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INTEROFFICE MEMO

Alfonso 1. Roval M1 Charitable Biugo Operations Director

To: J. Winston Krause, Chairman
Carmen Arrieta-Candelaria, Commissioner
Doug Lowe, Commissioner
Peggy A. Heeg, Commissioner
Robert Rivera, Commissioner

From: Mike Fernandez, Administration Division Director,/# M
Date:  October 5, 2017

Re: Annual Contract Status Report; and
Supplemental Status Report for all Major and Prime Contracts

Texas Administrative Code §401.105(h)(1) requires:

(h) Contract Planning.
(1) The executive director or his’her designee will present the status of all contracts
to the Texas Lottery Commission annually for informational purposes. The report is
presented at the beginning of each fiscal year.

Texas Government Code Section 2261.254 requires:

CONTRACTS WITH VALUE EXCEEDING $1 MILLION.
(a) For each contract for the purchase of goods or services that has a value exceeding $1
million, a state agency shall develop and implement contract reporting requirements that
provide information on:
(1) compliance with financial provisions and delivery schedules under the
contract;
(2) corrective action plans required under the contract and the status of any active
corrective action plan; and
(3) any liquidated damages assessed or collected under the contract.

The attached report provides the status of all agency contracts as of September 1, 2017. In
accordance with SB 20, supplemental information is being provided for the fiscal year
period 9/1/2016 through 8/31/2017 for all major and prime contracts regarding vendor
compliance with financial provisions and deliverable requirements, any active corrective
action plans, and liquidated damages or sanctions that have been asscssed. Please let me
know if you have any questions or need additional information.
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Sanction and LD Totals - FY17

Sanction / Sanction/LD Title Amount Incidents
LD No. Assessed Assessed
13.60.7 Fallure lo produce accurate records or provide accurate information $201,500.000 385
3.60.8  |Failure to produce timely records and/or information 5000 0
3.60.14 Failure to report significant incidents and anomalies __ $28,00000 26
3.60.17 _|Failure to correct audit and/or compliance finding $0.00 0
3.60.19 Failure to comply with Title 1 TAC 202 Information Security Standards o $0.00 —
3.60.21 Failure to perform retailer training - - $0.00| 0
3.60.22 Fallure perform retailer retraining $0.00 0
3.60.23 Fallure to Implement new on-line games 50.00 0
3.60.25 Failure to update jackpot amount thraughout the Lottery Gaming System $5179,000.00 6
Lottery gaming System inability to cash winning tickets at a retailer location (All on-
3.60.26 line games or all instant ticket games) _ $33,000.00 4
Lottery gaming System inability to cash winning tickets at a retailer location (Specific
3.60.27  Jon-line game or one or more instant ticket games) $0.00 0
Lottery Gaming System inability to cash winning tickets at a Texas Lottery Claim
3.60.28 Center i $174.,000.00 8
Inability of the Lottery Gaming System to conduct retailer licensing, inventory,
3.60.29 accounting, or other management functions . $66,500.00 18
13.60.30  |Perfermance Degradation o $0.00 )
3.60.31 Failure to test backup Lotlery Gaming System $0.00 0
3.60.32 Failure of the Lottery Gaming System to execute planned on-line promotion $0.00 0
13.60.33 Failure 1o provide sofiware fixes and/or enhancements $51,000.00 - 2
3.60.34 Failure 1o Implement change or release management as required under RFP Section $0.00| 0
3.60.35 Failure to comply with Title 1 TAC 202 resulting in a security incident $0.00 0
3.60.36  |Failure 1o provide new reports and/or to modify existing reports %000, 0
3.60.37 |Inability of the Internal Control System to update Lottery applications $242,000.00] 26
3.60.38 Out-of-balance condition between ICS and Lottery (3aming System 50,00 0
Failure to load debt, credit and/or new retailer files from the Texas Lottery into the
3.60.39 Lottery Gaming System - $142,000.00 4
Inability of the Lottery Gaming System to produce accurate terminal reports or make
3.60.42 _|terminal reports available o o §120,000.00 14
36043  |Failure to install, relocate or remove Lottery sales and/or validation equipment $3.900.00f 5
3.60.44 Failure to install, relocate or remove Lottery hon-sales equipment $200.00 2
36045  |Failure to resolve a Lottery non-sales equipment problem within the specified s0.000 0
3.60.46  |Call Center answer time $17,175.00 685
3.60.47 Call Center busy signal time $14,525.00 581
3.60.48 Call Center abandonment rate - $7,375.00 295
3.60.49  |Call Center hold time - $23,100.00] 924
3.60.50 Call Center availability $0.00 3 0
3.60.51  |LSRvisils R ) $0.00 0
3.60.53 |Failure to properly process or assign on-line ticket stock $0.00 0
3.60.54  |improperly processed packs of instant tickets $39,200.00f 374
3.60.55  |Failure to support a promotional event $5,000.00 1
3.60.56 Inabllity to program the programmable signs $0.00| 0
3.60.57 |Inability of the pragrammable signs to communicate _ $2,000.00f 1
3.60.58 Failure to load instant game files within specified timeframe $9,000.00| 1
3.60.59 {Instant ticket packs nol delivered to Texas Lottery retailers §95,900.00] 137
3.60.60  |Instant ticket packs not returned to the warehouse $27,700.00 277
3.6061 |Warehouse instant ticket return verification ) $108,000.00| 1031
3.60.62  |Fallure to timely provide accurate annual instant ticket inventory report $0.00 0
3.60.65 Failure to deliver according to final detailed conversion plan 50,00 0
3.60.66 $60,000.00 12
3.60.67 |Failure to maintain LSR staff-to-retaller ratio $0.00 0
3.60.68  |Failure to provide IVR system changes and/or enhancements _50.00 0
3.60.69 Failure to update winning numbers for zach draw game in the IVR system $17,600.00{ 9
Failure to conduct Promotion Second Chance drawings in accordance with Texas
3.60.70  |Lottery approved procedures - §20,000.00 2
3.60.71  |lnvalid drawings - $0.00 0
3.60.72 _|Failure to provide entry data timely 50.00 0
3.60.73 Failure to Resolve an Instant Ticket Conveyor System or GNIE System Problem $0.00 |
3.61.5 |On-Line game unavailability $0,00 0
Inability of the Texas Lottery retailer terminals to communicate with the Lottery
3.61.6 __|Gaming Systom o $51.,065,84 47
3617  |Failure to resolve terminal and related sales equipment problems 534892101 8374
3.61.8 _|Unassigned packs of instan! lickets missing frem the warehouse $39,100.00 102
3619  [Inabilily of the Lottery Gaming System lo confirm or activate instant ticket packs §69,754.93 32
Totals $2,196,527.08 13385
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