The LVL Permit Re-Bid
Educational Seminar

As modified October 8, 2010




Important Re-Bid Dates




Commission-Approved Dates

15t Competitive Bid:
} First Day: August 2, 2010
} Last Day: October 18, 2010 @ 11:00 a.m.

The Match Option:
} First Day: October 25, 2010
} Last Day: November 29, 2010



Tentative Dates

2"d Competitive Bid:
} First Day: December 6, 2010
} Last Day: February 21, 2011 @ 11:00 a.m.

3'd Competitive Bid:
} First Day: March 7, 2011
} Last Day: May 23, 2011 @ 1:30 p.m.

The Commission has not yet voted on these dates.
It will do so following the 1 st Bid Round, if necessary.



I Bid Price & Number of Permits




History of Bids

History of Bids for the 2001 -2011 Permit -Period.

} There were 14 bid rounds.
An average of 589 permits were bid each round.

} The Averages

Average Minimum Bid: $2,928.57
Average Bid: $3,215.66
Average Highest Bid : $4,513.17

} The 1st Minimum Bid was $2,000. The last was $3,500.
} The Highest Bid was $10,100 per -permit.



Minimum Bid Price

The Commission may set a uniform minimum bid
price for each bid round. § 29-22B-1106(e)

} The Commission began considering the minimum bid
at its May 2010 meeting.

} The Commission has allowed for public comments.

In newspapers across the State, the Commission published
notice that it would accept written comments on the
minimum bid up until June 14 t,

At May and June meetings, the Commission has allowed
those present at the meetings to address the Commission
regarding their suggestions and concerns for the minimum
bid price.



Minimum Bid Price

} The Commission can only choose one bid price that will
apply to all bidders.

The Commission may set a different minimum bid price for
subsequent bids. These prices will likely be higher.



Number of Permits

The Commission will set the number of permits to
be placed for bid. It may not authorize more than
9,000 permits. §29-22B-1101(a)

} The number cannot be more than 9,000 minus the

number of permits retained by Certificate of
Reservation (CORS).

There havenever been 9, 000 per mits

Average # of Terminals for 2005 -2009 7,943
# of Permits Issued (July 5, 2010) 8,572
# of Terminals in Operation (July 5, 2010) 7,872



A Word On Certificates of Reservation

CORs were available to anyone who:

} Held a valid ABC license prior to January 1, 2001;

} Applied for a license on or before August 1, 2001; and

} Continue to hold an odoactivebd
Statutory Cap on Permits Held By COR:

} 2 per regular retail location

} 7 per fraternal or veteran organization

A COR allows a retailer to retain permits 0 up to

the statutory cap o without having to bid on them.

} Instead of bidding and paying at least the minimum
bid price, must only pay $1,000 per -permit.



A Word On Certificates of Reservation

On April 30, 2010, the Lottery sent certified
letters to the 172 retailer locations that hold
CORs.

} Each location was informed of the number of permits
its location held under COR.

} These locations have until July 16, 2010 to pay the
$1,000 per-permit price in order to retain their 2 to 7
permits for the next 10 -year permit -period.

This is a special classification . Any retail location

that did not get this letter, does not have a COR,

and does not have a right to reserve permits.




A Word On Certificates of Reservation

A COR Holder may choose to transfer the right -to-
the -permits under the COR to a licensed Operator.
} Retaller must sign an affidavit releasing the permits to
the Operator and submit a copy to the Lottery.
The Lottery will post the necessary affidavit on its website.
The affidavit may be submitted to the Lottery at any time.

} Operator must place the pern
retailer location.

} The COR ALWAYS remains in the control of the
original COR Holder



Notice




Publication of Public Notice

The Commission must publish a Class Il -0 legal

advertisement to notify the bid. §29-22B-1107(a)

} This ad must be in compliance with the provisions of
W.Va. Code § 59-3-1, et seq

Published once a week for 2 successive weeks.

In 2 qualified newspapers of opposite politics published in
the publication area.

Will not be published on Sundays.

} The last ad will run at least 60 days prior to the final
day for submission of bids.

} The newspaper legal advertisements are the only
notice required by law.




Minimum bid price, and
reminder of licensing and
residency requirements.

Who the bids shall be
submitted to and
addresses.

What must be included
in the bid submissions.

NOTICE
BIDS FOR LIMITED VIDEO
LOTTERY TERMINAL PERMITS

Under provisions of Section 29-22B-1107 of the West Virginin Code, the West Virginia State
Lottery Comunission will accept bids from persans who are, or intend to become, licensed
operators and retailers for permits to purchase or lease limited video lottery terminals from
licensed manufucturers. The minimum bid per-terminal must be ot least three thousand five-
hundred dollars ($3,500.00). 'To be licensed as a limited video lotiery operator or retatler, a person
must meet the four-year West Virginia residency requirement.

Bids for permits to own or lease video lottery terminals shall be submitted to the Purchasing
Division, West Virginia Department of Administration. Bids delivered or mailed to the Purchasing
Diivision shall be in the possession and control of the Purchasing Division on or before 10:00 an,
eastern stondard time on February 18, 2005. A duplicate bid shall be delivered or mailed to the
State Auditor’s bid observer’s uffice using the same time restrictions. Maifled and courier-delivered
bids shall be addressed and submitied as follows:

Subinit oue (1 3
State of West Virginia
Department of Administration
Purchasing Division
2019 Washington Sireet, Enst
PO, Box 50130
Charleston, WV 25305-0130

State Auditors Office
Bid Observer

and State of West Virginin
1900 Kanawha Blvd., Easi
Bldg. 1, Room Wii4
Charleston, WV 25305-0230

y
All submitted bids must be SEALED BF
N SEALED BID

enclosed in o sealed envelope

N " Buyer: Laoattery Buyer
that is clezu‘l‘_y . marked with the Req: Video Lottery Permit Bids
following wording: Date: February 18, 2005

Thne: (opening)} 2:00 p.ov.

Provides date and time
deadline for bid
submission.

Bids received that are not in a sealed envelope marked with the required information, stated above,
will be rejected. Bids submitted to either office by fax shall be rejected. Failure of the United States
Postal Service or a courier service to make timely delivery of any bid shall not validate any bid not ~

in the hauds of the Purchasing Division or the State Auditors Bid Observers’ Office by the required
date and timme. Each bid should be typed or printed on an 84" x 117 sheet of white paper using the
following format:

The bidders name:

The bidder’s address:

The bidder's telephone number:

The number of video lottery terminals tor which the permit is sought:
The per-terminal bid for which the permit is sought: $

Explains that permits
are awarded to highest
bidders. Explains bid and
licensing restrictions.

e total bid (per-terminal bid tinies number of terminals): §
The amount of the bid bond submitted with the bid (must equal “foral bid™):
Do Mot inclade bidders FEIN or social security number.

@ bid shall be considered unless the amount of the bid equals or exceeds the three-thousand five-
hundred dollar ($3,500.00) minimum bid amount for a video lottery teriminal specificd by the State
Lottery Commission, No bid shall be withdrawn after the appeinted hour for the opening of the bids.

T
Each person submitting a bid must furnish a bid bond guaranteeing payment of' 100 percent of the
amount bid for the permit sought by the bidder.
The bid bond must be furnished in one of the three following forms:

1. 3 i sit Receipt - proving that the cash, certified or cashiers
check or other negotiable securities was deposited withoul sestriction at the WV
Treasurer's Office and credited to the West Virginia State Lottery Comunission. Deposits
ore onky accepted if hand-delivered wo the WV Treasurer’s Office, located in the Main
Capital Building, Room E1435. Bid envelopes containing cash, certified or cashlers
checks, or other negotinble securities shall be eause for rejection.

2. Igrevoeable Letter of Credit - issued by r national or state bank or other financial
institution acceptable to the commission. (Irrevocable Letter of Credit formut may be
found at hup://www.owvlotlery.com on the Tnternet.)

3. Corporate Surety Boni - issued by a company authorized by the West Virginia Insurance
Commissioner to do surety business in the State of West Virginiu. (Bid Bond format may
be found at http://www. wvlottery.com on the Internet.)

\

Mo bid shall be considered unless the required bid bond is included in the bid submitted 1o the
Purchasing Division. —

Permits shall be awarded to the persons submilting the highest per-terminal bids. Na pesson shall

>

be authorized to directly or indirectly own or lease more than 675 video lottery terminals whether
the permit is obtained by successful bid, by certificate of reservation or by a combination of both
reservation and bidding. No retailer shall be authorized to operate more than five (5) video kottery
terminals at one licensed location, except that fralernal clubs and velterans® organizations may
operate up io ten (10) video lottery terminals at one licensed location.

Faxed bids rejected.
Failure of Post Office
wonot val.

d

Includes bid bond
iInformation.




Other Possible Types of Notice

Commercial Ads in Newspapers Across the State

Lotteryodos Website

} The Lottery will publish notice on its website.
Will run the entire periodof the re  -bid round.
Will include bid packet attachments.

} www.wvlottery.com
Press Release

No Individual Notice

} The Lottery will NOT send letters to current permit
holders or to current licensees informing them of the
re-bid process.



http://www.wvlottery.com/

Who May Bid &
Licensing Requirements




Who May Bid:

Anyone who:
} Posts the 100% bid bond correctly, and
} Timely delivers his bid documents in identical form to:
Director of Purchasing (original)
State Auditor (copy of the original)
HOWEVER, the Lottery will not fully recognize
the won permits of successful bidders until they
are properly licensed.

} If a bidder wins permits, but then does not qualify for
licensure, then that bidder will not have his permits
Issued and will lose the 100% bid bond.



Licensing Requirements

Must be licensed as EITHER an Operator OR a
Retailer, but you canot b

y 1 f a Retailer, then canot | e
y 1 f Operator, then canot have
location.
Non -Refundable
Initial & Annual Licensing Fees
Operator $10,000
Retailer $500



Licensing Requirements: Residency

Definition of OResidency
} Bona fide, full -time primary place of abode is in W.Va.;

} Not registered to vote in any other state;

} Hol ds a dri veros | 1 cense 1In
}

Timely filed personal income tax returns as W.Va.
resident for 4 preceding calendar years; and

} Does not claim to be a resident of any other state for
any purpose whatsoever.

If Licensee is a Corporation, then must show:
} Majority of shareholders are W.Va. residents, and
} Majority of shares are held by W.Va. residents.



Licensing Requirements: Location

Retailers MUST Have Location.
} Cannot have a Retaller license without an ABC license.
} Cannot have an ABC license without a location.

Location Restrictions:

} Cannot be within 300 feet of:
Church
School
Day Care Center
Perimeter of Public Park
Petroleum Products (Gas Station)
} Cannot be within 150 feet of another retail location.

} Zoning requirements set by the municipality and county



Licensing Requirements: Miscellaneous

Disqualifying Crimes:
} Violation of a Lottery or Racing law

} Any felony related to theft, bribery, gambling or
iInvolving moral turpitude

Must be licensed with the Secretary of State.
} If Retailer, SOS information must match ABC.

Some licensing qualifications vary depending on
whether the permit -holder chooses to be licensed

as an Operator or a Retaller.



When Should a Bidder Get Licensed?

A bidder can get licensed before or after the bid.

} Itis not required to bid, but it is required to get permits.

There are pros and cons either way.

} A bidder can pay $10, 000 to
| |

$500 to get a Retailerds C
permits.

} Or a bidder can pay thousands of dollars on permits,

only to discover that he 1 sn

will lose the permits & and the money for the permits 0o
because of it.

Ultimately, this is a business decision for the
bidder to make for himself.



How Long Is The License Good?

New LVL licenses run from Date of Issuance to
September 30.

} 1 f a new bi dder becomes | 1 ce
On October 31, 2010, the license is good until Sept. 30, 2011.
On June 30, 2011, the license is good until Sept. 30, 2011.

| t0s the same cost, so the ear/l
LVL license renewals run from October 1 to
September 30.

} If a licensed retailer or operator loses permits, his
license remains good to September 30, even if he no
longer has machines as of June 30.

The license fees will NOT be prorated.



A VERY IMPORTANT NON-BID
LICENSING CHANGE

As of August 1, 2010, if a retail location changes,
the retailer MUST obtain a brand new license
through the Lottery.

} Example. Retailer has a retall location at 123 Amity

Drive. She decides to move her business to 456 Amity
Drive. She must obtaina completely new license

Pay the $500 fee
New license application
New background checks

} Thi s 1 s consistent with ABCA

The Commission is also considering a fee for
Corporate Buy -Outs. This will be discussed at its

b 25



The Bid Packet




What Must Be In the Bid Submission:

Must Include:

Name

Bid amount per -terminal

Number of terminals he is bidding on
Total bid amount

Type of bond

100% bid bond

) e md md d



BID FOR LIMITED VIDEO LOTTERY TERMINALS PEEMIT

Bidder’s Name: ABC Corporation
DBA — ABC’s Bar & Grill

Bidder’s Address: 12345 Wesi Main Sireet

Ay Town, WV 25111

Bidder’s Telephone Mumber:

Mumber of video lottery termunals for which permut is soughit:

Per terminal bid for which the permit is sought:
(mumimnm bid 1s $10,000.00)

Total Bid (per-temmimal bid fimes momber of terminals):

Amowunt of the bid bond submmtted with the bad:
(mst equal “Total Bad™)

ABC Corporation

By: iﬂi&ﬂ:ﬂ Brda
(signature of bidder)
Buddv Bidd
(print nanme)
Presidemt
(title)

Circle Omne: Operator Fetailer

Mailing Address:
(if different than bidder’s address)

P.O. Box 1234

My Town, WV _25111-1234

(304) 8999999

5

$10.000.00

$50.000.00

S50.0040.00

Fratemmal\eteran

(type of icense for which bidder will apply / has applied)




Bid Name

The permit wil |l be |1 ssued
} Example. 0o Bi dder ds Named is 1|1 st

ABCO0s Bar & Gril I . The pern
name. Permits are not transferable. Because of
t hi s, | f ABCOs Bar & Gri | | I

permits, then it must sell the entire business in order to
sell the permits.

} The Lottery recommends that bids are placed in the
name of a corporation.



Bid Bonds

Each bid must include a 100% bid bond.
1} 100% bid bond = 100% of the bid

} Example. Adam bids $10,000 per -permit for 5 permits.
His bid bond must be in the amount of $50,000.

} What happens to the bond after the bid?

If the bidder is successful, then the Lottery will retain the
full bid bond.
If the bidder is unsuccessful, then the Lottery will refund it

to the bidder.

A Failure to license or inability to meet the 90 -day requirement
(discussed later) are not causes for bid refunds.




Acceptable Types of Bonds

Types of Bonds:

} Insurance (Surety)

} Negotiable Securities

1} Cashi eros Check
} Irrevocable Letter of Credit

Legal Authority: §29-22B-1109



Surety Bonds & Letters of Credit

Surety Bonds

} Must be issued by a surety company authorized to do
business with the State
} Lottery will likely provide a list of acceptable surety
companies in the Bid Packet.
The Lottery is currently in contact with the W.Va. Insurance

Commission to obtain this list.
Irrevocable Letter of Credit

} Must be issued by a financial institution acceptable to
the Commission.

The Commission will accept letters of credit from
government -regulated financial institution.



Bidder binds
itself to W.Va. &

the Lottery
Commission in

an expressed
dollar amount.

Bid bond will be
returned ONLY
if bid is rejected
or winning bidder
pays the full
amount to the
Lottery.

The Surety
Company and the
Bidder -Corp. must

be licensed to do
business in W.Va.

BID BOND

EMNOW ALT MEN BY THESE PEESENTES, That we, the undersigned,

of as Pomocipal, and

of .

a corporation organized under the laws of the State of with its

principal office in the City of . as Surety, mheldmdﬁlml}r

bound unto the State of West Virgima, West Virginia State LD‘H:E-‘IF Cm:n.mmsmu., as Obligee, in the penal sum

of DOLLARS (% ) for the payment of

which, well and truly to be made, we jointly and severally bind ourselves, our heirs, adminmistrators, executors,
successors and assigns.

The Condition of the above obligation is such that whereas the Primcipal has submitted to the Pur
Division of the West Virgima of Admimstration a certain bid concemning limited wvideo lnttery
permits as required by W Va. Code §29-22B-1109, attached hereto and made a part hereof

NOW THEEEFORE,

(A)  If said bid shall be rejected, or

(B) If said bad shall be accepted and the Proncipal shall pay the amount of the bid to the Obligee
along with payment of any other fees or the posting of any other bonds legally required to be paid or posted by
the Principal to the Obligee, then this obligation shall be null and void, otherwise this obligation shall remain in
full force and effect. It is expressly understood and agreed that the habality of the Surety for any and all claims
hereunder shall, in no event, excesd the penal amount of this cbligation as herein stated.

The Surety, for value received, hereby stipulates and agrees that the cbligations of said Surety and its
bond shall be in no way impaired or affected by any extension of the time within which the Obligee may accept
such bid; and said Surety does hereby waive notice of any such extension

IN WITHNESS WHEREQOF, Proncipal and Surety have hereunto set their hands and seals, and such of
them as are corporations have their cansed their corporate seals to be affixed hereto and these presents to be
signed by their proper officers, this day of L 20 .

Principal Corporate Seal

(IName of Principal)

By

(MIust be President or Vice President)

Surety Corporate Seal

Title

(MName of Surety)

(Attormey-in-Fact)

IMPOETANT: Surety executing bonds must be licensed in West Virgima to tramsact surety insurance.
Corporate seals must be affixed, a power of attorney must be attached, and a West Virginia resident agent must

sigm of countersign.




IRREVOCABLE LETTER OF CREDIT

Dctober 18, 2010

John C. Musgrave, Director

West Virgimia State Lottery Office
P.O. Box 2067

Charleston, WV 25327-2067

RE: IRREVOCABLE LETTER OF CREDIT NO.

Dear Director Musgrave:

We, (the financial mstitution), hereby establish m favor of the
State of West Virginia for the use of the State Lottery Commuission cur Frrevecable Letter of Credit available by
draft of the Director of the State Lottery Office drawn at this Bank at owr banking house in
(city), for the fixed amoumt of $ , for the accoumi of
(bidder), providng 100%: bid bond mdemmnification to the State
Commussion to secure payment of the pernmit-holders bid to the Lottery as set forth in Chapter 29, Article 278,
section 1109 of the West Virgmia Code.

1. Heraumder (fimds) are available to yow, or your successor as Director
of the State Lottery Office, by drafts of the Director of the State Lottery Office drawn on us if presented on or
before September 19, 2005. Drafts mmst be marked Drawn Under Imevocable Letter of Credit No.

dated .

2. Any draft hereunder shall be accompanied by a wntten certification by the Director of the State
Lottery Office that (bidder) has failed to pay the amount of money bid to the
Lottery Commission, after a thirty-day demand notice to do so, for a permit to purchase or lease one or more video
lottery termunals to be used in connection with the limited wideo lottery program admmistered by the West
Virgmia State Lottery Commmssion.

3. All drafts drawn under and in compliance with the terms of this Imevocable Letter of Credit will be
duly honored upon delivery of documents as specified if presented on or before the cumment or a firlure date of

expiration.

Very truly yours,
(financial mstitution)
By _
(pnnted mane)
(signature)
(ttle)




Negoti able Securities

Both Negotiable Securitie:
MUST be deposited o without restriction 0 in the
State Treasureros Office
Lottery Commission.
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The Bid Envelopes

Purchasing Bid Envelope Must Include:
} ORIGINAL Bid Sheet
} ORIGINAL Bid Bond

Audi toros Bid Envel ope Mu:
} COPY of Original Bid Sheet
} COPY of Original Bid Bond

The Purchasing Bi d Envel o}
Envelope must contain IDENTICAL  information.
Otherwise the bid will be REJECTED

The Lottery GREATLY PREFERS that all bids are
submitted via Certified U.S. Mall.

} Bids may not be sent via fax.




The Purchasing & Auditor

Both envelopes must be SEALED.
Mark the outside of each envelope EXACTLY as

such: SEALED BID:
Buyer: Lottery Buyer
Req.: Video Lottery Permit Bids
Date: October 18, 2010
Time: (opening) 1:30 p.m.
} Noti ce t hat 't does not have

} Must mark even if hand -delivered.

} The Bid Packet will include the addresses for
Purchasing and the Auditoros



For the 1 st Competitive Bid,
all bids MUST be received
by BOTH the Director of Purchasing
and the State Auditor
between August 2, 2010
and 11:00 a.m. on October 18, 2010
Any bid that Is received
TOO EARLY or TOO LATE
by either Purchasing or the Auditor
will be REJECTED



How To Get the Bid Packet

Lottery Contact Person is Pat Bright

} Phone: 304-558-0500 ext. 351
1} U.S. Mall: P.O. Box 2067, Charleston, WV 25327

Visit the Lottery Website

} www.wvlottery.com

} Please be sure to download and print ALL bid
documents posted on the website.



http://www.wvlottery.com/

Opening Bid Day




Opening the Bids

Representatives of Purchasing, the State Auditor,
and the Lottery will be physically present at the
same venue on the same day, at the same time.



Opening the Bids

1. The Purchasing and Auditor reps will open their
respective bid envelopes and will alphabetize the
bidders.

2. Purchasing will read each bid out loud.
Any bid bond less than 100% will be rejected.

3. The Auditor rep. will announce whether his bid
documents match those of Purchasing.

If the documents do not match, the bid is rejected.

4. Lottery accountants will enter the information
Into a spreadsheet. They will calculate in the 5%
preference for current permit holders. They will
then determine the permit winners.



The 5% Preference

The Lottery will add 5% to each bid submitted by
a ocurrent permit hol der .

} The | aw defines a ocurrent p
who holds a permit in the 10 -year permit -period
preceding the bid.

} Those who hold permits solely by Certificate of
Reservation do not qualify for the preference.
Preference is only for those who hold permits by sealed bid.

} Legal Authority: §29-22B-1108



The 5% Preference

Preference ONLY applies if the bid meets or

exceeds the minimum bid price.

} Must meet the minimum bid without the 5% add  -on.

} Example. The minimum bid is $10,000 per -permit.
Permit holder Paula bids on 100 permits at $9,750 per -
permit. Even though her bid would have reached

$10,000 with the 5% preference, she will not receive it,
and her bid will be rejected.




The 5% Preference

The preference follows the current permit holder,
and not the number of permits.

} Example. During the 2001 -2011 permit -period, Curtis
the Current Permit Holder has 50 permits. Curtis bids
on 100 permits for the 2011 -2021 permit -period.
Curtis will benefit from the 5% preference for his bid
on all 100 permits.




The 5% Preference:
IMPORTANT REQUIREMENT

In order to receive the preference, a current
permit holder MUST bid under the same name as
IS on his current permits.

} Example. Opie holds 100 permits under his legal
name. | f Opi e bi ds under hi
Games, Inc., he will not receive the 5% preference.

} The Lottery will award the preference by cross -
checking the bidderods name a

current permit hol ders. | f
the Lottery wonot know t hat
preference.



Awarding the Permits




Awarding Permits

Permits will be granted based on the highest bid.

} Permits 0 and bids 0 are statewide.
Bidders are not bidding against specific individuals.
Bidders are not bidding for specific locations.

} The Lottery looks solely at the amount of the bid.

With the exception of the 5% preference, the Lottery does not
take into account WHO is bidding.

The Lottery does not take into account WHERE the bidder is
located or WHERE the bidder may want to place the permits.

} A bid received on August 2 does not have a preference
over bids received at 10:59 a.m. on October 18.

Al | t hat matt er | S t hat Pur chas
the bids within the bid dates.



Highest Per -Permit Bid Will Win Permits First.

The 2nd highest bid will win next.
Then the 3™ highest, then the 4 th,
And so on and so forth.

IF there are more
bids than permits,
then the lowest bids lose.

IF there are more
permits than bids,
then all proper bidders win.

The Commi s si
Set Minimum Bid

Anything below
this point is rejected.



Breaking Ties

The Lottery will break ties by drawing lots.

}  Only comes into play when there are more bids than permits,
and there are multiple bids at the same bottom price level.

} Determination by lots may be drawn out of a physical hat or
drum, or it may be an electromechanical drawing.



Announcing Winners

For the 1 st Bid Round, winners should be
announced by October 25t

} The Lottery will send certified letter to all bidders
iInforming them of whether or not their bid was
successful.

} Successful bi dder s wi | | al so
website.
Per-permit price
Number of permits won.
No one person may directly or indirectly own or
win more than 675 permits.



There Is No Take Option

n March 2010, a bill was passed by the
_egislature that would allow current permit
nolders to take permits from winning bidders who
were not current permit holders.

} This bill was vetoed, and did not become law.

} Ultimately, if you properly bid, and you bid high
enough to win permits, you can keep the permits so
long as you are 0 or become d licensed.




Retailer Wins Own Permits

SITUATION: At the time of the bid, Operator has

a contract with Retaller to lease machines. On its

face, the terms of the filed contract extend beyond

June 30, 2011. Both the Operator and Retaller bid

on and win permits during the bid. Both want to
place 5 machines I n Retail

QUESTION: On July 1, 2011, whose machines
will the Commission enable?




Retailer Wins Own Permits

ANSWER: The Lottery will k e e
machines enabled UNTIL either:

} The Operator releases the Retailer, in writing, from the
filed contract;

} A Court issues an order requiring the Lottery to allow
the Retaliler to place his own terminals in his location;

} A Court determines that the contract is invalid; or
} The terms of the filed contract lapse.

WHY? This is how the Lottery has handled similar
situations in the past.




Retailer Wins Own Permits

Where does that leave the Retaliler?

}

For Retailers in this situation, the Lottery will WAIVE
the 90-day requirement until a Court of Law makes a
final determination, provided the Lottery receives
advanced notice.

If the Lottery does not receive notice prior to July 1, 2011
that the matter is in court, then the 90  -day requirement will
be applied to the Retailer.

Retail er candot | ease the pe
heds on another | icense or
then he can place the permits in another location.

r mi t
get s



The Match Option




the Lottery will allow qualified persons to obtain
remaining permits up to the amount authorized by
the Commission by matching the highest bid in
the preceding Bid Round.




Who Qualifies For This?

Persons who were consi der ¢
hol derso I n the ten year |
2011; AND

Those who submitted bids that matched or
exceeded the minimum bid price in the Bid Round
iImmediately preceding the match option.



Notification & Payment

The Lottery will send certified letters to all
gualifying individuals following each Bid Round
assuming all Commission authorized permits are
not taken. This letter will include:

} The deadline for submitting the request;

} A blank form to submit the request on;

} The per-permit price (equal to the highest bid); and

} Who to submit the request and payment to.

Payment must be made in full by:
} Cashi eros check or
} Money order



Example.

Following the 1 st Bid Round, there are 3,500
permits remaining based upon the total amount
authorized by the Commission. The highest bid
was $25,000 per-permit. Curtis had permits
during the 2001 -2011 permit -period. He bid on
permits during the 1 st Bid Round. Curtis will be
given the option to obtain more permits by paying
$25,000 per-permit




If Demand Exceeds Supply

If current permit holders request more permits
than are available, then the Lottery will draw lots

to determine who wins.
} Same process as if there was a tie during the bid.

The Lottery will NOT take permits from persons
who won during the preceeding Bid Round.



I Buying Machines for 2011-2021




Video Lottery Terminals (VLTS)

The re-bid ONLY relates to bidding permits.
When bidding, you are NOT bidding on the actual
video lottery machines!

To obtain VLTs, you must go through a licensed
LVL Manufacturer. At this time, they are:
International Gaming Technology (IGT)

Scientific Games International (as of June 30, 2010)
GTECH Corporation (Spielo)

Summit/Game Technologies

Aristocrat Technologies

Williams (WMS)

) e d md md



VLT Testing

All hardware and software used in video lottery
gaming is subjected to several levels of testing.
} Original certification of products is performed by

Gaming Labs International, an independent testing
consultant.

} Next, the Lottery test lab staff audit games on a test
system before those games are presented to the
Commission for approval.



Cost Estimates for Start-Up or Replacement

_ Cost Estimate Additional

Machine

Controller Unit

Data Line

Game Software
Changes

$12,000
to $15,000

$4,000

$100 Monthly

$2,000 to $5,000

-ICIS or SAS Protocol

-Pricingisbasedon Manuf actur er
and is not subject to Lottery control.

-This serves as the intermediate host

between the machine and the central
management system at Lottery HQ.

-Provides the location with daily reports of
cash flow/revenue and validates tickets.

-Each machine protocol requires a separate
controller unit.

-Data lines are currently dedicated dial -up
telephones.

-The Lottery is exploring improved data
lines for the next 10 -year period.



Up-Grading

Current Permit Holders may consider using the
re-bid as an opportunity to up -grade.

} The Lottery is considering a VLT Trade Fair to
Introduce new and current permit holders alike to the
various VLTs available for placement in West Virginia
and to educate on the technical aspects of the LVL
iIndustry.



The 90-Day Requirement

New permit holders will have only 90 days from
the time the permit is issued to get their machines

In operation. 8§ 29-22B-1113

} The 90-Day Clock starts at time of licensure or on July
1, 2011 d whichever comes last.

For the first three bids, successful bidders MUST submit
their licensing applications to the Lottery no later than July

1, 2011.



The 90-Day Requirement

What Must Be Accomplished In Those 90 Days:

1.
2.
3.

Order machines from licensed manufacturer
Legally transfer the machines into W.Va.

If Operator, must have a contract with a licensed
Retaller, so that the Operator can place the machines.

Machines must be installed and in operation.

They cannot operate wit hesuta kfeic
with the Lotteryodos central com
data line to Lottery HQ.



The Johnson Act

The Gambling Devices Act of 1962, 15 U.S.C. §81171-
1178, known as the o0Johnson
by any person or entity engaged in the business of buying,
selling, leasing, using, or making available for use by

others any gambling device.
} Registration must occur upon initial shipment into West Virginia.

} Registration is also to be requested in writing each calendar year prior
during the month of December to engaging in business and is effective on
the date all required information is received at the Department of Justice.

} The request for registration should include the registrant's name and each
trade name under which the registrant does business, the address of each
of the registrant's places of business, the street address in any state or
possession of the United States where the gambling device records can be
viewed, the officers' or owners' names and titles, and the activities the
registrant intends to engage in during the calendar year as described in
section 1173 of the statute.



The Johnson Act

The web site for registration is
http://www.justice.gov/criminal/oeo/gambling/

} To register, please complete the Request for Registration and either
fax the signed request to (202) 353 -7675 ATTN: Sandra Holland, or
scan and e-mail the signed request to
Gambling.Registration@usdoj.gov

}  You should type in responses to all questions before printing out the
f orm. | f a particular question I s ni
applicabl e. 0

There is no fee to register. A registration confirmation
letter will be mailed to the address specified within
three to four weeks.



Bringing Machines Into W.Va.

Manufacturers will not ship VLTs into W.Va.

without the approval of LVL Security.

} Security must be present at the time that VLTs are
initially shipped into the jurisdiction.

} Security will cut the seal off the truck, check the order
number, and then enter the seal into the logic area.

} In addition to shipping papers, permit holders must
have completed the installation paperwork in order to
have the machines installed in a location so that they
may operate for play.



What To Do With Old Machines

2 Situations May Arise:

1. Current Permit Holder obtains less permits inthere -
bid than he currently holds.

2. Current Permit Holder wants to up  -grade.

3 Options for Old Machines

1. Destruction of VLTs

2.  Manufacturer Buy -Back or Trade -In
3. Move Machines Out of W.Va.



Destruction

Prior to the destruction of machines, the owners,
may remove certain technical parts from the VLTs.

} Cannibalization is for the purpose of using the parts for
repairs on other VLTSs.

} Must be approved by LVL Security.



Moving Machines Out of State

Machines must be moved out of W.Va. In
accordance with both Federal & State laws.

} The Lottery must be involved in order to assure that
movement is within compliance with W.Va. law.

} The Lottery can NOT advise on what steps are
necessary in order to comply with Federal laws or in
order to avoid violating the laws of other states.



Destruction, Buy-Back, & Move-Out

VLT Owner must give LVL Security the
Information on the Intrastate Transportation form.

LVL Security will verify:

} Ownership of the machine

1} Machine location

} License, serial, and VGM numbers

LVL Investigator will:

} Remove the Decals

} Remove the EPROMSs

} Must be present at time of destruction/transportation

The EPROMSs are the property of the W.Va. Lottery.



Service Technicians

All permit holders are responsible for hiring
service technicians to make machine repairs.
} Service technicians must be:

Trained
Licensed

} Service technicians may not enter the logic area
without an LVL Investigator.

} Licensed operators and retailers may also hold a
service technician license.
This is the only dual license allowed under the LVL Act.



An Advertisement Reminder

The LVL Act has VERY strict prohibitions on any
type of LVL advertisement.

} 'You can NOT advertise:
That your location offers LVL for play.
That you have machines you want to sell.
That your selling a business that currently has LVL.
} The only authorized advertisement is the red dot
saying that your location has W.Va. Lottery products.
} OAdvertisementsod i nclude:
Flyers
Classified ads in newspapers
Facebook, MySpace, and Crai gbs



When In Doubt, Just Ask!

Lottery HQ Main Number: 304 -558-0500

Name Extension Area of Expertise
Alvin Rose 248 LVL Security
Monica Robinson 300 Re-Bid Laws
Kris Radford 213 Licensing
Mara Pauley 329 Bid Bond/CORs
Pat Bright 351 Bid Packet

Tacy Donovan 216 Video Lottery Terminals

We want to make sure you get the best, most accurate information,
so depending on the question, your call may be transferred to other Lottery divisions.



