended until the successful bidder issues awritten notice verifying the correction of the
condition(s) for which liquidated damages were imposed, and all the successful bidder's
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2.16.3

2.16.4

2.16.5

2.16.6

2.16.7

corrections have been subjected to system testing or other verification at the discretion of the
Director.

B. If appropriate, the successful bidder shall conduct systems testing of any correction as the Director
deems necessary. Such testing shall be developed jointly by the DSL and the successful bidder,
and approved by the DSL, including the test script, test environment, and test results.

C. The documentation necessary for verification and approval shall be determined by the Director.
The Director shall be the sole judge of the accuracy of any documentation provided.

D. A successful bidder’s notice of correction will not be accepted until the correction is verified by
the DSL.

Severability of Individual Liquidated Damages

If any portion of the liquidated damages provisions is determined to be unenforceable in one or more
applications, that portion remainsin effect in all applications not determined to be invalid and is severable
fromtheinvalid applications. If any portion of the liquidated damages provisions is determined to be
unenforceable, the other provision or provisions shall remain in full force and effect.

Waivers of Liquidated Damages

It is expressly agreed that the waiver of any liquidated damages due the DSL shall constitute a waiver only
as to such liquidated damages and not awaiver of any future liquidated damages. Failure to demand
payment of liquidated damages within any period of time shall not constitute awaiver of such claim by the
DSL.

Payment of Liquidated Damages

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

Applicability of Liquidated Damages

The successful bidder shall not be required to pay liquidated damages for delays solely due to matters as
enumerated in the section entitled "Force Majeure," for outages related solely to regulated communications
carriers, due solely to the DSL’s central system provider, nor for time delays specifically dueto, or
approved by, the DSL.

Late Installation

If a successful bidder does not have the ordered quantities of multi-player video lottery machinesinstalled
and accepted by the Lottery by a date specified by the Lottery, the Lottery may assess liquidated damagesin
the amount of one thousand dollars ($1,000 U.S.) per machine for each day of delay. The unitswill be
considered operational when they have been installed, tested and accepted by the Lottery and are ready to
be activated by the central computer system for customer play. Any additional shipments of multi-player
video lottery machines may be subject to a reasonable penalty schedule to be established by the Lottery.
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2.16.8

2.16.9

Untimely Multi-Player Video Lottery Station Repair

A successful bidder shall ensure that all multi-player video lottery stations are repaired or replaced and
operational within the "maximum repair time." "Maximum repair time" shall be measured from the time of
receipt of aservice call, and arepair shall be considered completed when the technician who completed the
repair informs the central system provider that the station is repaired and ready to be activated for play.

For the purposes of this provision, "maximum repair time" shall be defined as follows: Two Hours for any
multi-player video lottery station.

If station maintenance is not completed within the "maximum repair time," liquidated damages may be
assessed at the rate of fifty dollars ($50 U.S.) per hour or a fraction thereof that the station remains
unrepaired beyond the " maximum repair time."

Lack of Multi-Player Video Lottery Station Preventive Maintenance

Each delivered multi-player video lottery station shall have a preventive maintenance cycle established by
the manufacturer/distributor and accepted by the Lottery. For each event of neglected preventive
maintenance, liquidated damages of five hundred dollars ($500 U.S.) per station, per day, may be assessed.

2.16.10 Deficient Multi-Player Video Lottery Machine Field Service

A successful bidder shall employ sufficient resources and inventory to meet the performance standards for
field service specified in this RFP. Within thirty (30) calendar days after notification from the Lottery that a
performance standard is not being met, a successful bidder shall employ such additional resources as are
necessary to meet the performance standard.

If that successful bidder does not bring deficient performance up to the standards specified within thirty
(30) calendar days of notification, the Lottery may impose liquidated damages in the amount of one
thousand dollars ($1,000 U.S.) per day until performance isin compliance with the contract.

2.16.11 Failure to Provide Enhancements

During the term of the contract, the Lottery and a successful bidder may agree in writing to a schedul e for
developing, testing, and implementing or installing a modification or enhancement of an existing game or
report or an addition of a new game or report.

If a successful bidder failsto meet any date specified in such a schedule, the Lottery may assess liquidated
damages of $1,000 U.S. per day for each day of delay regarding the modification, enhancement, or addition
of agame and $500 U.S. per day for each day of delay regarding the modification, enhancement, or
addition of areport, or other system change.

In addition, at its sole discretion, the Lottery may require a successful bidder to retain and compensate a
third party firm to complete system development tasks in order to ensure timely delivery. The third party
firm must be approved by the Lottery, and if necessary, will be selected by the Lottery. A successful bidder
must ensure that the third party retained under these circumstances properly complies with non-disclosure
agreements regarding proprietary materials and Lottery business plans.

2.16.12 Unauthorized Modifications

A successful bidder shall not modify any software, firmware, or hardware in the multi-player video lottery
machines without the prior written consent of the Lottery.
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If an unauthorized modification occurs, the Lottery may assessinitial liquidated damages of $25,000 U.S.
and additional liquidated damages of $5,000 U.S. per day for each day between the issuance of aremoval

order and the actual removal of the unauthorized modification and restoration of the device to its previous
operating state.

2.16.13 Unauthorized Access

A successful bidder shall prevent persons not authorized by the L ottery from accessing the multi-player video
lottery machines.

If a successful bidder fails to prevent unauthorized access, the Lottery may impose liquidated damages of
$10,000 U.S. for each incident of unauthorized access by an unauthorized person.

2.17 Ownership of Materials and Right of Use

Ownership of al data, documentary material, and operating reports originated and prepared for the Lottery
pursuant to any contracts resulting from this RFP shall belong exclusively to the Lottery.

Ownership of the multi-player video |ottery machine equipment and software shall be retained by the
successful bidder at the close of the contract or any extension thereto.

If for any reason other than a breach of agreement by the Lottery, a successful bidder loses the ability to
comply with the terms of the contract, the Lottery shall retain the right to use the equipment, source program
instructions and documentation for those items owned by a successful bidder and that are necessary to
provide contractual services. Said right shall be limited to the right of the Lottery to possess and make use of
such solely for the use and benefit of the State of Delaware in maintaining, altering and improving the
operational characteristics of the programs and systems being used under the contracts.

If the Lottery exercisesits right to use the contract items, all software programs, documentation, operating
instructions, hardware, and the like, including modifications or alterations thereof, shall be kept in confidence
and shall be returned together with all copies to a successful bidder when their use has been compl eted.

2.18 Game Playing and Prize Payment Restrictions

No officer or employee of a successful bidder or of any subcontractor who isinvolved in Delaware
operations shall play the video lottery games of the Delaware State L ottery or be paid a prize in any video
lottery game. A successful bidder shall ensure that this requirement is made known to each applicable officer
and employee of the successful bidder and of any subcontractor.

2.19 ForceMajeure

A Force Majeure occurrence is an event or effect that cannot be reasonably anticipated or controlled. As
herein used, Force Majeure means acts of war; terrorism; action of the elements; governmental interference;
rationing; or any other cause which is beyond the control of the party affected and which, by the exercise of
reasonable diligence, said party is unable to prevent.

Neither a successful bidder nor the Lottery shall be liable to the other for any delay in or failure of
performance under the contract of that successful bidder due to a Force Majeure occurrence. Any such delay
in or failure of performance shall not constitute default or give rise to any liability for damages. The
existence of such causes of such delay or failure shall extend the period for performance to such extent as
determined by the Lottery Director to be necessary to enable compl ete performance by a successful bidder if
reasonable diligence is exercised after the cause of delay or failure has been removed.
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If Force Mgjeure conditions for the multi-player video lottery machine provider shall be expected to continue
unabated for an indefinite period and the provider cannot service the contract, the L ottery retains the right to
operate the machines (see RFP 2.17) and/or to terminate the contract so that business continuity can be
restored.

2.20 Security Program

Prior to operations under the contract, a successful bidder shall establish a physical and software security
program for its equipment, subject to the prior written approval of the Lottery.

The Lottery reserves the right to require at any time such further and additional security measures as deemed
necessary or appropriate to ensure the integrity of the equipment or the games.

The Lottery reserves the right, at any time and without prior notice, to inspect and otherwise evaluate all
phases of performance specified in the contract and the premises in which such work is performed.

2.21 Taxes, Fees and Assessments

A successful bidder shall pay all taxes, fees and assessments upon the multi-player video lottery machines,
however designated, levied or based.

2.22 News Releases

A successful bidder shall not issue any news rel eases pertaining to the award of or performance of the
contract without prior approval by the Lottery, and then only in cooperation with the Lottery.

2.23 Advertising
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Each bidder agrees not to use the Lottery's name, logos, images, nor any data or results arising from this
procurement process or contract as a part of any commercial advertising without prior written approval by the
Lottery.

Hiring of Lottery Personnel

Please refer to section 1.29.

2.25 Code of Conduct for Successful Bidders

The Delaware State Lottery is an extremely sensitive enterprise because of the nature of the business and
because it is government-affiliated. Therefore, it is essential that its operation, and the operation of other
enterprises that would be linked to it in the public mind, avoid not only impropriety but also the appearance
of impropriety. Because of this, successful bidders are expected to:

A. Offer goods and services only of the highest standards.

B. Use their best efforts to prevent the industry from becoming embroiled in unfavorable publicity.

C. Make sales presentations in a responsible manner. When pointing out the perceived superiority of
their goods or services over those of competitors, the successful bidder shall do so in such a manner

asto avoid unfavorable publicity for the industry.

D. Avoid promotional activities which could be interpreted asimproper and provide embarrassment to
the industry.
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E.

F.

Report security problems or potential security problems immediately and only to the Lottery.

Comply with all DSL Video Lottery Regulations (please visit the Lottery website at
iwvww.del ottery.comfand go to “Video Lottery Rules and Regulations” for the latest regulations).

2.26 TestsFollowing Award

A.

Certification Tests. The Lottery requires that the game algorithms be certified by an independent
laboratory. A successful bidder must cooperate in submitting chips and/or other appropriate materials
for the testing. Certification is an expense that must be reimbursed to the Lottery by a successful
bidder. The successful bidder shall also provide to the Lottery a methodology by which the machines
can be subjected to an independent test that will confirm to the Lottery that subsequent machines
(after initial installation) conform to all specificationsin this RFP.

Functional Tests. The Lottery will conduct a series of acceptance tests to fully determine the
successful bidder’s equipment’ s communication functionality with the Lottery’s central system.
Failure of a successful bidder to pass these tests may result in the successful bidder paying liquidated
damages or forfeiting up to the full amount of the performance bond. Cooperation of a successful
bidder in these testsisrequired. It isnot required that the Lottery be reimbursed for this form of
testing.

The machines will be tested for each and every requirement in thisRFP. A successful bidder's
assistance in arranging tests will be necessary. The Lottery, at its sole discretion, will determine
whether performance against the acceptance tests is adequate, and installation can proceed.

2.27 End of Contract Activity

At the end of a successful bidder’s contract, the bidder shall remove al its equipment and materials relating
to the gaming system from each agent location on a L ottery-specified schedule of calendar days.

2.28 Funding Out Clause

If sufficient support is not appropriated by the Delaware General Assembly or other appropriate Federal or
State agency to sustain, in whole or in part, the Delaware State L ottery's performance under the contractual
agreement, or if such support is reduced such that it is insufficient to sustain said performance, then the
agreement shall be null and void at the insistence of the Delaware State L ottery.

2.29 Equipment and Softwar e Changes and Upgrades

A.

A successful bidder's services shall include software changes, including fixesto all software errors
and design defects, improved versions of the software, software enhancements and new gaming
features, software changes for promotions, new games from the successful bidder's library, new games
defined by the Lottery, and changes to reports. A successful bidder is further required to maintain the
multi-player video lottery machine software with supported releases for any third party products
incorporated.

All these changes and upgrades shall be included in the bidder's base price.
Changes and enhancements that exceed contract-specified requirements (and which are not otherwise
accommodated by the above or by the pricing method in RFP Part 4) will have the terms and price

negotiated. Any equipment made available to any of the successful bidder’s other clients shall also be
made available to the DSL.
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2.30 Authority of Lottery

On al questions concerning the interpretation of specifications, the acceptability and quality of material
furnished and/or work performed, the classification of material, the execution of the work, and the
determination of payment due or to become due, the decision of the Lottery shall be final and binding.

2.31 Lottery Approval of Staffing

The Lottery reservesthe right to review and if perceived necessary, reject an employee’s assignment to the
Lottery contract, either at contract inception or during the term. In addition, the Lottery may require a
successful bidder to provide minimum levels of staffing or service to meet the requirements as set out in the
contract.

2.32 Subcontract Approval

Any proposed subcontracts shall be subject to the prior approval of the Lottery and shall include such
contracting and purchasing requirements as shall be binding on agencies of the State of Delaware. The
proposal and contract shall identify proposed subcontractors by name.

2.33 Compensation During Contract

A successful bidder will be compensated by the Lottery based on management and accounting reports
generated by central system data and shall be based on a percentage of net proceeds generated by the
successful bidder's multi-player video lottery machines.

2.34 Replacement of Under-Performing M ulti-Player Video Lottery Machines

The purpose of installing multi-player video lottery machines isto maximize revenues for the State of
Delaware. If it becomes clear that a population of multi-player video lottery machinesis under-performing
with regard to generating net proceeds, the L ottery reserves the right to ater the mix of these multi-player
video lottery machines. The following procedure will apply for determining the need for, and carrying out of,
replacement of under-performing multi-player video lottery machines:

The Lottery and the multi-player video lottery machine providers will generate a series of operating reports
that define the performance of multi-player video lottery machines and their individual stations. The reports
will apply to the overall population of multi-player video lottery machines and/or stations, to machines and/or
stations provided by individual successful bidders, and to distinct groups within the popul ation provided by
individual successful bidders. Typical groupsof “similar” machines and/or stationsto be compared using
such performance data will be machines and/or stations of the same game type, for example, multi-player
blackjack games provided by a bidder compared to blackjack games provided by other bidders.

The Lottery shall continuously monitor performance. Every six (6) months on a schedule determined by the
Lottery, net proceeds from the machines and/or stations will be reviewed, and the Lottery will attempt to
determine if any distinct groups of machines and/or stations are “under-performing.” The Lottery will
exercise several tests of the following nature based on net proceeds, including:

A. If asingle or agroup of multi-player machines from a single provider are under-performing average net
proceeds of the total multi-player machine population by 10% or more.

B. If asingle or agroup of multi-player machines is under-performing the average net proceeds of a
comparable set of machines with a similar game type by 10% or more.
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C. If the average of net proceeds from a group of multi-player stations are under-performing the average net
proceeds of a comparable set of regular video lottery machines by 10% or more.

Asaresult of such performance tests the Lottery will make a determination whether a single or a group of
machines is “under-performing” and correction or replacement is prudent.

For asingle or a group of multi-player machines determined to be “ under-performing”, the provider shall
have forty-five (45) daysin which to perform adjustments that are acceptable to the Lottery. At the end of
the afforded adjustment period the machines will be monitored for an additional forty-five (45) days.

If the “under-performing” tests still indicate that a single or a group of machinesis “under-performing”, then
the Lottery reserves the right to order that those multi-player machine(s) be removed within thirty (30) days.
The Lottery may then opt to replace the removed machines with machines from the same or a different
successful bidder or with regular video lottery machines provided by an existing provider, based on favorable
net proceeds experience as determined from the net proceeds reviews described above, or other selection
criteria.

For removed machines, a successful bidder shall receive no further compensation from the Lottery, either
related to net proceeds or to the effort and/or expense of removal.

2.35 Patented Devices, M aterials, and Processes

A successful bidder shall provide for the use of any patented design, material, or process to be used or
furnished under this contract by suitable legal agreement with the patentee or owner, and shall file a copy of
any necessary agreements with the Lottery. A successful bidder shall save and hold harmless the State of
Delaware, the Lottery, the Director, the Lottery staff and agents from any and all claims arising out of the use
of such patented design, device, material, or process in connection with the work agreed to be performed
under this contract.

Should patentable or licensable designs, devices, materials, or processes arise from the successful bidder's
work under this contract, the successful bidder shall retain the right to possess, develop, and commercialize
such items. The Lottery shall be granted the right or license to employ said items indefinitely in the
execution of Lottery business; however, the Lottery shall not license, distribute, or otherwise commercialize
such items.

2.36 Use of Copyrighted or Trademarked M aterials

The successful bidder shall have the obligation to ensure that use of materials does not infringe on copyright,
trademark, or other intellectual property rights of third parties. This may require the successful bidder to
obtain permission for use, including payments made for such, to third parties. In particular the successful
bidder isrequired to pay all franchise and/or licensing fees for use of games employing symbols or names
involving intellectual property rights of third parties.

If it is determined that use of certain materials constitutes infringement, then the successful bidder is
obligated to obtain permission or to cease such infringing use and provide the Lottery with an equivalent
product. The successful bidder must indemnify the Lottery and the State of Delaware from any damages
sought as aresult of infringement.

2.37 Licensing asa Technology Provider
The Lottery can make an award only to successful bidders that obtain a Technology Provider license,

pursuant to 29 Del. C. 84805 (a) (17). The denial of alicense application will result in the elimination of a
bidder as a potential technology provider regardless of the recommendations or findings of the DSL
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Evaluation Committee or the Lottery Director. The failure of a successful bidder to maintain its status as a
licensed technology provider during the term of the contract will result in the termination of the successful
bidder’s contract. Successful bidders must reimburse the Lottery for the cost of periodic background checks
related to licensing. Once the successful bidders are identified, contracts may be awarded contingent on a
bidder being awarded alicense. (Please visit the Lottery website at www. delottery.com and go to “Video
Lottery Rules and Regulations’ to learn more about the technology provider licensing process).

2.38 Removal of Unapproved Equipment and L oss of License

Any multi-player video lottery machine from a successful bidder that does not conform to machines
previously provided by the successful bidder for testing and acceptance will be disconnected. If any
modification to a multi-player video lottery machine that has not been approved by the Lottery is supplied by
a successful bidder and operated by a video lottery agent, the Lottery shall disconnect all of that successful
bidder’s machines and may suspend its Technology Provider License.

2.39 Assignment

The contract may not be assigned, transferred, conveyed, sublet, or otherwise disposed of without previous
written approval of the DSL. Any purported assignment in violation of this section shall be null and void.
Further, a successful bidder may not assign the right to receive moneys due under the contract without the
prior written consent of the DSL.

2.40 Confidential Infor mation

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

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

2.41 Scope of Agreement

If the scope of any provision of this RFP is declared to be too broad in any respect whatsoever to permit
enforcement to its full extent, then such provision shall be enforced to the maximum extent permitted by
law, and the bidders and/or successful bidders hereto consent and agree that such scope may be judicially
modified accordingly and that the whole of such provisions of the RFP shall not thereby fail, but the scope
of such provisions shall be curtailed only to the extent necessary to conform to law.
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2.42 Statutory Provisions

A. The Lottery may require successful bidders to execute truth-in-negotiation certificates stating that the
prices bid and other costs supporting the compensation are accurate, complete, and current at the time
of contracting. Under 29 Del. C. 86982(b)(3), the original contract price and any additions thereto
shall be adjusted to exclude significant sums where the Lottery determines the contract price was
increased due to inaccurate, incomplete, or non-current price information. All such contract
adjustments shall be made within one (1) year following the end of the contract.

B. No contract shall be executed until the successful bidder has provided the Lottery with its taxpayer
identification number or its Delaware business license number.

2.43 Additional Units

The Lottery reserves the right to request a successful bidder to lease to the Lottery an additional humber of
multi-player video lottery machines, above any initial award, during the term of the Agreement, subject to
the terms of the Agreement, the RFP, and the successful bidder’s Proposal. The Lottery may determine that
additional multi-player video lottery machines may be ordered from a successful bidder based on the
Lottery’sgoal of maximizing revenues from the video lottery operations while protecting the public welfare
and security of the operations.
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PART 3 - SPECIFICATIONS

3.0 Introduction

In addition to the technical specifications detailed in the following sections, the following conditions must be
met before the multi-player video lottery machines are approved for use in Delaware:

A.

All multi-player video lottery machines and associated equipment must meet Delaware Lottery
specifications before being approved for use in Delaware.

Each multi-player video lottery machine approved by the Delaware Lottery for placement at avideo
lottery agent location must conform to the specifications of the machine prototype tested and
approved by the Delaware Lottery.

No modifications to approved machine hardware and/or software are permitted without obtaining
previous written permission from the Delaware Lottery.

The Lottery reserves the right to modify/update requirements and specifications at any time.
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3.1 Hardware Specifications

311

3.1.2

3.13

314

3.15

3.16

317

3.1.8

The following list of specifications must be met by the bidders, yet is not intended to limit the state of the art
in multi-player video lottery machines. The Lottery isinterested in finding out about any additional features
and/or capabilities a manufacturer may wish to present.

General

Each machine shall contain multiple playing stations wherein each station is independent of al other stations.
Seats

All units are to include seats that make the player comfortable.

Keyboard Functions and/or touch screen capability

There shall be sufficient keys or indicator functions on the machine to provide for the following functions:
A. Game selection.
B. HELP function with context sensitive assistance. When the player opts for HELP in the middle of a

transaction, information relevant to that transaction appears. HELP must cover how to play games;
credits; and other consumer information.

Security Lock

Key locks so that unauthorized personnel cannot gain access to the CPU board.

Self-Diagnostics

The machine must be equipped with self-diagnostics and indicators or lights that enable the agent to monitor
the operating status of the terminal. Please provide a description of indicators used to monitor your

machines.

Environment Fitness

Bidders shall describe how the multi-player video lottery machine is suitable for the conditions of Delaware
agent locations (local power requirements, other environmental conditions such as temperature, humidity,
dust, grease, spilled liquids, player abuse).

Memory Protection

Should AC power to the multi-player video |ottery machine be interrupted, the gaming software must not be
destroyed, modified or lost for a minimum period of seventy-two (72) hours from the occurrence of such
failure.

Game Algorithms

Gaming algorithms may be inserted into the machine or stations either on an EPROM chip or chips, or other
secure medium, or through secured downloads. For a bidder proposing downloads, the proposal must
identify mechanisms that ensure security for the download, and verify that the correct version has been
received.
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319

3.1.10

3111

3.1.12

3.1.13

3.1.14

3.1.15

3.1.16

Central Computer System and Player Tracking Interface

The multi-player video lottery machines and/or stations must have a messaging capability so as to operate in
an on-line communications mode with the L ottery's central computer system and the agent’s player tracking
system. Traffic to and from the central system will include information retrieval, security, and terminal
activation/deactivation messages.

The machine hardware configuration for communications will consist of a connector defined by the central
system provider suitable for connection to a communications controller (or equivalent mechanism) for on-line
communications over a multi-drop leased line.

Unigue Internal |dentification Number

Each multi-player video lottery machine and/or or station will be given a unique internal terminal
identification number that identifies the terminal to the central system. Each successful bidder will be
assigned a block of numbers.

Activation and De-activation Through Central System

Game play ability and bill/ticket acceptors will be totally inoperable until activated from the central computer
system. Also, at the end of a gaming day, the machines shall be shut down from further play by the central
system. Gamesin progress at the end of the day must be allowed to complete that game and any bonus
rounds, if applicable. Diagnostic functionswill be available at all times.

User Safety

Electrical and mechanical parts and design principles shall not subject a player to physical hazard or injury.
Bidders must submit proof that the proposed equipment has been inspected and approved (or approval is
pending) for customer safety by a reputable testing laboratory, such as Underwriters Laboratories. Bidders
must certify that all proposed equipment isin compliance with all applicable FCC rules and regulations.
Certification under equivalent foreign country standardsis acceptable.

Protection of Meter Data Through Power Surge, Brownout, and Outages

A surge protector must be installed on the line that feeds electrical power to each multi-player video lottery
machine. The battery backup, or an equivalent, for the electronic meters must be capable of maintaining
accuracy of all accounting records and machine status reports for a period of 180 days after power is
discontinued to the machine.

Power Switch

An on/off switch that controls the electrical current used in the operation of the multi-player video lottery
machine and any associated equipment must be located in an accessible and secured place.

Protection from Static Interference

The operation of each multi-player video |ottery machine must not be adversely affected by any static
discharge or other electromagnetic interference.

Bill and ticket Acceptor

A. Denominations. Each multi-player video lottery station must contain a six (6) note bill acceptor for
bills in denominations of one (1) dollar, five (5) dollars, ten (10) dollars, twenty (20) dollars, fifty
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(50) dollars and one hundred (100) dollars. The bill acceptor must have a "note hanging” feature, a
feature that prevents rejected bills from being totally rejected from the acceptor.  The bill acceptor
must accept both old and new style U.S. currency. Bills must be accepted in all four directions that
they may beinserted. All acceptors must have counterfeit screening capability.

B. All machines shall be capable of operating in aticket-in/ticket-out mode. Please describe your
procedure for handling any partial (residual) credits. An example of a partial or residual credit would
be when a patron inserts a $1.25 credit slip into a $1.00 denomination machine and has $1.00 credit
displayed, leaving $0.25 to be issued as a partia (residua) credit.

C. Separate Bill Acceptor Compartment. Each station of a multi-player video lottery machine shall have
its own bill acceptor and cash box. The cash box compartment shall be located in a separate locked
area.

3.1.17 Disabled When Open

All multi-player video lottery machines shall have a security system that temporarily disables the gaming
function of a station within the machine while opened.

3.1.18 Separate Electronics Interior Area

Logic boards, hard drives and all erasable programmable read-only memory chips (EPROMSs) must bein a
separate, locked area within the multi-player video lottery machine.

3.1.19 Identification Plate

A permanently installed and affixed identification plate must appear on the exterior of each multi- player
video lottery machine and the following information must be on the plate: (a) Manufacturer, (b) Serial
number, and (c) Model number.

3.1.20 Rules of Play and Play Information Display

A. Rulesof Play. Therulesof play and pay table information for each game must be available to each
player. The Lottery may reject any rules of play that are considered to be incomplete, confusing,
misleading or inconsistent with game rules approved by the Lottery.

B. CreditsDisplay. Based on the number of credits wagered, each game must display the credits awarded
for the occurrence of each possible winning combination. In addition, credits wagered, won and
available must also be displayed.

C. Woager Limit. A multi-player video lottery machine must provide for a maximum wager limit on asingle
game for a single outcome, as established in the Video Lottery Regulations provided by the DSL.

D. Thefollowing statements shall also be displayed on the machine;
1) Machine mafunctionsvoid al play.
2) A player must be 21 years of age in order to play any video lottery machine.

E. Stationswithin a machine may have different values per credit and/or may have fixed or selectable credit
value.
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3121

3.1.22

3.1.23

3.1.24

3.1.25

New and/or Warranted as New

Bidders must certify that all proposed multi-player video lottery machines, processing hardware, networking
connections, diagnostic equipment, etc., are new and/or warranted as new. Equipment proposed must be
modern and of current manufacture. The acceptability for use of any new or currently installed machine shall
be at the Lottery Director’s discretion.

M agnetic Stripe Reader

Each multi-player video lottery machine and/or stations must be capable of having a magnetic stripe card
reader installed. The anticipated use of such areader is player tracking and to restrict machine access. The
cost of such conversion, including the cards, shall not be the responsibility of the DSL, nor of the successful
bidder, but of the video lottery agent.

Testing of machines

One machine of each game type delivered under the contract may be permanently installed

at asite to be designated by the Lottery for acceptance testing. Please indicate if your equipment has
been certified by an independent testing laboratory anywhere in the world, and if so, please provide
the name, address and tel ephone number of a contact person within the laboratory.

Included Features and Options at No Additional Cost

The bidders shall describe any additional features or options that are available and are included in the base
compensation rate.

Optional Features at Additional Cost

The bidders shall describe any additional features or options that are available and are not included in the
base compensation rate.
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3.2 Communications

3.2.1 Communications with the Central System

3.2.2

3.2.3

A successful bidder’s multi-player video lottery machines will operate in an on-line communications mode
with the Lottery's central system. The central system provider will furnish modem specifications, protocols,
and formats of messages to/from the central computer system.

The Lottery’s central system is operated by Scientific Games Inc. and will run on the AEGIS platform. The
system will not have a proprietary protocol and is compatible with the industry standard SAS protocol (6.0
and above). Some software modifications may be necessary to conform to DSL specifications.

Communications Network Control and Security

A.

Dial-In Restrictions. There must be no capacity to dial into, or otherwise remotely access or control,
any multi-player video lottery machine from a remote device without L ottery approval.

Disconnection from the Central System. In the event of a communications disruption between the
central system and any multi-player video lottery machine, the machine shall anticipate that the
central system will continue to attempt to service the machine until the problem is resolved or the
central system is shut down for end-of-day processing. If the central system finds a machinethat is
not responding within a set number of re-tries, the machine will be logged as not responding, and the
central system will make allowance for servicing of all other machines and/or terminals on the
network between re-tries of the multi player video lottery machine that is not responding.

Anti-Streaming. Multi player video lottery machines must not disrupt a communications line by
creating line interference or otherwise remaining in transmit mode when no datais to be transmitted.

Testing and Monitoring. All testing or monitoring equipment must be state-of-the-art, suitable for use
in a business environment.

Serial Communication Ports

Please indicate the number of serial ports per machine. A minimum of two serial ports are required for
each multi player video lottery machine, asfollows:

A.

Video Lottery Gaming Data (Normal Operations). The machine must provide a connection for
transmission of data to and from the Lottery's central computer through the site controller (or
equivalent mechanism) for monitoring video lottery activity.

Player Tracking. The machine must provide a connection for the purpose of player tracking by the
video lottery agents. Please contact agents for specific player tracking systems and requirements.
The security of the Video Lottery's central computer system shall not be undermined due to this
connection.
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3.3 Software Requirements

331

3.3.2

333

334

335

3.36

Game Software Certification

All game software must be approved and certified by an independent testing laboratory under contract with
the Delaware State Lottery. Bidderswill be responsible for reimbursing the Lottery for these costs of
independent testing.

The Lottery may conduct additional acceptance tests of the multi-player video lottery machines. The
successful bidder must provide support, but reimbursement will not be required for such testing.

Randomness

For all offered multi-player video lottery game types, the bidder shall provide evidence of randomnessin
game play. This evidence shall be capable of being tested and verified.

Percentage Payout

Each game type on a multi-player video lottery machine must meet the following percentage payout
specifications:

Payout Limits. Payouts shall not be less than 87% and not greater than 95% on an average annual basis. The
Director, however, may approve payout percentages higher than 95%.

Please describe how payout percentages are determined and the method by which they can be
changed to meet DSL requirements.

Continuation of Game after Mafunction

Each multi-player video lottery machine must be capable of continuing the current game with all current
game features after amalfunctionis cleared. The current wager and all credits prior to the malfunction must
be returned to the player. This rule does not apply if amachine is rendered totally inoperable. If the
malfunction occurs in one station of the multi-player machine, all other stations shall be capable of being
availablefor play.

Play Transaction Records

Each multi-player video lottery machine must at all times maintain electronic accounting, regardless of
whether the machine is being supplied with electrical power. Each bidder shall describe the information
recorded by its accounting system and the number of games carried in game history (the Lottery recommends
aminimum of 5 games).

No multi-player video lottery machine may have a mechanism that will allow or will cause the electronic
accounting meters to automatically clear.

Software Control Features

The hardware, software and communications must be designed and operated to provide a secure environment.
A. Event Recording. All station and/or machine play activity for each round (cycle of play) shall be

transmitted to the central system. All other activities, such as winning events, unauthorized access to
stations and/or machines, other play related transactions, other machine commands, error conditions
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and operating system messages shall aso be transmitted to the central computer system in accordance
with the SAS (6.0 or above) protocol.

Unique Addresses. It must not be possible to duplicate machine or station polling addresses such that
an unknown and/or unauthorized machine or station could assume the identity of an approved
machine or station.

Software Version Validation. A mechanism must be provided to ensure that versions of software are

approved and are the versions intended, without unauthorized modifications. Checking the software
version will be performed on aroutine schedule by the central system.
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3.4 Game Specifications

341

3.4.2

Upon the recommendation of the Director, the Lottery shall authorize such gamesto be played on the
premises as it shall determine from time to time shall be in the best interest of the State of Delaware.

Game Description

In the proposal response, the bidder shall list all of the game types being offered, such as (but not limited to)
poker, blackjack, roulette, craps and/or horseracing.

Play Restrictions

Games offered may be based on bills or credits between one cent ($.01 U.S.) and a maximum amount
(currently $100.00 U.S.). The amount of the maximum bet for any single Game Event Outcome shall be set
by the Director in his or her discretion, and shall be published in the Video Lottery Regulations promulgated
by the Lottery. The Director, in hisor her discretion, may authorize extended play features from time to
time to which the maximum amount shall not apply.
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3.5 Local Support Staffing and Services

351

352

Any successful bidder isrequired to service the Lottery with an in-state support staff as defined below.
Successful bidders will be permitted to subcontract this service to existing or new licensed technology
providersto the Delaware Lottery, with the Director’s approval.

Successful Bidders' Personnel

A bidder, or its subcontractor, must provide information, as specified below, which documents their
organizational structure and the staffing with which Lottery operations will be implemented and run.

Bidders must identify subcontractors by name, where such are anticipated to be part of the implementation
and/or ongoing operational support efforts.

A. Implementation and Start-up Staff. Bidders, or its subcontractor, shall provide an organization chart
showing names of all management, supervisory, and key employees who will be active in the
implementation of the multi-player video lottery machines. Further, the bidders must indicate what
specific contract function(s) each will perform and how long it is anticipated each will be on site.

Additional support staff need not be named but can be listed by title and number of positions.

B. Ongoing Operations Staff. Bidders, or its subcontractor, shall provide an organizational chart
showing names of all management, supervisory, and key employees who are expected to be activein
the ongoing operation of the Lottery system. Further, the bidders must indicate what specific contract
function(s) each will perform and how long it is anticipated each will be on site.

Additional support staff need not be named but can be listed by title and number of positions.

C. Resumes and Qualifications. Bidders, or its subcontractor, shall provide resumes of al management,
supervisory and key employees planned to be involved in the installation, implementation, and
operation of the multi-player video lottery machines, and shall provide for each such person:

1. Full name
2. Ten-year employment history
3. A specific description of al gaming experience

4. Specific indication of what role the individual will have in this project

5. Any additional helpful information to indicate the individual's ability to successfully perform
the work required under this RFP

Resumes must provide sufficient information about the required personnel as to provide the Lottery with a
convincing indication that proposed personnel can perform the work specified in this RFP. The Lottery may
request detailed information for a security review of individual staff following submission of the proposal.

Gaming System Training Programs

Successful bidders shall provide training for agent, subcontractor and L ottery staff in the operation and
maintenance of their multi-player video lottery machines. Successful bidders must provide the materials,
equipment and personnel for this training effort.
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3.5.3 Gaming Systems Field Maintenance Program

A successful bidder, or its subcontractor(s), shall maintain a maintenance center(s) and depot(s) in the State
to fully support the maintenance and repair program, and provide spare parts and technical servicesto
maintain the machines.

A.

Maintenance Facilities. The bidder, or its subcontractor, shall indicate the number and types of

mai ntenance centers and/or depots proposed for the different agents. At each agent venue, spaceis
limited for a successful bidder to provide bench maintenance and spare parts. Spare parts space is
available only on ajust-in-time basis. The available space for maintenance at each agent will be
provided on a pro rata basis relative to the number of multi-player video |ottery machines a successful
bidder provides at that venue. Thus any successful bidder, or its subcontractor, may be required to
have off-track storage space.

Maintenance Program. The bidder, or its subcontractor, shall describe the maintenance plan,
program, procedures, personnel levels and capabilities for the maintenance of multi-player video
lottery machines. A successful bidder will provide a single contact for their field service personnel to
obtain technical support. A copy of the maintenance contract/agreement, if the work isto be
outsourced to any outside provider, will be provided.

Maintenance Items. A successful bidder, or its subcontractor, will be required during any service call
to routinely check mechanical security, safety, electronic reader, and any other attachments provided
by the successful bidder. A successful bidder shall be responsible for maintaining the multi-player
video lottery machine in the highest level of appearance.

Response Requirements. A successful bidder, or its subcontractor, shall be responsible to determine
that all multi-player video lottery machines and their stations are operable and shall take positive
action when hardware malfunction is indicated to ensure that the affected machine isreturned to an
operational state within the required time.

In all cases, the Lottery reserves the right to make the determination as to whether a machineis
operable and whether the successful bidder, or its subcontractor, responded within the time period
specified. (See RFP 2.16.8.)

User and Service Documentation. Operating and service manuals for all multi-player video lottery
machines shall be kept updated and accessible to the Lottery. The availability of multi-lingual copies
shall be addressed in the proposal.

Parts Supply. A successful bidder, or its subcontractor, shall maintain an adequate supply of partsto
sustain the service of terminalsthat it has supplied and is required to maintain.

Trouble Tracking and Reporting System. A successful bidder, or its subcontractor, shall maintain and
manage a data base and reporting system that fulfills the following criteria:

1 Tracking and various reporting of all multi-player video lottery machines and related problems
whether or not actual problems were found. Records on any particular serial number machine
must be maintained life long and must include machines in reserve or returned for
mai ntenance.

2. Information for various reportsisto be availablein real time. Thereal time retrieval will not

be limited to inquiries for the current day only, but must include up to twelve months of
activity by date.
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3. Various reports shall include, but are not limited to:

a) By licensed agent for a given period
b) By part or component
C) Others as defined by the Lottery

4, Data shall include, but not be limited to:

a) Machine serial number

b) Component, sub-component, part identifiers

c) Time and date of reported problem

d) Nature of problem reported

€) Field service person identifier

f) Problem resolution and date and time

0) Elapsed time from notification to completed repair (down time)

3.5.4 Technical Support Services

Timely and committed fulfillment of the Lottery project by the successful biddersis a requirement.

The bidders must propose and identify at least one staff member to have priority for Delaware service relative
to all related aspects of multi-player video lottery machine operations. This responsibility includes the
software and mechanical engineering of the products. When no Lottery project requests are outstanding,

such an individual can then and only then conduct work for other clients and purposes of the bidder.

3.5.5 Converson/Expansions

The bidder shall be responsible for various types of conversions and expansions under the contract. These
include:

1. Changeto anew protocol for communicating with the central system

2. Replacement of machinesthat are in place with new machines

3. Installation of new machines due to expansion at a video lottery agent’s premises.
A common set of concerns applies to all three types of conversions/expansions, namely:

A. Minimizing risk and disruption. Thisincludes minimizing conversion/expansion risks (downtime,
data loss), maintaining good racetrack relations, and minimizing disruption for players.

B. Schedule and tasks. Thisincludes achart (Gantt, PERT, or similar) identifying the major
milestones to be accomplished for the construction, equipment delivery, software programming,
installation, and testing.

C. Responsibilities for the successful bidder’ s implementation team, for the DSL, and for the
racetracks (video lottery agents).

D. Any interim configurations, facilities, staffing, or business procedures.
E. Quality assurance and acceptance testing. The successful bidder must conduct tests, must have an

independent verification of the gaming algorithms, and must schedule acceptance testing by the
DSL.
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F. Toolsand techniques for project management. The bidder must propose a project team structure
and process, and toolsthat facilitate DSL oversight of the implementation. Regular reporting,
walkthroughs, and project status meetings are required.

Using these items as an outline, each bidder’s proposal must briefly describe how the three types of
conversions/expansions would be conducted if the bidder becomes a successful bidder.
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3.6 Bidder Corporate Capability

The bidders are required to demonstrate corporate experience, technical capability, and financial means to
support this contract.

3.6.1 Corporate Background Review

The bidders must formally provide the following information:
A. Name and address of the business entity making the proposal
B. Type of business entity (e.g., corporation, partnership, €tc.)

C. Place of incorporation, if applicable

D. Name and location of major offices, plants and other facilities that relate to the bidder's performance
under the terms of this RFP
E. Name, address, and function of any and all subcontractors, associated companies, or consultants to be

involved in any phase of this project

F. Name, address and tel ephone number of bidder's representative to contact regarding all contractual
matters concerning this proposal

G. Name, address and tel ephone number of bidder's representative to contact regarding all technical
matters concerning this proposal

H. Name, address and telephone number of bidder's representative to contact regarding site visit
schedule and other arrangements

l. Bidder's Federal Employer Identification Number

3.6.2 Gaming Systems Experience

The bidder shall describe, in detail, the current and historical experience it has in operating multi-player
video lottery or other similar type gaming machines; that is, descriptions and references for all gaming
industry engagements of comparable complexity and sensitivity which have been conducted by the bidder
over the past five years.

Each experience statement shall include the following details:

A. Name of lottery or gaming enterprise(s) and size of contract (annual sales, population of
| ottery/gaming jurisdiction and number of machines operating within the jurisdiction).

B. Number of machines and game types ordered and delivered to the customer.

C. Term of the contract including effective dates.

D. Reason for contract termination/expiration, if contract is no longer in effect.

E. Types of services directly provided by the bidders under the contract and whether the bidder was a

prime contractor or subcontractor.
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3.6.3

3.64

365

F.

Any jurisdiction(s) within or outside North Americathat has licensed the bidder and/or a
manufacturer whose machines are being offered with this proposal, to provide gaming equipment.

The descriptions must include names, titles, addresses and telephone numbers which may be contacted to
verify qualifying experience.

Contract Performance

A successful bidder must be a business in good standing with their customers and the business community.
Bidders shall state whether any of the following have occurred:

A.

During the last five years, the bidder has had a contract terminated for default or cause.

If so, the bidder shall submit full details including the other party's name, address, tel ephone number
and the reason for the termination.

During the last two years, the bidder has been assessed any penaltiesin excess of $10,000 U.S.
inclusive of liquidated damages under any of their existing or past contracts with any other state or
provincial lottery or other gaming enterprises (including international enterprises). If so, indicate the
jurisdiction/customer, the reason for the penalty, and the penalty amount of each incident.

During the last two years, the bidder, a subsidiary or intermediate company, parent company or
holding company was the subject of any order, judgment or decree of any federal or state authority
barring (including international authorities), suspending or otherwise limiting the right of the bidder to
engage in any business, practice or activity or, if trading in the stock of the company, has ever been
suspended with dates and explanations.

Capability to Provide Machines

Capacity to provide the multi-player video lottery machinesis critical to the project.

A.

Production Capability. The bidder shall describe its capability, capacity, and plans for producing or
obtaining the machines proposed to meet the requirements of the RFP.

Machine Certification. The bidder shall discloseif their equipment has been certified by an
independent testing laboratory anywhere in the world, and if so, shall provide the name, address and
telephone number of a contact person within the laboratory.

Software Devel opment and Support Capabilities

Capacity to provide the software and systems support is critical to the project.

A.

Software Engineering Capability. Bidders shall describe their capability, capacity and plans for
developing and manufacturing software proposed to meet the requirements of the RFP.

Software Contingency. Bidders shall describe their capability, capacity and plans for maintaining

and modifying software once it becomes operational and for the development and support of future
software needs. Configuration management tools and procedures shall be described.
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3.6.6

3.6.7

3.6.8

3.6.9

Research and Development Program

The success of the Lottery depends on the availability of new products, gaming features, and services. The
successful bidders must be capable of supporting the Lottery in this mission.

Bidders shall describe their capability, capacity and plans for maintaining a research and development effort
in the areas of game design, new concept development and operation, telecommunications, and computer
hardware design and configuration.

Corporate Quality Program

The proposal must address the bidder’s (and any major subcontractor’s) corporate philosophy on providing
quality products and services to its customers. As part of this disclosure, the bidder may include items such
as the customer complaint resolution process, results of surveys conducted for customer satisfaction levels
against pre-established performance measures, any vendor or customer partnering activities, and any
continuous quality improvement programs instituted.

Financial Viability

In order to ensure the bidder's financial ability to perform under the contract, the Lottery requires the
following financial information, if applicable:

A. Audited Financial Statements. Audited financia statements for the bidder for the last three years
(most recent and two prior fiscal years). If the bidder isasubsidiary of or adistributor for another
corporation, the financial statements of the bidder, as well as the consolidated financial statements of
the parent company, shall be submitted. If the bidder is a parent corporation, parent-only financial
statements, if available, and statements for the operating division that will perform these services shall
be submitted. These statements shall be prepared in accordance with generally accepted accounting
principles and must have been audited by a certified public accountant licensed to do business in the
state within the U.S.A. or the country in which the bidder's principal place of businessislocated.

If audited parent-only or bidder/subsidiary statements are not available, the Lottery will accept
unaudited statements provided the bidder's chief financial officer certifies that the statements are
current, accurate and complete.

B. Reports to Regulatory Agencies. Reports to the Securities and Exchange Commission (SEC), to
include 10K reports for the last three fiscal years (most recent and two prior fiscal years) and 10Q's
for the current fiscal year and 8K reports for the current fiscal year. This requirement includes reports
submitted to regulatory agencies in countries outside the USA.

C. Parent Corporation Commitment. |f the bidder is a subsidiary or adistributor and will rely on the
financial resources of the parent to perform this contract, the parent must certify, in writing, the
availability of its resources to the bidder.

D. Financing. The bidder must provide aletter of commitment from a creditor, if borrowing will provide
any or al of the capital necessary for the bidder to perform any work under any contract resulting
from this RFP.

Disgualification for Financia Inability

Financial stability and wherewithal to perform and support the Lottery is arequirement. If at any time prior
to the signing of a written agreement, the L ottery reasonably determines that a bidder does not possess
adequate financial ability to carry out the obligations of the contract, that bidder may be disqualified from
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further consideration. If at any time, the Lottery reasonably determines that a successful bidder does not
possess adequate financial ability to continue to carry out the obligations of the contract, the contract may be
terminated.
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PART 4 - PRICING

4.0 Introduction
This section describes the manner in which the bidders shall submit pricing for the Lottery's consideration.
4.1 Separately Sealed Price Proposal

The bidders are required to provide pricing in a separ ately sealed envelope. The price envel ope must
include a submittal letter signed by an individual authorized to obligate the company to the bid as stated.

4.2 Duration of the Price Proposal
The price proposal must be valid for one year from the proposal submission date.
4.3 Form of the Price Submission

A bidder must submit pricing on the attached worksheet, in the following format:

A. Pricing as a percentage of net proceeds (please see definition) from multi-player video lottery
machines supplied by the bidder. Separate pricing for different game typesis permitted, for e.g.,
different pricing for poker, blackjack, roulette, etc.

Included in the base percentage pricing will be all functions, features, services, solutions, and capabilities

specified in the RFP. In particular, the bidders are reminded to include adequate compensation for hardware

and software; maintenance; expenses of independent audits; and expenses of background investigations.

B. Pricing for Optional Features

Any optional item for which there is no additional fee can be shown as No Charge (N/C).

Price bids that do not comply with this section will not be accepted. Price bids based on potential number of
machines awarded will be rejected.

4.4 Pricing and Scoring of Options
The bidders are encouraged to propose options regarding innovative functions, features, services, and
solutions. However, options that are separately priced shall be clearly noted in the technical proposal and
their corresponding priceslisted in the pricing proposal as separate lineitems. (Otherwise they are N/C
items.)
The Evaluation Committee intends to score only:
A. Included features of the proposal
B. Optional featuresincluded in the System’s base price. Optional features which are additionally

priced--designated as such in the Technical Proposal and in the Price Proposal--will not be scored or
included in the pricing evaluation but may be considered at contract negotiation time or after.
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Delawar e State L ottery
Multi-Player Video L ottery Machines Request for Proposals

45 Price Quotation Sheet

|I. Base System Pricing

Bidders are required to quote the following as a percentage of net proceeds (see definition) from their multi-player

video lottery machines, carried to four (4) decimal places (X.dddd %). Thisrate applies only to the five (5) year
base period of the contract.

Price quoted as a percentage of net proceeds from blackjack

Price quoted as a percentage of net proceeds from roulette

Price quoted as a percentage of net proceeds from horseracing

Price quoted as a percentage of net proceeds from craps

Price quoted as a percentage of net proceeds from poker

Price quoted as a percentage of net proceeds from other games

Please insert additional and separate lines with each line representing pricing for only one game type.

I1. Optional Features

The Bidder should quote here or on sheets attached hereto the price for bidder-offered optional items. Clearly

%

%

%

%

%

%

identify the items offered. Bidders are not required to provide Optional Features. Bidders should be aware, when

pricing these options that sales generated through these optional features, if selected, will be reimbursed on a
percentage of net proceeds (1. Base System Pricing) in addition to the fee stated. Pricesinclude installation and
mai ntenance, when applicable. The offering of unique or novelty games is encouraged.
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PART 5 - PROPOSAL EVALUATION

5.0 Introduction
This section describes the eval uation process that will be used to determine which proposals are most
advantageous to the Lottery and to the State of Delaware. The evaluation processis governed by 29 Del. C.
§84820(b), 6981-82.
5.1 Evaluation Committee
The Lottery intends to conduct a comprehensive, fair, and impartial evaluation of proposals received in
response to this RFP. Inthiseffort, the Lottery will be represented by an Evaluation Committee. The
Committee will evaluate each proposal that is properly submitted and make recommendations for award to
the Director.
5.2 Goalsfor the Evaluation Process
The Lottery’s goals for this evaluation process to secure multi-player video lottery machines are to:
- Determine all applicants that meet the minimum specifications set forth in this RFP
- Select bidders whose proposal's are determined to be the most advantageous to the State based on the
evaluation factorsin this RFP. The Lottery has determined that award to multiple biddersisin the
best interests of the State
- Secure fair, workable contracts
- Obtain the best combination of functions, features, services, solutions, quality, and cost
- Ensure ahigh level of quality support services

- Secure fiscally sound bidders with demonstrated records

- Provide for the timely introduction of changes, modifications, and additions deemed necessary by the
Lottery

- Ensure reasonabl e implementation plans for installation, testing, and Lottery acceptance testing
- Ensure that the machines are highly secure

- Provide innovative, modern machines for the Lottery's video gaming that will carry the Lottery
forward into future years with flexibility to adapt to ever changing needs

- Ensure that the aims, purposes, and requirements of the Lottery will be met

- Select bidders who will permit the Lottery to maximize video |ottery revenues, protect the public
welfare, and ensure the security of the video lottery

These guidelines are implicit within the evaluation items and are not to be construed as separate criteria.
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5.3 Evaluation Steps

The evaluation process will comprise all of the following steps.

1 Review of proposals by the Evaluation Committee to assess compliance with:;
A. Proposal submission specifications
B. Terms and conditions

C. Mandatory technical specifications (requirements)
2. Detailed evaluation of proposed functions, features, services, and solutions
3. Site visits, presentations and/or demonstrations
4, Scoring of technical proposals
5. Scoring of price proposals
6. Evaluation Committee report and recommendation to the Director
7. Review by the Director
8. I nterview/negotiation with some or all bidders
9. Signing of the contract(s)
5.4 Submission Requirements, Terms, Mandatory Technical Specifications
Proposals are required to meet all submission requirements as stated in Part 1; to signify compliance with
terms and conditions noted in Part 2, to meet all technical mandatoriesidentified in Part 3; and to provide

costs in the format specified in Part 4. Proposals that fail to do so may be rejected.

The Lottery reserves the right to permit cure of minor irregularities when in the Lottery's best interests and
when non-prejudicial to competition.

5.5 SiteVisits, presentationsand/or Demonstrations
Prior to completion of the evaluation process, each bidder may be required to demonstrate its proposed
multi-player video lottery machines and explain how its components would be applied to the specifications
described in this RFP.
It is expected that these demonstrations would occur at the Delaware State Lottery officesin Dover,
Delaware, at bidder manufacturing or development facilities, at an existing installation location, or some
other appropriate venue, as approved by the Lottery. The Delaware Evaluation Committee is limited to
North Americafor any travel regarding site visits and demonstrations.

5.6 Technical Proposal Scoring

Technical scoring will be done by game type and will include separate evaluations for game types such as
poker, blackjack, roulette, craps, horseracing etc.
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Each of the technical (non-price) factorsin RFP Part 3 will be graded by the Evaluation Committee based on
its best professional judgment, considering all proposal text, clarifications, and site visits and demonstrations.

A weighted scoring system will provide numerical scores that represent the Committee's assessments of the

relative merits of the proposals.

The scoring system will be based on weights assigned for each of Parts 3.1 - 3.6, with atotal of 85 points

available:

RFP PARTS ASSIGNED WEIGHTS FOR EVALUATION

3.1 Hardware Specifications

3.2 Communications

3.3 Software Requirements

3.4 Game Specifications

3.5 Loca Support Staffing and Services
3.6 Bidder Corporate Capability

15
10
15
20
10
15

The weighted scoring system will use a 60-100% grading scale to multiply the points available for each of the

six parts of Part 3. The 60-100% scale is defined as follows:

90-100 The Evaluation Committee perceived no real limitations and little or no room for
improvement in the approach; excellent.

80-89 The Committee has perceived at least one significant limitation or possible
improvement, but overall the approach was very good.

70-79 The approach has several significant limitations and needs for improvement.

60-69 The approach has numerous significant limitations and needs for improvement and is
the minimum judged acceptable. Proposalsthat would receive lesser scores than this

may be rejected by the Evaluation Committee.

Thefinal score for each Proposal will be obtained by summing the results from each section, with a perfect

final score being 85 points.

Although the sections will be scored using different weights, the bidders are cautioned that @) every section

contains mandatories which must be met regardless of the section's weight; and b) a poor response to a lesser

weighted section still can have a significant negative impact on the bidder's final technical score.

The weighted scoring system will provide numerical scores that represent the Committee's assessments of the
relative technical merits of the proposals. The scores will be used to develop a preference ranking based on

non-price factors.

5.7 Scoring of Optional Features

The bidders are encouraged to propose optional functions, features, services, and solutions. However, only
options included in the quoted base price will be scored.

5.8 Price Evaluation

Price evaluation will occur after technical scoring, and will involve only proposals that are acceptable based
on proposal submission requirements and compliance with mandatory technical requirements. Price scoring

50



will be done by game type and will include separate price evaluations for game types such as poker,
blackjack, roulette, craps, horse racing etc.

The maximum price points made available is 15.

Price points will be calculated using the following formula:
PRICE POINTS =15* (LOW BID/BID)
5.9 Scoring and Pricing Combined

The Lottery will take the technical preference score for each proposal and add to it the respective price
evaluation score in order to establish atotal integrated score for each proposal .

5.10 Recommendation by the Evaluation Committee

Upon completion of the evaluation and scoring, the Evaluation Committee shall rank all proposalsin order of
preference for each game type based on the bidders' ability to provide the requested services and
commodities to the Lottery.

The Committee will prepare a recommendation as to the proposals that best satisfy the requirements and
business objectives of the Lottery, and are most advantageous to the State. However, if at this point the
compliance review and scoring still do not clearly indicate the best proposals, the recommendation will be
based on the Committee's best professional judgment as to which proposals and game types best meet the
Lottery's stated objectives and are most advantageous to the State. It is the intention of the Evaluation
Committee to prepare a separate recommendation for each game type { poker, blackjack, roulette, etc.}.

As part of the recommendation the Committee may note proposals whose scores are significantly below the
norm and that do not represent any apparent technical or financial merit beyond the better-scoring proposals.
The Committee may determine that such less desirable proposals will not be included in their
recommendation of successful bidder proposals.

The results of the evaluation process and the recommended winning proposals will be documented in a report
that will be presented to the Director. The report will identify the proposals that best satisfy the Lottery’s
stated objectives and are most advantageous to the State taking into consideration the technical and price
evaluation factorsin the RFP.

5.11 Director Actions

Upon receipt of the Committee's report, the Director is free to engage in dialogue with members of the
Committee. The Director may take as much time as necessary to review the report and to query the
Committee. Once the Director is satisfied with his review of the final report and the recommendation of the
Committee, he can take one of the following courses of action:

A.  After receipt of the Committee's recommendation, the Director is free to accept or reject the
Committee’ s report. If the Director accepts the report, the Director shall interview an appropriate
number of bidders deemed qualified by the Committee. The Director may negotiate with one or more
bidders during the same period. At any point in the negotiation process, the Director may at his
discretion, terminate negotiations with any or all firms.

The Director shall negotiate with the bidders for arate of compensation and other termsthat are fair
and reasonable. Should the Director be unable to negotiate a satisfactory contract with a qualified
bidder at a price the Director determines to be fair and reasonable, negotiations with that bidder shall
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be formally terminated.
B. Reject the recommendations of the Committee and provide guidance on further actionsto take.
C. Take such other actions as he deems appropriate.

The Director shall make the final decisions regarding the selection of the number of successful bidders, the
number of machines to be awarded to each bidder, and the placement of those machines. Decisionswill be
based on the Director's determination, after review of the report of the Evaluation Committee, of which
proposal(s) are most advantageous to the Lottery and in the best interests of the State. Designation as a
successful bidder does not guarantee a successful bidder any minimum order of machines nor does it
guarantee that a successful bidder will receive an order to supply machines.

Thereafter, the Director shall negotiate contracts with the preferred bidders. Negotiations shall continue at
the sole option of the Lottery until agreements are reached or all proposals are rejected.

Under the Lottery statutes and the Video L ottery Regulations, the Lottery may only contract with bidders who
are licensed technology providers under 29 Del. C. 84805 (a) (17). The selection of any bidder asa
"successful bidder" will be conditional on that bidder being licensed by the L ottery under 84805 (a) (17).
The denial of abidder's license application will result in the elimination of that bidder as a potential
contracting technology provider, regardless of the recommendation or findings by the Committee or Director.
Conversely, the licensing of atechnology provider shall not serve as the basis for requiring the Lottery to
select the technology provider under the process outlined in this RFP.
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APPENDIX A: PROCEDURES AND GUIDELINES FOR THE PROCUREMENT

GUIDELINES AND EVALUATION PROCEDURES
FOR THE DELAWARE STATE LOTTERY

MULTI-PLAYER VIDEO LOTTERY MACHINES AND SERVICES PROCUREMENT

Introduction

The purpose of this document is to describe the organizational structure, operating policy, and the proposal
evaluation process to be used by the Delaware State Lottery (“Lottery”) Multi-Player Video Lottery Machines
Evaluation Committee (“Committee”). By committing to the creation of this document, the Lottery intends to make
known the method and process that will be used by the Committee in the devel opment of an RFP and especially, the
evaluation of Bidder proposals that are to be submitted in response to the RFP issued on January 27, 2006.

The Committee is comprised of personnel drawn from the Lottery and the Delaware State Police. In addition, the
Committee may be provided support by counsel, by the State Department of Finance, by the Attorney General's
Office, by the State Police, by the State Bureau of Identification, by the Office of Telecommunications Technology
and by industry consultants. The Chairman has the authority to solicit any additional expertise for the benefit of the
Committee's work as necessary.

The guidelines described in this document have been developed in order to assure all partiesinvolved in the
procurement that the process of RFP development and evaluation of Bidder proposals by the Committeeis
conducted with integrity, objectivity, fairness, and rigor while also satisfying the objectives of the Lottery.

Lottery Mission Statement

The act that created the Delaware State L ottery placed the Lottery under the immediate supervision of a Director
within the Office of the Governor that eventually was transferred to the Office of the Secretary of Finance. The
Lottery Office is responsible for maximizing revenue contributions to the State's General Fund, thereby helping to
fund the delivery of governmental services to the people of Delaware.

In support of this directive, the Lottery will pursue its mission through the marketing, sales and distribution of
innovative, entertaining and secure lottery products that ensure the public's confidence in the integrity of the games,
agents, and L ottery operations.

The Lottery has established the following goals:
To achieve increased sales and revenue contributions by expanding Lottery products (new games and new
types of games), Lottery markets (new players and new player profiles) and Lottery distribution channels

(new agents and new types of distribution).

To develop innovative and entertaining products that appeal to both existing and potential Delaware Lottery
players.

To expand the breadth and depth of the Lottery distribution channels throughout the state to make playing
lottery games convenient, easy, and fun.

To increase favorable public awareness of the Lottery through the positive image enhancements of quality-
oriented service, integrity-driven personnel and innovative games.
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The Lottery has established the following specific objectives for issuing the multi-player video lottery machines RFP
and entering into contracts with the successful bidders:

. To qualify bidders to supply the necessary equipment for the State of Delaware;

. To contract only with bidders who are licensed as technology providers under the standards set forth
in 29 Del. C. 84805 (a) (17).

. To contract with the bidders whose proposal s are determined to be the most advantageous to the State
taking into consideration the evaluation factors set forth in this RFP

. To install machines that will be able to meet the needs of the Lottery for at least the next five years;

. To obtain machines that are operationally sound, provide the highest level of integrity and security,
and minimize risk for the Lottery;

. To obtain machines that are sufficiently flexible to meet the Lottery's changing requirements,

. To maximize the net proceeds from video lottery sales for the State of Delaware.

Evaluation Committee Organization

The Committee will be comprised of and supported by personnel from the Lottery and the Delaware State Police
with expertise in the areas of marketing, sales, security, investigation, finance, internal administration, gaming
systems, telecommunications, and the terminal network. The Committee will be supported in its RFP devel opment
and evaluation of proposals by selected Lottery staff, staff recruited from other State agencies, and consultants, as
needed.

Committee Chair

The Committee will be chaired by Donald R. Johnson, Deputy Director for Video Lottery. Mr. Johnson joined the
Lottery in 1995 as Video Lottery Operations Manager. Prior to joining the Lottery, Mr. Johnson was Market
Development Manager for the Electronic Department of the DuPont Company and had thirty-two (32) years of
experience in marketing and product management of technology oriented products. As Chairman, Mr. Johnson will
provide oversight for the activities of the Committee and will have final decision-making authority on Committee
operating procedures and proposal evaluation matters. He will draw upon selected L ottery personnel as needed to
expedite the business of the Committee and will also be responsible for making assignments for the use of technical
services provided by consultants.

Other Members

James L. | ogue

Mr. Logue joined the Delaware Lottery in 1998 in his current capacity as the Video Lottery Assistant Operations
Manager. Mr. Logue, aformer Eastern Regional Director for the North American Gaming Regulators Association,
isa Certified Fraud Examiner (CFE) as recognized by the Association of Certified Fraud Examiners. Prior to joining
the lottery, Mr. Logue served 23 years as a Delaware State Trooper in a number of diverse assignments, retiring in
1998 as the officer in charge of White Collar Crime investigations for the State.

Edward C. Parseghian

Mr. Parseghian joined the Delaware Lottery in April 2004 in his current capacity as Video Lottery Assistant
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Operations Manager. Prior to joining the Lottery, Mr. Parseghian served 23 years as a Delaware State Trooper in a
number of diverse assignments, retiring in 2004. He spent the last five years as part of the Delaware State Video
Lottery Enforcement Unit conducting corporate and employee background investigations, and investigating
violations of State and regulatory issues pertaining to the State’' s video lottery operations.

Sergeant Michael D. Wilbur

Sergeant Wilbur is a 26-year veteran of the Delaware State Police. For the past nine years, Sergeant Wilbur has been
the supervisor for the Video Lottery Enforcement Unit overseeing all corporate and employee background
investigations, and investigating violations of State and regulatory issues pertaining to the State’ s video lottery
operations. Sergeant Wilbur isa member of NAGRA and ASIS.

The Committee Resource Team

In order to expedite efforts, the Committee will be provided support by Lottery staff and others, to be known as the
Resource Team (the Team). A number of individuals have been identified that have the necessary skills and
experience to support the Committee.

The profile of the Team includes capabilitiesin advertising, data processing, internal accounting controls, marketing
research, security, and claims management. Assignments to the Team will be made by the Committee Chairman.

Members of the Team will be responsible for commenting on RFP and proposal material as assigned and to provide
appropriate explanatory documentation for the record.

Legal advisory services to the Committee will be provided by the State Attorney General's Office.

Security advisory services to the Committee will be provided by the Delaware State Police.

Additional appointments to the Team may be made at the discretion of the Chairman.

Members of the Team will not be involved in the day-to-day activities of the Committee and will not score the
Bidders proposals. Team members, aswell asthe rest of Lottery staff, will operate on a need-to-know basis for the
procurement process.

Consultants

The work of the Committee will be supported by Gary Gupta of Magnum Consultants, Inc., a management and
gaming consulting firm from Wilmington, Delaware. The Chairman of the Committee has the authority to request

additional consultants during the course of the evaluation.

Committee I ndependence and Confidentiality

It isimportant that the work of the Committee take place in a confidential environment free from uninvited influence
of Bidders, State officials, lobbyists, and other parties interested in the procurement. It isalso important that the
activities and the work of the Committee be conducted in afair, independent and objective manner. Contact or
involvement by other outside parties could disrupt the dispassionate eval uations of the Committee.

As a check and balance on the Committee's eval uation process, a clear and distinct separation will be maintained
between the Committee's roles and that of the Lottery Director, Wayne Lemons. The roles of the Committee are to
develop an RFP, review proposals, assess alternatives, and provide a recommendation with supporting
documentation. The role of Director isto consult with such advisors as he may choose and to consider the
recommendation made by the Committee so as to make the final decision on the procurement.
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To preserve the independence of the Committee, the Director will become involved at two points in the procurement
process. Thefirst point isto approve the RFP (this Appendix included) prior to issuance, and the second is during
the final step in the evaluation process after the Committee’ s recommendation has been submitted for approval .

Development of an RFP

Bidder proposals will be submitted to the Lottery in response to an RFP generated by the Committee. The RFP will
reflect requirements for the Lottery's operations and for fulfilling goals and objectives as documented above. The
RFP will call for systems and services common to the gaming industry, and will incorporate an understanding of
eligible Bidders products and services.

The RFP will be fair and open for interested Bidders who can meet the Lottery's requirements and help the Lottery
complete its mission.

The Bidders will be provided opportunities to submit clarification questions so asto gain a complete understanding
of the Lottery's requirements and goals.

The Process of Proposal Evaluation

The Committee will follow a seven step procedure in evaluating the proposals submitted.
STEP ONE - COMPLIANCE REVIEW

A review is conducted by the Committee to determine if a proposal has complied with all submission requirements
set forth in the Lottery bid procedures. At this point, the technical proposals will have been opened. The price
proposals will remain sealed.

The Committee will reach a consensus on whether each proposal meets or fails to meet each of these mandatories.
Proposals that are judged to be non-compliant will be rejected and will not be considered or evaluated further.

STEP TWO - PROPOSAL EVALUATION

This step isareview of each proposed system and service capability. After athorough evaluation of the proposals,
Committee members will then engage in discussions to come to an understanding.

Clarifications may be requested from Bidders during any phase of the evaluation process for the purpose of
removing ambiguities regarding information presented in the proposals or requesting additional information where
the detail provided in the submission is inadequate. Requests by the Committee for clarification will be cleared
through the Chairman.

STEP TWO is considered complete when the Chairman is satisfied that the Committee has evaluated all the
information contained in the proposals and the clarifications.

STEP THREE - VERIFICATION

Asrequired to further clarify and verify offerings, site visits, presentations and/or demonstrations may be made to
facilities and installations where features of the proposed systems are currently demonstrable. The decision to
conduct a site visit isleft to the discretion of the Committee and the Chairman. |If several site visits are deemed
necessary, the sequence of selected Bidders will be determined by the Chairman.

The purpose of a site visit, presentations and/or demonstrationsis to obtain an improved quality of evidence

confirming that requirements and desirables specified in the RFP can indeed be satisfied as presented in the proposal.
As aresult, Committee members may qualify or correct interpretations previously made.
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STEP FOUR —TECHNICAL PROPOSAL SCORING

This step calls for the quantitative evaluation of proposed systems and service capabilities against a set of
management, technical, and marketing criteria. The available points for the various criteria and the scoring system
are outlined in the RFP. The Committee members will then engage in consensus-building dialogue and discussion to
resolve individual differencesin their evaluations and assign scores for each scorable factor.

STEP FIVE - PRICE PROPOSAL SCORING

Price proposals will be opened for those Bidders whose responses have satisfied all submission and compliance
requirementsin STEP ONE, have completed the review in STEP TWO, have passed verification proceduresin
STEP THREE and have been assigned consensus scoresin STEP FOUR.

The price proposals must also comply with submission requirements as specified in the RFP and any that do not may
be set aside by the Committee and not considered further. Clarifications may be sought from bidders regarding their
price proposals, if determined necessary by the Chairman.

The cost for each qualified proposal will be evaluated by a price proposal scoring process outlined in the RFP. In
that procedure, the costs will be converted to points and combined along with the points assigned during the
technical evaluations. The Committee then must determine which among the selectable proposals represents the best
choices for the Lottery.

STEP SIX - COMMITTEE RECOMMENDATION

The Committee will prepare a recommendation as to the proposals that best satisfy the technical requirements and
business objectives of the Lottery. However, if at this point the compliance review, scoring, and site
verifications/presentations/demonstrations still do not clearly indicate the best proposals, the recommendation will be
based on the Committee's best professional judgment as to which proposals are most advantageous to the State.

The results of the evaluation process and the recommended winning proposals will be documented in a report that
will be presented to the Director.

STEP SEVEN - DIRECTOR ACTION

Upon receipt of the Committee's report, the Director is free to engage in dialogue with members of the Committee or
with advisors. The Director may take as much time as necessary to review the report and to query the Committee.
Once the Director is satisfied with his review of the final report and the recommendations of the Committee, he can
take one of the following courses of action:

1. After receipt of the Committee's recommendation, the Director is free to accept or reject the
Committee’ s report. If the Director accepts the report, the Director shall interview an appropriate
number of bidders deemed qualified by the Committee. The Director may negotiate with one or more
bidders during the same period. At any point in the negotiation process, the Director may at his
discretion, terminate negotiations with any or all firms.

The Director shall negotiate with the bidders for arate of compensation and other terms that are fair
and reasonable. Should the Director be unable to negotiate a satisfactory contract with aqualified
bidder at a price the Director determines to be fair and reasonable, negotiations with that bidder shall
be formally terminated.

2. Reject the recommendations of the Committee and provide guidance on further actions to take.

3. Take such other actions as he deems appropriate.
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The Director may choose to request clarifications, additional information, or additional analysis on any items or
topics contained in the Committee report. Since the final decision on the winning proposals is made by the Director,
the Committee will make every effort within the resources available to support requests made by the Director for
further clarification or analysis.

Once the Director has reached a decision, announcements will be made subject to requirements defined by the laws
of the State of Delaware.

Security of the Evaluation Process

Members of the Committee are responsible for maintaining the highest level of security necessary to ensure that all
work and activities of the Committee are conducted in a highly confidential manner. Assignments are to be
monitored closely and information made available according to the principle of "need to know".

Members of the Committee are expected not to have contact with Bidders regarding this procurement unless such
contact is approved by the Chairman. If a Committee member is contacted by a Bidder or persons regarding the
procurement then that event should be reported to the Chairman in writing.

Discussion of any aspect of the Committee's work other than with other members of the Committee is prohibited,
excepting that the Committee may discuss their work with the Director regarding the recommendation.

Understanding of the requirements for integrity and the importance of confidentiality is signified by Committee
members signing this document.

Committee Adoption of Procedures and Guidelines

The Committee has adopted the policies outlined in this paper and members agree to abide by the rules and the
operating procedures during the course of the procurement period. Guidelines established herein apply aso to other
Lottery staff and supporting resource persons for the procurement.

58



The following Committee members provide their support and endorsement of this policy paper.

Donad R. Johnson

Committee Chairman

James L. Logue

Edward C. Parseghian

Sgt. Michael D. Wilbur

STATE OF DELAWARE, COUNTY OF KENT

SIGNED BEFORE ME THIS TH DAY OF
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Notary Seal

NOTARY PUBLIC



APPENDIX B: STATEMENT OF NON-COLLUSION

Thisisto certify that the undersigned bidder has neither directly nor indirectly entered into any agreement,
participated in any collusion, or otherwise taken any action in restraint of free competitive bidding in connection
with this proposal submitted this date to the Delaware State L ottery.

NAME OF BIDDER

AUTHORIZED
REPRESENTATIVE

(Please type or print)

SIGNATURE

TITLE

Sworn to and subscribed before me this day of , 2006.

Notary Public

My commission expires:
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