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PERMANENT OREGON ADMINISTRATIVE RULE CHANGE CONSIDERATION
Commission Request

In January 2016, a traditional retailer applicant submitted a waiver request under ORS 461.300 (2)(b). This request
prompted the OSL Commission to raise the concern that the statutory focus of the background investigations on
large public companies or multi-state chain stores, have had great emphasis on the individual than the corporate
level. The OSL Commission then directed the OSL to:

e Analyze the background process of retailers and to stay current with today’s business structures and
practices, while remaining steadfast that the Oregon State Police can assure the F.I.S.H.

e Assure fairness to retailers, maintain transparency and reduce precedent setting actions.

e Adjust policy and processes to improve alignment with OSL’s risk appetite.

The following document will explain the intent behind the proposed amendment to OAR 177-040-0001 (4), as well
as provide information regarding the current retail contract process for public companies and multi-state retail
chains and the potential effects this amendment and procedure would have on current process. This document will
also present key issues and identify peripheral considerations for further discussion and consideration.

Decision Point

e Shall the Oregon State Lottery Commission make a permanent rule change amending OAR 177-040-0001 (4).
This amendment will authorize an alternative disclosure process. If criteria is met, it will allow the waiver of
standard disclosure information in ORS 461.700, enabling Oregon State Lottery (OSL) Security to perform an
alternative investigation on public company and multi-state retail chain traditional retailer applicants.

STATUTORY AUTHORITIES
Oregon Constitution

e Article XV Section 4 (a) - ...The Commission is empowered to promulgate rules related to the procedures of
the Commission and the operation of the State Lottery. Such rules and any statutes enacted to further
implement this article shall insure the integrity, security, honesty, and fairness of the Lottery.

Statutory Structure

e 461.300 (1) - ...The Oregon State Lottery Commission shall adopt rules specifying the terms and conditions
for contracting with lottery game retailers so as to provide adequate and convenient availability of tickets
or shares to prospective buyers of each lottery game as appropriate for each such game.

e 461.300 (2)(a) - The Director of the Oregon State Lottery shall, pursuant to this chapter, and the rules of the
commission, select as lottery game retailers such persons as deemed to best serve the public convenience
and promote the sale of tickets or shares.

e 461.300(2)(b) - ...Except when the director recommends, and the commission concludes, that it is reasonable
and prudent to waive disclosure requirements under this section and that to do so will not jeopardize the
fairness, integrity, security and honesty of the lottery, prior to the execution of any contract with a lottery
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game retailer, the lottery game retailer shall disclose to the lottery the names and addresses of the
following...

e 461.700 (1) - Any person required to submit disclosure information under this chapter, in addition to the
requirements specifically listed in this chapter, shall also submit for each individual the true name, as well
any other name used, date of birth, place of birth, Social Security number, current residence address, and
residence address for the last 10 years, current marital status including how long, spouses name, address,
date of birth and Social Security number.

e 461.190 - The Assistant Director for Security appointed pursuant to the Constitution of the State of Oregon
and this chapter shall be responsible for a security division to assure integrity, security, honesty and fairness
in the operation and administration of the Oregon State Lottery, including but not limited to, an examination
of the background of all prospective employees, lottery game retailers, lottery vendors and lottery
contractors.

EVALUATON AND RECOMMENDATION
Overview of Current Regulatory Framework and Practices for OSL Retailers

The Oregon State Lottery statutory structure makes no distinction at the corporate level between video and
traditional applicants, size and/or corporate capabilities in its treatment of the requirement for disclosure under
ORS 461.300 and ORS 461.700.

When a prospective lottery game retailer applies for a contract, the applicant shall satisfy all disclosure requirement
under ORS 461.300 and 461.700 before a retailer background investigation can be conducted, except where statue
gives the authority to the commission to waive disclosure requirements under ORS 461.300 (2)(b). This exception
is based on the Director’s recommendation and the Lottery Commission’s conclusion that it is reasonable and
prudent to waive a disclosure under this section and that to do so will not jeopardize the fairness, integrity, security
and honest of the lottery.

Currently, the OSL has been using two means for applying the provision for waiver of disclosure. The first, in the
general sense of the statutory authority for waiver of disclosure requirements of ORS 461.300 (2)(a) where the
request must be formally recommended by the Lottery Director and approved by the Lottery Commission. The
second, is a specific application of statutory waiver provision of ORS 461.300 (2)(a) and qualifying criteria under the
rule making authority OAR 177-040-0001 (4)(a) where the rule waives the personal disclosure of individuals
operating in certain managerial roles within an applicant/Lottery retailer that meets certain business criteria.

Other than through these waiver practices, a traditional public company or multi-state retail chain that applies to
become an OSL retailer, is required to disclose all specified personal information as part of their complete
application packet so a background investigation being initiated.

How often is a waiver asked for?

During the last five years there have been six requests for waivers, to include: Rock Bottom of Minneapolis (2012),
Tesoro (2012), Albertson’s (2013), WinCo Foods (2014), QK Holdings (Denny’s) (2014), and C&K Market (2016).
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Overview of Current Regulatory Framework and Practices for OSL Vendors

To resolve the above concerns brought forth by the Commission and to satisfy the Commission’s requests, there
should be an investigation emphasis shift to the suitability of the corporation and its ability to exercise control and
governance. This is intent of the due diligence investigation that the Lottery’s Security Section currently performs
on OSL vendors who are classified as a Sensitive (gaming equipment, sensitive data storage, etc.)Procurement. The
due diligence investigations on Sensitive Procurement

This type of investigation fully satisfies the Lottery’s interest in risk mitigation without the need to undertake
extensive investigations into a vendor’s key personnel. By contrast, the due diligence investigations into Public
Company/ Multi State traditional retailers are arguably more extensive in the focus of key persons, while the
subjects of these investigations present a lower risk to the Lottery than Sensitive Procurement vendors.

While criminal activity of key persons remains a part of the Sensitive Procurement due diligence investigation, it is
centered on the reputation, suitability, compliance, business practice, solvency, tax compliance, and criminal
activity of the corporation.

This investigative focus determines the corporation’s ability to exercise control and governance to assure
compliance with contract provisions, as opposed to the focus of the traditional retailer investigation on key persons
to do the same, thereby assuring the protection of the F.I.S.H.

Therefore this investigative approach could be applied to Public Company/ Multi State Traditional Retailers to
assure the level of protection to the F.I.S.H that is assured of our Sensitive Vendors.

PROPOSED REGULATORY FRAMEWORK

If an applicant for a traditional retailer contract meets the proposed rule criteria of:
e 30 or more individual locations; and
e Gross annual revenues of $10 million or more; and
e 300 or more employees

This would provide evidence towards a company’s ability to exercise control and governance, thus allowing the
Lottery to evaluate whether the alternative disclosure process should be considered. We would propose conducting
on this applicant the same due diligence investigation used in the OSL sensitive procurement vendor investigation.

This would shift the emphasis of the investigation to the corporate level waiving standard disclosure information
that are found in ORS 461.700.

Key persons would not be required to provide fingerprints or disclose: driver license number or state, home or cell
phone numbers, email addresses, aliases or other name changes, marital status, spouse information (name, date
of birth, social security number and address), criminal convictions, pending Class A misdemeanor or Felony charges,
personal gaming/gambling license or permit, and contract history and discipline.

However, the corporation would now be required to provide the following additional information, beyond today’s
current traditional retail application requirements: all states/jurisdictions where conducting business, description
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of goods and services the business provides, complete corporate structure (organization chart) including names and
addresses of subsidiaries and affiliated entities, names and addresses of business certified public accountants and
attorneys, history of fines from gaming authorities, gaming application withdrawals, details of governing board
members who are or have been State of Oregon employees, criminal investigations of the applicant or related
entity, investigations of tax law violations, civil litigation history and financial statements of the most recent three
years.

Implementation

To implement this proposed framework:

e OAR 177-040-0001(4) would be amended to authorize the Alternative Disclosure Process. (Attachment A)

e When a retailer has inquired to become an OSL traditional retailer, meets the criteria found in OAR 177-
040-0001(4) and Retail Contracts concludes it would be prudent to pursue a waiver, Retail Contracts and
Security may follow the “Public Company/Multi-State Retail Chain Traditional Retailer Investigative
Procedure” (Attachment B) and the following processes:

e Security will conduct a Public Company/Multi-State Retail Chain Due Diligence Investigation, using
the Public Company/Multi-State Retail Chain Application for Traditional Retailer Contract.
(Attachment C)

e The Assistant Director of Security reviews Waiver Request Recommendation Memo and briefs
Retail Contracts. The Waiver Request Recommendation will be delivered to the Director.
(Attachment D)

e The Director may, based upon the investigation results and recommendation, put forward to the
Oregon State Lottery Commission a request for consideration of waiver authorized under ORS
461.300 (2)(b).

e If the Director presents a request for waiver to the Oregon State Lottery Commission, the Oregon
State Lottery Commission will make the final determination through a motion if a waiver will be
granted. (Attachment E)

Summary

Due to the ability of the Oregon State Lottery to rely upon the process used in a Sensitive Procurement to protect
sensitive business data, gaming equipment and other related activities, it would seem reasonable that an applicant
that receives a favorable recommendation from the same type of due diligence investigative process as an Oregon
State Lottery sensitive vendor, could be relied upon to operate as a retailer without jeopardy to the fairness,
integrity, security and honesty to the Lottery.
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Attachments

e A —Proposed language for OAR 177-040-0001(4).

e B -—Public Company/Multi-State Retail Chain Traditional Retailer Investigative Procedure

e C— Public Company/Multi-State Retail Chain Application for Traditional Retailer Contract

e D - Public Company/Multi-State Retail Chain Proposed Waiver Request Recommendation Memo
e E—Recommendation Motion

e F—Workflow Diagram

e G —Statutory Authorities
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OREGON STATE LOTTERY

DIVISION 40
OREGON STATE LOTTERY DISCLOSURE WAIVER

2016 Rulemaking Project

DRAFT DATE: July 13, 2016
177-040-0001 General Application Requirements
(1) General: Any person may request an application from the Lottery.

(2) Disclosure Required: The Director may require any degree or type of disclosure necessary of
the applicant or any other person in order to assure the security and integrity of the Lottery. An
applicant must disclose to the Lottery all information required by the Director.

(3) Application Required: An applicant must file a complete application. The applicant must
provide a complete personal disclosure, including documents and other information requested
by the Lottery relating to the applicant’s personal, financial, and criminal background and an
applicant’s associations with other persons. The application shall also include, but not be
limited to:

(a) Authorization: An authorization, signed by the applicant, to investigate the
applicant.

(b) Consent: Written consent to allow the examination of all accounts and records to be
considered by the Director to be material to the application.

(c) Disclosure: Disclosure of the source of funds, financing, and business income used
for the purchase and operation of the applicant’s business.

(d) Premises Ownership: If the premises are not wholly owned by the applicant, the
applicant shall furnish to the Lottery:

(A) A statement of the name and address of the owner or owners of such
premises;

(B) Any document requested by the Lottery showing the applicant is entitled to
possession of the premises;

(C) Complete information pertaining to the interest held by any person other
than the applicant, including interest held under any mortgage, deed of trust,

1



‘ BRIEFING DOCUMENT: Attachment A
[cicid  Proposed language for OAR 177-040-0001(4).

7/13/16D
bond or debenture, pledge of corporate stock, voting trust agreement, or other

device; and
(D) Such other information as the Lottery may require.

(4) Alternative Disclosure Process: Waiverof-Rersenal-Disclosurer-Notwithstanding section (3)
of this rule:

(a) Large Public Companiesy or Multi-State Retail Chains: If an applicant for a
traditional lottery game retailer contract is a public company or a multi-state chain
retailer that meets the following additional criteria of:

(A) 30 or more individual retail locations; and

(B) Gross annual revenues of $10 million or more; and
(C) 300 or more employees;

then the Lottery may use an alternative disclosure process that has been approved by
the Lottery Commission as authorized under ORS 461.300(2)(b). This alternative
disclosure process will focus its disclosure requirements on the public company or the
multi-state chain itself. Using supplied disclosure information, the Lottery will conduct
an investigation. The Director may determine at any time that additional disclosure is
necessary for the security and integrity of the Lottery.

(b) Commission Approval: After the Lottery’s Security Section has completed its
investigation of an applicant under the alternative disclosure process, the Director may
request that the Commission waive the personal disclosure requirements for an
applicant that successfully passes the alternative disclosure process.

(A) Approval: If the Commission approves the waiver, the Director may then
enter into a contract with the applicant.

(B) Denial: If the Commission does not approve the waiver, the Director may
have Security conduct its personal disclosure process, and if the applicant passes
that process, the Director may then enter into a contract with the applicant.

(5) Waiver of Personal Disclosure for Certain Managers: If the applicant for a traditional lottery
game retailer contract is a public company or a multi-state retail chain, Lottery will waive the
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personal disclosure requirements for the manager of each retailer location unless the Director
determines such disclosure is necessary for the security and integrity of the Lottery.

(65) Compliance Required: An applicant’s failure to comply with any application or disclosure
requirement may be grounds for denial or rejection of the application.

(76) Material Change: An applicant must immediately report to the Lottery, in writing, any
material changes to the application during the application process. A “material change” means
any change that may affect the Lottery’s evaluation of the application based on the
requirements contained in Division 40 of these rules.

(8%) Waiver: In submitting an application, the applicant expressly waives any claim against the
State of Oregon, its agents, officers, employees, and representatives, and the Oregon State
Lottery, its Director, agents, officers, employees, and representatives for damages that may
result. Each applicant also accepts any risk of adverse public notice, embarrassment, criticism,
damages, or claims which may result from any disclosure or publication by a third party of any
public information on file with the Lottery.

(98) Resubmission: When an applicant has submitted a complete personal disclosure to the
Lottery within the preceding twelve months, the applicant need not necessarily submit a new
personal disclosure, but if the applicant does not submit a new personal disclosure, the
applicant must submit, on forms approved by the Director, a sworn statement regarding any
changes which may have occurred regarding the accuracy of the information provided in the
previous personal disclosure. The Director may require the applicant to submit a complete
personal disclosure if the Director determines substantial changes have occurred.

Division 40 — Disclosure Waiver - Draft Rules - July 2016.docx



Form 501.5

Oregon State Police
Lottery Security Section

Public Company / Multi-State Retail Chain
Traditional Retailer Investigative Procedure

PURPOSE

The purpose of the Public Company / Multi-State Retail Chain Traditional Retailer Applicant
Investigation is to evaluate an applicant’s eligibility to become an Oregon State Lottery Game
Retailer. Each investigation shall be thorough, taking into consideration the particular sensitive
nature of the Oregon State Lottery while assuring the fairness, integrity, security and honesty in the
administration and operation of the Oregon Lottery and its retailer base.

INVESTIGATIVE APPROACH

The technique of investigating a Public Company / Multi-State Retail Chain will be similar to a
Sensitive Procurement due diligence investigation; evaluating the competence, integrity, background,
character and true nature of the ownership and control of the business entity. This investigation will
be assigned to a Retailer Detective and will proceed as a joint effort with the VVendor Section.
Investigations will begin with a meeting between the assigned Retailer and Vendor Sergeant and
assigned lead Detective.

The Public Company/Multi-State Retail Chain Traditional Retailer Applicant investigation will:

(1) Determine a company’s reputation and suitability in conducting business in the industry;

(2) Determine the competence of the applicant;

(3) Ascertain any compliance issues with other regulatory agencies;

(4) Identify unsuitable associations and individuals;

(5) Uncover any unethical or illegal business practices;

(6) Evaluate the solvency of the company;

(7) Assure compliance with federal, state, and local tax laws; and

(8) Ascertain any criminal convictions or arrests that would bear on the company’s ability to
perform honestly in carrying out a contract or business agreement.

Most of the investigative process takes place in the collection of information. This gathering or
collection is based upon communication and observation. Much of the communication is through
disclosure documents presented through the Retailer Application process.

Communication includes information received from disclosure documents, internet searches, media
reports, SEC reports, regulatory agencies, law enforcement, interviews, and on site observations to
name a few.

The Securities Exchange Act authorizes the SEC to conduct examinations of firms that are registered
with the SEC and require them to maintain certain books and records. The SEC will seek to
determine whether these companies are conducting their activities in accordance with federal
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securities laws and rules and if they are adhering to the disclosures they have made to investors.
They also investigate whether these companies have implemented supervisory systems and/or
compliance policies and procedures that are reasonably designed to ensure that the firm’s operations
are in compliance with the law. SEC filings and reports are an important source of information for
the detective and financial auditor.

PROCESS
Upon an applicant inquiry, the following should be completed by Retail Contracts:

1) Communicate with the applicant to identify if the Public Company / Multi State Retail Chain
waiver requirements are met.

2) Send the Public Company / Multi State Retail Chain Application to the applicant.

3) Review Public Company / Multi-State Retail Chain Disclosure and other documents in
application packet for completion.

4) Forward completed application, including the criteria checklist, to the Security department.

The detective will review Lottery Security Section Manual — Chapter 501 prior to starting the Public
Company / Multi-State Retail Chain investigation. The detective shall:

5) Obtain and review Lexis-Nexis reports and or TLO reports.

6) Familiarize with the entity using internet reports, entities website, SEC filings, etc.

7) Proceed with referring to Public Company / Multi-State Retail Chain/Traditional Retailer
Investigation Checklist — Form 501.4, Lottery Security Section Manual.

8) Start Memorandum process for documenting relevant information, to be used in the final
memorandum/report, or maintain an investigative log. The investigative log is a
chronological record and important tracking tool which is maintained throughout the
investigation detailing the investigators work and pertinent activities related to the
investigation. The log records the date of the activity and specific information or activity
related to that date that is noteworthy in accomplishing the investigation. (Refer to Corporate -
Vendor Background Investigations Manual for additional log and investigations).

9) Conduct interviews if necessary.

10) Conduct business/corporate site review only as needed and retail location as required.

11) Complete Memorandum. The Detective will summarize the findings, and make appropriate
notations in memorandum format assuring that all supporting documentation is attached.
(Refer to Form 501.6/Example). All findings that indicate that a Public Company / Multi-
State Retail Chain applicant should not be approved for a contract with the Oregon Lottery
must be clearly articulated in memorandum format, and must reference the specific statute,
rule, or regulation precipitating the negative finding.

12) The completed case file is submitted to the Detective’s supervisor for review.

13) The Memorandum will be reviewed by the Assistant Director of Security and a briefing with
Retail Contracts will be conducted.

14) The Memorandum will be delivered to the Lottery’s Director for consideration to present to
the Oregon State Lottery Commission.

a. If the Director recommends the waiver request, a motion will be prepared for the
commission.

15) If the Oregon State Lottery Commission grants the waiver, Retail Contracts will begin
contracting phase.
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PUBLIC COMPANY / MULTI-STATE RETAIL CHAIN DISCLOSURE FORM

Name of Business Entity:
Address:

Contact Person:
Telephone Number:

GENERAL INSTRUCTIONS

Read every question carefully prior to responding. Answer every question completely.

e Use only black or blue ink (NO PENCIL). All entries on this form must be typed or neatly printed, except for
signatures.

e If a question does not apply, state with N/A in the response to that question. If there is nothing to disclose
as to a particular question, state “None” in response to that question.

e If space available is insufficient, continue on a separate sheet and precede each answer with the

appropriate title and section number.

o All applicants are advised that this Public Company / Multi-State Retail Chain Disclosure is an official
document and misrepresentation or failure to reveal information requested may be deemed to be sufficient
cause for the denial or termination of a contract and cause for possible criminal prosecution.

e Return completed Public Company / Multi-State Retail Chain Application (original) to Oregon State Lottery
Retail Contracts Manger, 500 Airport Road SE, Salem, Oregon 97301.
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SECTION 1

BUSINESS ENTITY
Name of Business
Trade name/doing business as:
Address of business entity:
(Street) (City) (State) (Zip)

Telephone Number:

Type of business entity: o Sole proprietorship o Corporation o Trust o LLC
o Partnership o Joint venture o Other

State of incorporation/establishment: Date of incorporation/establishment:

Provide a certified copy of Articles of Incorporation/Partnership Agreement.

Federal Tax Number (or foreign equivalent):

List other states or jurisdictions where incorporated or filed with State Corporations Division:

Describe the goods and services your business provides:

Name of parent company:
Address of parent company:

Name(s) and address(es) of any subsidiary or affiliate of the business:
Name Street City State Zip

Provide an organization chart of the business showing its relationship to existing parent, subsidiary or
affiliated companies.

Is this business entity stock: o Privately held o Publicly held
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2. Listall KEY PERSONS (corporate officers, directors who own or controls 3% or more of the voting stock,
partners, key employees, and management contractors). Also list all STOCKHOLDERS or MEMBERS
owning 10% or more interest in this company. List full name, title, date of birth, current residence address,
place of birth, and social security number.

Name (Last) (First) (M) Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M1 Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M) Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M) Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M1 Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M1 Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M) Title DOB
Address City/State/Zip Place of Birth SSN
Name (Last) (First) (M) Title DOB
Address City/State/Zip Place of Birth SSN

3. Are any of the persons listed above actively involved in this retailer chain’s day-to-day operation as it relates
to the Oregon Lottery? oYes oNo

If Yes, please list:
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10.

11.

12.

List the Business's Certified Public Accountants:

Internal: External:

Name: Name:

Address: Address:
Telephone Number: Telephone Number:

Has this company ever held or does it now hold any gambling or gaming licenses or permits in any
jurisdiction, including Oregon? oYes oNo

If Yes, list the license or permit type, license number (if applicable), jurisdiction, regulatory agency, agency
address, agency contact person, agency telephone, date of licensing or permit, and license status, on a
separate page.

Has a gaming license or permit for this company ever been denied, revoked or suspended?
oYes oNo
If Yes, provide complete details on a separate page.

Has this company ever been fined by any gaming authority for any reason within the past three years?
oYes oNo

If Yes, provide complete details on a separate page.

Has this company ever withdrawn an application for a gaming license? oYes oNo
If Yes, provide complete details on a separate page.

List all states or places where your company contracts to supply gaming goods or services and to whom
those goods or services are provided, on a separate page.

Does the company have any related entities or owners who supply Oregon Lottery or Oregon gaming
goods and services? oYes oNo
If Yes, provide complete details on a separate page.

List all governing board members who are or have been Oregon State employees, showing their names,
position or title, and state agency employer on a separate page. o None

If a KEY PERSON(S) or any employee who has a close personal relationship with or is an immediate
family member of any Lottery employee, indicate each such person and Lottery employee:

Person Relationship Lottery Employee
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SECTION 2
LEGAL PROCEEDINGS

For any questions answered “Yes” in this section, provide complete details on a separate page.

1. Hasthe entity, a subsidiary or intermediary company, parent company, or holding company, or related corporation
or business entity ever been the subject of a GRAND JURY or CRIMINAL INVESTIGATION?
oYes oNo

2. Has the entity, a subsidiary or intermediary company, parent company, or holding company, related corporation
or business entity, or any key person in any of the preceding ever been, CONVICTED for any criminal or gambling
offense? oYes oNo

3. Has the entity, a subsidiary or intermediary company, parent company, holding company, related corporation, or
business entity, or any key person in any of the preceding ever been involved in any civil lawsuit which was based
in whole or in part on allegations of conduct which would constitute a crime or would amount to fraud, deceit or
misrepresentation? oYes oNo

4. Has the company ever been investigated for violating any tax laws, either civil or criminal?
oYes oNo

5. Is the company aware of any tax liens against it? oYes oNo

List all attorneys and law firms representing your company in the State of Oregon, including address and phone
numbers.

Name Address Phone Number
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SECTION 3
FINANCIAL DATA

1. Provide audited FINANCIAL STATEMENTS for the past three (3) years as prepared by a certified

public accountant.

SECTION 4
REQUIRED ATTACHMENTS

1. Copy of Articles of Incorporation/Partnership Agreement.

2. Organization chart of the business showing its relationship to existing parent,
subsidiary or affiliated companies.

3. Summary of past and current litigation including case number, date, courts,
all parties, subject matter, and disposition.

4. Financial statements for past three years. If financial statements are unaudited,
Also include federal and state tax filings for past three years.
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AUTHORITY TO RELEASE CREDIT,
CHARACTER, AND BUSINESS/ENTITY HISTORY INFORMATION

Having made application through the Oregon State Lottery, | hereby authorize a complete investigation of the
business/entity, including business/entity history, credit record, civil litigation, business records, corporate records history,
corporate filings, banking records, and criminal arrest and indictments, by the Oregon State Police, or another police agency
authorized to conduct applicant investigations to ascertain any and all information which may concern business/entity credit,
character, or history, whether same is of record or not, and release your organization and all persons whomsoever from
any charge because of furnishing said information. | authorize a true copy of the original of this authorization as if the copy
were the original itself.

NOTICE TO APPLICANT:
| understand that pursuant to ORS 192.593(2)(d), | may revoke this authorization at any time in writing. Any such revocation
shall be sent to the Oregon State Lottery, Retail Contracts Manager, 500 Airport Road SE, Salem, OR 97301, by certified

mail, return receipt requested.

That | hereby attest that the information provided is true, accurate, and complete to the best of my knowledge.

Business Name (Please Print)

Name (Company President/CEO, Corporate Officer)

Signature Date

Telephone

Page 8 of 10



FINANCIAL RECORDS DISCLOSURE AUTHORIZATION

TO ANY FINANCIAL INSTITUTION:

| authorize and direct you to disclose any and all records and to deliver true copies thereof concerning or pertaining in any
way to me or to the undersigned business to any law enforcement officer of the Oregon State Police, Gaming Enforcement
Division. Disclosure is authorized for any civil, administrative, or criminal action which may be undertaken by the State of
Oregon against me or any other person or business. Further, | authorize and direct you to honor a true copy of the original
of this authorization as if the copy were the original itself.

NOTICE TO APPLICANT:
| understand that pursuant to ORS 192.593(2)(d), | may revoke this authorization at any time in writing. Any such revocation
shall be sent to the Oregon State Lottery, Retail Contracts Manager, 500 Airport Road SE, Salem, Oregon 97301, certified

mail, return receipt requested.

EXCUTED this day of , 20

Applicant’s Signature

Print Name

Applicant’s Title
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SWORN STATEMENT AND DEPOSITION

State of )
) SS.
County of )

l, , being duly sworn, depose and say that | have read the above and attached
statements, documents, information, and organizational chart, and that they are true and correct to the best of my knowledge
and belief. Further, this statement is executed with the knowledge that misrepresentation or failure to disclose made in the
above disclosure may be deemed sufficient cause for rejection of this application and denial of a lottery retailer contract, or
termination of any contract entered into with the Oregon State Lottery. Further, that | am voluntarily submitting this disclosure
under oath with the full knowledge that Oregon Revised Statute 162.075, False Swearing, provides that, “(1) A person
commits the crime of false swearing if the person makes a false sworn statement, knowing it to be false, and (2) False
Swearing is a Class A Misdemeanor.”

Company President/CEO

Signature

Printed Name Title

l, , do hereby certify that | have prepared this document on behalf of the vendor /

Representative’'s Name
company / applicant. That | hereby attest that the information provided is true, accurate, and complete to the best of my
knowledge.

Signature

Printed Name Title
Business Address:

Telephone Number:
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MEMORANDUM
OREGON STATE POLICE

DATE: January 13, 201X
TO: Major Name, AD for Security Lottery
FROM: Name, Sergeant

OSP Lottery Security

SUBJECT: Investigation Results for a Waiver of Certain Personal Disclosure Requirements
Public Company/Multi-State Retail Chain Traditional Retailer Application
(Retailer Business Name, Retailer # Xxxxxx)
(Case# XX — XXXX)

A business entity level investigation was conducted on (Business Name) to determine whether or not the
Retail Chain will qualify for a Public Company / Multi-State Retail Chain Traditional Retailer Contract
with the Oregon State Lottery.

This investigation has / has not revealed information which would preclude the Oregon Lottery Commission
from contracting with (Business Name) for a Public Company/Multi-State Retail Chain Traditional Retailer
Contract. Refer to full report for details.

Staff in concurrence:

Name, Lead Detective Date Name, Sergeant Date
Reviewed by:
Name, AD for Security Date Name, Retail Contracts Mgr.  Date

Recommended by:

Name, Lottery Director Date
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Alternative Disclosure Process
Proposed motion language if rule change is approved:

“Based on ORS 461.300, ORS 461.700, OAR 177-040-0001 (4) and Acting Director Pack’s

recommendation, | move to approve _(Entity Name)_’s request to waive certain Lottery
personal information disclosure requirements for _(Entity Name)_.”
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Workflow Diagram
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DRAFT Alternative Disclosure Process:
Wavier Request for Public Company/Multi-State Retail Chain Applications for Traditional Lottery

Retail Contracts
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OAR177-040-001(4).
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Lottery to complete.
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Security
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Assistant Director of Security.

The Assistant Director of Security
reviews the Waiver Request
recommendation and briefs Retail
Contracts. The Waiver Request
recommendation is delivered to the
Director.

Director

SN2

Director reviews Waiver Request
recommendation for
consideration of Commission
approval.

etail Contracts may procee

with full investigation process
or initiates denial process.

Commission

< Recommends

OSL Commission evaluates
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recommendation to meet ORS
461.300 (2)(b).

Retail Contracts may proceed

rov

Waiver R

Retail Contracts begins
contracting phase.

with full investigation process.
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Statutory Authorities

The Oregon State Lottery Commission is empowered to promulgate rules related to the procedures of the
Commission and the operation of the State Lottery. Such rules and any statutes enacted to further
implement this article shall insure the fairness, integrity, security, and honesty (F.l.S.H.) of the Lottery.

Pertinent passages have been bolded for reference.

Article XV Section 4 (a)

(4)(a) The State Lottery Commission shall be comprised of five members appointed by the
Governor and confirmed by the Senate who shall serve at the pleasure of the Governor. At least
one of the Commissioners shall have a minimum of five years experience in law enforcement and
at least one of the Commissioners shall be a certified public accountant. The Commission is
empowered to promulgate rules related to the procedures of the Commission and the
operation of the State Lottery. Such rules and any statutes enacted to further implement this
article shall insure the integrity, security, honesty, and fairness of the Lottery. The Commission
shall have such additional powers and duties as may be provided by law.

The Oregon State Lottery Commission shall adopt rules specifying the terms and conditions for contracting
with lottery game retailers so as to provide adequate and convenient availability of tickets or shares to
prospective buyers of each lottery game as appropriate for each such game.

461.300 (1)

461.300 Selection of retailers; rules; contracts. (1) The Oregon State Lottery Commission shall
adopt rules specifying the terms and conditions for contracting with lottery game retailers so
as to provide adequate and convenient availability of tickets or shares to prospective buyers of
each lottery game as appropriate for each such game. Nothing in this subsection is intended to
preclude the lottery from selling tickets or shares directly to the public.

The Director of the Oregon State Lottery shall, pursuant to ORS 461.300, and the rules of the commission,
select as lottery game retailers such persons as deemed to best serve the public convenience and promote
the sale of tickets or shares.

461.300 (2)(a) and 461.300 (2)(b)

461.300 (2)(a) The Director of the Oregon State Lottery shall, pursuant to this chapter, and the
rules of the commission, select as lottery game retailers such persons as deemed to best serve
the public convenience and promote the sale of tickets or shares. A person under the age of 18
may not be a lottery game retailer. In the selection of a lottery game retailer, the director shall
consider factors such as financial responsibility, integrity, reputation, accessibility of the place of
business or activity to the public, security of the premises, the sufficiency of existing lottery game
retailers for any particular lottery game to serve the public convenience and the projected volume
of sales for the lottery game involved.
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(b) Except when the director recommends, and the commission concludes, that it is reasonable
and prudent to waive disclosure requirements under this section and that to do so will not
jeopardize the fairness, integrity, security and honesty of the lottery, prior to the execution of
any contract with a lottery game retailer, the lottery game retailer shall disclose to the lottery
the names and addresses of the following...

461.700 (1)

ORS 461.700' (1) Any person required to submit disclosure information under this chapter, in
addition to the requirements specifically listed in this chapter, shall also submit for each
individual the true name, as well any other name used, date of birth, place of birth, Social
Security number, current residence address, and residence address for the last 10 years, current
marital status including how long, spouses name, address, date of birth and Social Security
number. The person required to disclose must submit an individual sworn statement as to any
criminal convictions and the nature thereof. The sworn statement must also contain authorization
for the Attorney General and the Assistant Director for Security to confirm with the Oregon
Department of Revenue and the United States Internal Revenue Service the truthfulness of the
sworn statement with regard to tax matters. The commission shall develop a disclosure form
which identifies the information required to be disclosed, including a certification that the
information provided is correct. The form shall be sworn and bear the warning that the applicant
bears responsibility for excessive investigation costs and that the providing of false information
constitutes the crime of false swearing under ORS 162.075 (False swearing) which is a Class A
misdemeanor

The Assistant Director for Security is to assure the integrity, security, honesty and fairness in the operation
and administration of the Oregon State Lottery, including but not limited to, an examination of the
background of all prospective employees, lottery game retailers

461.190

461.190' The Assistant Director for Security appointed pursuant to the Constitution of the State
of Oregon and this chapter shall be responsible for a security division to assure integrity,
security, honesty and fairness in the operation and administration of the Oregon State Lottery,
including but not limited to, an examination of the background of all prospective employees,
lottery game retailers, lottery vendors and lottery contractors. The Assistant Director for
Security shall be qualified by training and experience, including at least five years of law
enforcement experience, and knowledge and experience in computer security, to fulfill these
responsibilities. The Assistant Director for Security shall, in conjunction with the Director of the
Oregon State Lottery, confer with the Attorney General or designee as the Assistant Director of
Security deems necessary and advisable to promote and insure integrity, security, honesty and
fairness of the operation and administration of the state lottery. The Assistant Director for
Security, in conjunction with the director, shall report any alleged violation of law to the Attorney
General and any other appropriate law enforcement authority for further investigation and
action. [1985 c.2 §3(8); 1985 c.302 §3(9)
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