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Dittler has been prohibited from doing business with 
the California Lottery. In addition, Scientific Games 
was awarded compensatory and punitive �d�a�~�a�g�e�s� in the 
amount of $5.6 million as a result of the commission of 
fraud. LPS was formed by Dittler's parent corporation, 
�S�o�u�t�h�a�~�,� Inc., in an effort to stay in the lottery 
business after the State of California decided not to 
do business with Dittler because of the finding of 
fraud. It is my understanding that LPS' offices are 
located in Dittler's printing plant in Oakwood, 
Georgia. LPS could realize p direct economic gain if 
the California Lottery were' to rescind its contract 
award to Scientific Games. In fact, one of Dittler's 
lead trial attorneys in the litigation with Scientific 
Garnes, Mr. Eugene Partain, has been cited as one of the 
sources of this "information" with respect to Bally. 
One could certainly question the:motives of LPS and its 
representatives in making such allegations. I thinr 
you will agree that the news articles are misleading at 
best and that the allegations are completely unfounded. 

In your letter you have made reference to the recently 
enacted California divestment law. You have also 
suggested that your �C�o�~�~�i�t�t�e�e� is interested in the 
spirit as well as the letter of the law and have pro
vided examples of your interpretation of that new 
statute. I have now had the opportunity to review the 
recently adopted legislation introduced by Assembly 
Member Maxine Waters as Assembly Bill No. 134 and 
signed into law by Governor Deukmejian as "Chapter 5 
(Commencing with Section 16640) to Part 2 of Division 4 
of Title 2 of the Government Code, Relating to Invest
ments." In adopting the divestment law, the 
Legislature has prohibited the investment of state 
trust moneys in business firms that have business 
operations in South Africa or business arrangements 
with the government of South Africa. Business opera
tions are defined in the new law as "the maintenance of 
equipment, facilities, personnel or any other apparatus 
of business or �c�o�n�~�e�r�c�e�,� including the Ownership or 
possession of real or personal property located in 
South Africa". Business arrangements are defined as 
"projects, vendors, undertakings, contractual rela
tions, or other efforts requiring on-going or periodic 
performance by either or both parties". Based on the 
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aforesaid definitions and consistent with my previous 
representations, Bally has no business operations in 
South Africa or business arrangements with the 
government of South Africa. Bally would, therefore, 
qualify as a suitable investment for the state trust 
moneys referenced in the new law. Clearly, Bally is in 
conformance with the "spirit" of the divestment law. 

It is obvious that your Committee has been supplied 
with false information by a disgruntled co~petitor in 
an effort to tarnish the good name and reputation of 
the Company and its subsidiary, Scientific Games, and 
to jeopardize the business relationship between the 
State of California and Scientific Ga~es. We respect
fully request that the Com~itt~e confirm in writing 
that neither Bally nor Scientific Games has acted in 
violation of the spirit as well as the letter of the 
California divestment law as to South Africa and tha~ 

the public record be made clear that the Committee hc:s 
been mislead by what could most charitably be described 
as an over zealous competitor. 

We trust that after reviewing the attached information 
the Committee will be in a position to dispose of this 
matter expeditiously. If, however, you should require 
further information or clarification of the enclosed, 
please do not hesitate to contact the undersigned. 

Very truly yours, 

BALLY MANUFACTURING CORPORATION 

Neil E. enkins 
Secretary and General Counsel 

NEJ /mt s 
Enclosures 

BY FEDERAL EXPRESS 

cc: Mr. ~ark Michalko, California Lottery Co~~ission 
(w/ enclosures) 



Exhibit 1 

1) Has Bally sold gaming devices directly to purchasers located in 
south Africa or the South African homelands? 

Yes. 

If so, when did such sale occur? 

On September 14, 1982, the Bally Gaming Division sold 18 
machines directly to a casino in South Africa. In addition, 
from 1977 to 1984, the Company sold and shipped machines to its 
Belgian subsidiary, Bally Continental, which in turn sold suc~ 
machines to customers in South Africa. During that eight year 
period, the total number of m&chines sold was 694. Bally 
Continental ceased business operations in 1985. 

2) Has Bally sold gaming devices or other products which it knew 
or had reason to know were destined for South Africa? 

From 1983 to 1986, the Company sold machines to an independent 
distributor, David Mercer International, which to the Co~pany's 
knowledge were destined for South Africa. The total number of 
such machines was approximately 540. 

3) Is Bally aware of the locations of its gaming devices in SOuth 
Africa? 

The Company has reason to believe its machines were sold to 
various casinos in South Africa. 

4) Do Bally slot machines, as manufactured at the factory, accept 
South African coins or do they have to be converted to do so? 

Yes, the slot machines accept various currency including South 
African coins out of the factory. 

If conversion does occur, when and where does this happen? 

N/A. 

5) Do Bally products shipped to South Africa require certificates 
of origin? 

To the best knowledge of the Company, they do not. 

If so, who provides these certificates and to whom are they 
delivered? 

N/A. 



6) Has Bally ever provided or does Bally provide maintenance 
services for its gaming devices located in South Africa? 

No. 

If so, how and when are such services provided? 

N/A. 

7) Has Bally provided or does Bally provide training services for 
persons or entities which provide maintenance services for 
Bally gaming devices in South Africa? 

In 1985, the Company provided one of its independent 
distributors with an instructor for a training class for slot 
machine mechanics which was held in West Gernany. The Company 
now has reason to believe that one attenaee at the se~inar, 
which was sponsored by the Company's. independent distrib~tor, 
was an employee of a casino in South Africa. The Co~pany was 
reimbursed for the expenses of providing this service to its 
distributor by such distributor. 

If so, when and how have such services been provided? 

See above response. 

If not, how are ~aintenance services provided. 

See above response. 

8) Has Bally provided or does Bally provide security services or 
training for security services with respect to gaming devices 
in South Africa? 

No. 

If so, how and where are these services provided? 

N/A. 

9) Is David Mercer International, of Reno, Nevada ("DMI"), 
presently Bally's exclusive worldwide distributor of Bally's 
products, including gaming devices such as slot machines? 

No. 

If not, who are Bally's other distributors of its products? 

See attached list of distributors of Bally gaming machines. 
(Note: Bally's amusement game products are distributed by 
approximately 50 independent distributors within the United 
States and 12 independent distributors outside of the United 
States. ) 
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10) To Bally's knowledge, has DM! sold, arranged for sale or 
arrangea shipment of Bally gaming devices to customers in South 
Africa? 

Yes. 

11) Has Bally shipped products or arranged for shipment of products 
sold to or through OMI directly to South African destinations? 

Yes. 

If not, was Bally aware prior to shipment that any such 
products were destined for South Africa. 

N/A. 

12) Oid Bally ever discuss the marketing, sale or distribution of 
Bally products in South Africa with OMlor any other 
distributor? 

The distribution agreement between Bally and OMI references 
sales to South Africa among other territories thro~ghout the 
world. 

13) Ooes OMI generally purchase Bally products for its own account 
and take title to the products prior to resale? 

Yes. 

Has O~I arranged or coordinated sales of Bally products without 
taking title to the products? 

Not to the best of the Company's knowledge. 

14) On what basis has Bally delivered or does Bally deliver its 
products which are sold to OMI? 

See answer to 13 above. 

How are shipments to the ultimate purchaser of the products 
made? 

In the ordinary course of business, ship~ents are made directly 
to the ultimate purchaser by Bally FOB the Bally plant in 
Bensenville, Illinois via common carrier. 

To whom are invoices sent upon shipment of such products? 

Invoices are sent directly to OMI. 

15) Ooes OMI sell directly to the ultimate purchaser of the 
products sold by Bally? 

Yes. 
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16) 

If not, by what means are Bally products distributed and sold 
to the end user? 

N/A. 

Has Bally shipped or does Bally ship or arrange for ship~ent of 
products directly to OMIts purchasers? 

See answer to 14 above. 

17) Is D~I a public company? 

To the Company's best knowledge, OMI is not a public company. 

Who are the shareholders or partners owning an interest in DMI 
of five percent or greater? 

To the Company's best knowledge, the shareholders are David 
Mercer, Robert Weiss and Roger Rearick. 

Where is DMI incorporated or qualified to do business? 

To the Company's best knowledge, OMI is incorporated in Nevada. 

18) Has Bally maintained or does Bally maintain any ownership 
interest in DMI (including any subsidiary or affiliate of D~I)? 

No. 

Has DMI maintained or does DMI maintain any ownership interest 
in Bally (including any subsidiary or affiliate of Bally)? 

None known. 

19) Do any employees, officers, directors or shareholders of Bally 
serve as employees, officers or directors of DMI? 

No employees, officers or directors of Bally serve as 
employees, officers or directors of DMI. Bally is a publicly 
held corporation with approximately 60,000 shareholders and, 
therefore, cannot say with certainty whether any officers, 
directors or employees of DMI are shareholders of Bally. 
Robert Weiss of Sparks, Nevada is listed in the Company's most 
recent shareholder list as the holder of 5 shares of cOm~on 
stock. There are approximately 30,000,000 shares outstanding. 

If 50, what are the names and titles of such persons? 

N/A. 
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Do any shareholders of Bally own shares or partnership 
interests of OMl? 

See above response. 

If so, what are the na~es and interest owned by such persons in 
each company? 

See above response. 
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INDEPENDENT DISTRIBUTORS 
OF BALLY GAMING MACHINES 

Mr. Sim Teck Teok 
A. B. Sim Affi~sement Services 

Mr. Victor Haim 
R. H. Belam Company, Inc. 

!"'Jr. Ooi Aik Bin 
Bally Malaysia Sendirian Berhad 

Mr. Eric Rahn 
Atlantic Maritime 

Mr. Frankie Tan 
Alan Frankie Electronics Specialist 

~r. David Mercer 
David Mercer International Inc. 

!"'Jr. Ge0rges Santa Maria 
Bally France 

Mr. Yeoh Chew Lim 
Union Trading Company 
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C~-D'S S~C~A~[Nro -r" 
CHJ23! 80' _ c t 

•. ... (SJ{62.962 

SEPTEr'1~~n 11 ' ..... .,. . lS8S 

CLIPPEO BY aacan's 
----------

i:oHery firm linked to S. Africa 
~D3(llltil Prns 

The cor;x:ration that c~'ns the company pnnting (.ali
fornla LOlle:,) tickets d~ bUSiness In South Arrica, con· 
tTar~ to Yo'hal it lold stale oUlcials, I competitor said 
it'ednesday, 
, Rep~nt.1:ives of Lottery Production Serv1ces, an 

uns",cces:srul bidder on California contracts, said in an 
Inlerv'e .... Ule) tla~e received a repon from sources they 
CDuld no! dlSCl~ in So:Jtfl Africa detailing the number 
OfJ3a!IY Man~r8C!uriog Corp slol machines that have 
be'!:", sole either d,rectl) or lodlrecUy for use there, 

And ~mbly .. oman Mulne Walers, I Los An~les 
Democ7'1lt. sal~ 1:1 an lnterYll~'- that sht has re.:ei','ed un· 
ronfmTled info:-matlM trom",o sources ibat Ba:): deals 
dJrecll) Wlt~, So.Hb Arr.car. businesses, 
, Bally. ~'blcb OWins the state's lottery ticiet S'.Jpplier, 

Scientlfic Gam old otflcWs recently thl! neither It 
CiOi Itntl.!C Games does any baslnes.s In that country. 

ScientifIc Games spokes:nan Leon Turtle said We-dnes
d2} U:st Bali, bas no direct sales in South Africa, but 
stl~ to Inde~ndenl dlstnbulors who may have done 
busIness theit 

. He saId SCIentIfiC Games has absolutely no conDec· 
Uons or involvement Yo'j!.b South Africa. 
. LegislatIon pendillg before Gov. Deutmejian orde~ 

tile dlvestlt1.lre of a.n e5iimale-d $11 billion In state Invest· 
lrIents from ril"TTlS doing business Wilth South Africa Tbe 
teg:slatlOn "'ou)d not arfect Ule lotter; in this c~ SlOce 

It "ol.:ld ban tuiure and reoewe-d 1:Ive:stmeQts., DOl con· 
tracts Wi!.b firms dOiDE business tbere, 

However, tbe .ccuracy of Bally'S repon to I leg.:sla. I 

tlve commlrlee could affect tbe relatJoM of Its subsidIary 
WIUl (.aMarnta 

The 1000er) .. uthor1zJna ballot tnJu&fjve 01 l"~ ~ 
quires etblcal bebavlor by lottery contracton, Tbe 
clause .as used to drop a subcontractor, Dltller 
Brothen. "bleb alleeedly overchVJed for mater1als. 

Lotter; ProductJon Services was formed as a Itster 
company to Dittler to bid OD CaH1oru.1.a Lottery con· 
tracts. LPS cUITen!ly is prolestllll apins! a ticket-pnn:· 
InB COn!l'BCI Iwarde-d to Scientific Gilma "blcb is up 
for fInAl epproval by tbe Lottery CommJ.s'5ion Ot Frida)', 

LPS attorney Eugene P'artA!r. tol~ lottel) commissloo
ers last Wiee" that evidence ~d Sur1IC~ that "Ulere tuJd 
bHn purct..as.es of Bally alO! machines by tbe Holiday 
Inns in Translr.l,- South Atria, 

"-bere are apparently 2.300 slol machines In Soutb Al· 
lica, and It is believed that ao percellt or them L~ Bally 
devices: Partaln saId, 
A.ssembl~oman Waters aid tbat -lDformation did 

come to me 'from two differen: sources tbal they do. In 
fact, ha .. e an involvement manufact\lring pmmg mao 
cbines for placement 1:1 SouUl Africa, Some or these mao 
cblnes are manufactured some"here 1:1 Tahoe, 

-Irs my unde~odiE1l that ~ey do Jell c11rectly to 
South Africa Il1ave 1:IrormaUoD OD Dumben and "here 
UI~i ... ert sold but, .. I 118ve not bad Ume to duJ Yo'j~ 
It: she saId. / / 

--------------------
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CLIPPED BY Batan"S 

, Cr) 

Fum wins 
$48 million 
lottery deal 
Panel discounts 
South Africa ties 
SACR.~ (API - The state 

Lottery CommissIOn yesterday Lac
tt.ly ctismiss.ed ~por1.-' W t the 
o~ .. ner of the firm pri.nt.1ng lottery 
tic k f't.s does bus-in ess in racist Sou th 
Africa by appr-o\i.Lg I tidet-print
t.ng contract .... ortb &! much as M8 
million for the compa.ny. 

With little debate, lottery rom- . 
missiontn •• 'a.rded the contract to 
the ~riia-bued firm of ScieDtU~ 
Games Inc. 

Sc!entifle G'me:s.. owoed by 
&liy Manufacturing Corp., ~D.I1-
neere-d the billot lnrtiative atl th or· 
izin g th e lott.ery iII' 1964 an d 1a..D ded 
the i.n.i t ia J tJck et -priD ling COD tract. 

Lonery Production Services. ODe 
or the UD5U~ul bK1den on 
CI.li! om1a Lotl.er'y eon tnc:t.a.. -.k1 
t.h.ll "e-d: It ~d receh ed • report. 
fro In so U T'C'e5 it could DOt re-ve:a.l ill 
South AIliu, dl1.a..iling the 0 um bet' 
of Bally &lot ma en i Des t.h.I t have 
been told etther ~ or mdi
rectJy Cor uae there. 

LPS President WUli&m Ardell 
told comm.D:sion en yesterd.a y t.h.a t a 
Sou tb AI ric&.n a tt.orDey , hired by 
his compa.ny, ~port.ed that the Ilot 
ma chin es h.a d been Ilt.ered to K· 
ee-pt tb.a t ooun trY. co ins by teCUr· 
tty peno1lOe! B&ny tn.i.ned ill tW 
t1ntted StI teL 

~t..e ~lJ"om.a.n llu1ne I 
W,te"I.. • Loa At.geJes Democrat, I 

aid tbiI ~k abe would kJok tDto 
1lDCOn/1rmed tnrormation abe bu 
~l'ed from two ~ tUt 
Bally cSeala cUr-ecUy 1t1tb South 
Afric:l.n bwtne-a 

~t laDy MId .. t.t .mdaJI 
~tJY tMt ~ k .. 5dtD
ttnt G&mea .. UQ ........ • 

: IUt towlU"J. JaIb' -=na.ry ad 
. ~ eouDII!l Nell I&kiDI rMf· 
ltrmed that ltItrm-t m l IICIM' &0 

, Cbf Jott.ery ft1nlSa,. -. ~ 
But ~ added tbat lUI compLD)' 

.na \.0 tDdependmt c1iItrlbutorL 
"M you CIIl .~\e, 0DCt 

products &1't ~ \0 UI independent 
. cbrtribu \.Or , tIte eomptJ1Y bas DO 

turthet eootrol over the &)tim.I\e 
d»tribution _ ," Jenl:1D! aid.. 

Althou,b . commluloaera 
attppe(i ckba tln& the South AJ.rk:&n 
mltter, Lottery Direetor Kark 
,nrhat'k-o a)d af\.er the teIBion that ' 

• be did DOt have illY eoDeen:IIlboat 
t.be tsru e til li&ht of Bally'. letter. 

"Obviously, it 'Would be of c0n
certi if we foo..nd out at)' were 
lying," Mkhillo laid.. 
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Bally does work 
in South Africa, 
competitor says 
: S~C~~E~TO - The corpo
l'illl()n thaI o",,,s 'he compa nj 
pnntlO~ (alifomla Lollf'r) tlC~ets 
~ busln~s in South Africa. 
romr.rr) WI what it \')ld 5.tatc om
Clab. :l comrx'titor s.ald Y.'edncs
ci.:n. 

Rl'lln.-sm{alivC'S of Lotter) Pro
dun Ion Scf'\.IC'es. an unsuC"C'e5.sful 
bidder on Call forma ron I racts. 
said In in InterVle ..... thaI they 
hIVl' .Pea.'1 \ cd' a report from 
so"'~ .. ..-hom I hey would not 
dlllCJOSC. In ~u\h A.fnca detailing 
the Aumtx'r of Ball> Manufactur
lng C'nrt? s1m !TIach;nes Iha! naq~ 
bo.:.::n ~(lld l'llh\.'r dITl'Ctl) or Indl
rC('lI~ for u~ there. 
. As!>Cmbl)"woman M~ine Wa
~~. a Los Angeles [')emocral. 
said In an internew that she has 
reccl\cd unconfirmed Informa
lion from two sources that Balh 
cka!s dlrC"Ctl} ..... '\h Soulh :\frican 
Mincsscs 

Ball,. which o ..... "s CaJifornia's 
loiter) IIClC1 supplier. Scientific 
DamN.. IOld state officials recent· 
f" Ih<i! neither it nor Scientific 
GAmCS does any business in 
South Africa. 
'--5cien\lfic Games spo~esman 
~ Tuttle said in an mlen-'iew 
ll.:banes4:a: "at his com~ny has 
~wld) n<> coone(1ions or in
~'"tmenl with South Africa. He 
t'! s.aid Ball) has no di~ sales 
iii.;bouth Africa. but sells to i~ 
knacn'l ~ribulOrs Yt'ho may 
~ dent busi ness l~re. 

- --As a re'Sull. some (Bally slot 
~ines) rna) be there (in South 
~}. I ~on'l really know," Tu\
lit saId. - ~ 
~uth . .4fnca·s racist policies 
~ stil"r(d ir\letnational contro-y and,,H) California. there is 
f¢.~atloc .pe-ndina briore Go", 
~ Deci.!7)f'jlan to let an esti· 
~~ S It billion in sale inYCSt
~ls OIJI of firms doin& business 
WSD~ Africa. 
~ ~.tion would no( affect 
~40tteT) in this c:me si~ it 
~!:ml fut UTe and renewed in
w.wnents, not conlrac:u with 
Cr:;Is d~usiness in South AI-
~. . 
L ·l-iowever. the accuracy of Bal. 
~s report to a legi~.tion romrrut
~ 'On Its ",,'olvemetlt in South 
Mnca could affect lhe futl,1te rete· 
IIl\n~ of Ih ~ub!),dlary ..... Ilh Call' 
fomi:l. 
Th~ 1011ef')'-lulhorizing ballot 

Inttl:\tive of 1984 requires ethical 
IxhavlOr b~ 10llCt) contractors. 
The clause ~as used to drop a 
subcontraclor. Dlulcr Brothers. 
""hlch purponedly o1r'crcharged 
for malenals. 

Loner-. Production Service~ 
was form:.'C! as a sisler company \0 

DI1t1cr \0 bId on California Lot· 
Il'f) coni raw.. but has betn un
sUI.-ces.sful so far. Loner) Produc
tion Sen. len is currentl) 
prOIC"sllng ag;lin~t a tlckcl·printin! 
(:onlraC! av.ard to Scientific 
G3~. which is up for final ap
""'0\ al h~ the LOHer)' Commis
sion on Fnda}. 

Loner) ProdLJ{'tion Ser .... ices a,
tomey Eugene Panain lold k>l\eT} 
commissioners last week that evi
dence had surfaced that .'!.here 

.' had been purchases of Bally sJot 
machlO~ b) t~ Holiday Inns in 
Transkei." South Africa. "n.e 
first lot in 1%8 ... A second lot 
an February of thIS year. and tnc 
third 101 i~ pres.enlf) on order. 

"There are apparently 2.300 
slot machines in South Africa.' 
and it is befi~ that 80 ~t 
of them are Bally devices:' 

Lonery Production Services 
President William ArdaJl said 
Wednesday that he had reoei ved a 
repo!'\ from Sooth Africa. the on· , 
lin of which he would not di~ I 
cJ~ in order 10 protect the 
sourtt. that details 1he numbers I 
and locations of hundrMs of Balty 
slot machines in the country. I 

Among the vealest concentra· 
tions of machines listed in the re
port. which The As.socialed Pn::ss 
oblAloed, IS )00 or more at the 
Sun City Casino in Bo
phuthatswana. 

Assemblywoman Wate~ said 
that "information did come to me 
from \'M:l different iOUrteS that 
(8&.11), does). in fact. have an in
~veFTlC1l1 manufacturina pmina 
machines for placement in South 
Afria.. Some of t~ ~hines 
are manufactured so."l1IC"Whc-re in 
Tahoe. 

"h's my undentandina that 
"lhe) do Idl directly \0 South Afri
ca. I ha"e information on num· 
Rn and where they ~ told but 
." r have not had lime 10 deal 
!W1th it." >, / 



Mr. Gary A. Cbrrlit 
Chairman 

DOCUMENT 5 

October 14, 1986 

SCIENTIFIC GAMES. INC 

135 TECHNOLOGY PARKWAY 

NORCROSS. GEORGIA 300~2·29p9. U.S.A 

TELEX· 543646 SCI GAMES 

TELEPHONE: 14041 446-0666 

CABLE: GAMES 

Assembly O:mni ttee on Govermental Organization 
California Legislature • 
State Capitol 
Sacramento, CA 95814 

Dear Mr. Cbrrli t: 

As you are aware, Scientific Games, Inc., a subsidiary of Bally Manufacturing 
Cbrp:>ration, was recently awarded a 15 roonth contract by the Cal ifornia Lottery 
for instant game tickets. The award to Scientific Games wClS contested by 
Lottery Production Services, Inc. (krx::>wn as "LPS"), the sister corporation of 
Dittler Brothers, Inc., the former ~inter of Scientific Games' tickets Dar 
California. Dittler/LPS protested the contract award to Scientific Garnes and 
falsely alleged in connection with the FKQtest that Bally <:bes business in South 
Africa. Bally resp::xx:led to this allegation with its letter of September 11, 
1986 fran Neil E. Jenkins, Secretary and General Counsel of Bally, to Mark 
Michalko, Director of the Lottery, stating for the record that Bally is rot 
e1J3aged Lr) business in South Africa: 

"As Secretary am General ColD1sel of the O:Jnpany, I represent 
to you tru3t neither the Ccrnpany, Scientific Games, Inc., ror 
any other subs id iary, d i v ision or affiliate of the Ccrnpany has 
any investments, assets, offices or anploye-es in South Africa. 
Further, the Cbmpany, including its subsidiaries, affiliates 
am divisions, is rot engaged in business in that country." 

You then sent JOur letter of September 17, 1986 to Mr. Jenkins with 19 specific 
questions to further clarify the issue. Your letter was answered by Mr. 
Jenkins' letter of October 10, 1986. Again, Bally confirmed that it is rot 
doing business in South Africa. Qj behalf of Scientific GaInes, I \oiIC)uld like to 
speak in sane detail to the circLlllStances surrol..lrding the foregoing exc.'1an:1e of 
letters am the issues raised by them. 

THE FULl·SERVICE LOnERY COMPANY 

ASSOCIATE MEMBER INTERNATIONAL ASSOCIATION or STATE LOTTERIES 

ASSOCIATE MEMBER NORTH AMERICAN ASSOCIATION Of STATE AND PRO\'INCIAL LOTTERIES 

A SUEISIDIARY Of ~ MANUFACTURING CORPORATION 
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We presume that your inquiries relate to recently enacted ~isions of 
California law governill3 State investments. The relevant California statute 
(Assembly Bill No. 134) pertains to the divestment by State trust funds of 
investments in firms that have DJSiness operations in South Africa or business 
arrar"lgements with the goverrrnent of South Africa. HO'w'ever, it is clear that a 
ticket pt"ocurement by the California wttery is far remcYVed fran investment or 
divestment decisions relatin:! to California trust furds. fobreover, ~ are 
unaware of a~y comparable inquiry by ~ur Committee on Governmental ~anization 
directed to any other lottery verrior. Several questions then arise. \rwlly ~re 
Scientific Games and its parent singled out? \'t)y "-as the Lottery singled out 
arTOn;J State "3encies? Why was the rrost recent procurement singled out? We 
believe the a~swer is simply that DittlerjIPS, a disgruntled o:Jn,Fetitor of 
Scientific G3mes with which ~ are engaged in an acrirronious lawsuit, has 
provided your office wiLh false infonnation in an effort to gain a short-term 
competitive advantage over Scientific Games in the recent lottery procurement. 
We regret that you arK3 JOur staff have been brolJ3ht into a oontroversy between a 
lottery vendor and its former printer. We regret that the dismantling of 
apartheid in South Africa, which is a matter of genuine rroral concern to 
Scientific Games and its employees, has became the £Jeus of a lottery 
procurement in california. We are dismayed that our canpetitor arrl its Farent 
~uld use the rroral issue of apartheid in an effort to ootain econanic advant"age 
over Scientific Games. I think that ~u will Hoo, upon full exC!.11ination of the 
record, that Bally and Scientific Garnes have an exemplary policy concerning 
South Africa, as canpared to Southam, Inc. (the Cancdia'1-based Farent of 
Di ttler/LPS), arrl as also canpared to other companies with which the State of 
California does business. 

It is meaningful that Dittler and LPS are subsidiaries of a oompany which does 
business in South Africa. 'Itle fErent of Dittler is Southam, Inc., a Canadian 
coq::oration, ..tlich has extensive p..1blishing interests throll3hout the \ooDrld. 
Southam P-ililications are rold in South Africa in the ronna.l course of &:mtham' s 
business. It is rot surprisin:; to us that this fact was rot disclosed to JOu by 
DittlerjLPS, its attorneys or lobbyists, because Dittler's lack of corporate 
integrity was confirmed by a recent fiooing of fraoo c33ainst Di ttler. As ~u 
may be aware, Scientific Games was awarded OJer $5,600,000 in canpensatory and 
punitive damages for fraoo cx:mnitted a;3ainst it by Dittler. As a direct resu.lt 
of that fiooing, Dittler was barred fran doing business with the Lottery. 
Southam, oo'Never, in an effort to evade am avoid this debarment, simply 
incorporated another printing company, LPS, which submitted a competing bid for 
the nost recent lottery procurement. Based on this course of corrluct, it is rot 
surprising that Southam does business in South Africa or that Dittler/LPS failed 
to inform you of that fact. It is also rot surprising that they raised an 
easily refutable false charge a;3ainst Bally in a'1 effort to gain a short-term 
canpetitive crlvant~e in the recent lottery procurement. 
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In fairness to Oittler, LPS and Southam, it should be stated that many companies 
whith do business with the State of california also do business in South Africa 
on a regular basis. Some of the ITOre cbJiollS examples are IBM and Ford ~tor 
Canpany. Others incl Lrle M::x:>re Cbrp::>ration Limited, the parent of ResFOnse 
Grap-lics, a bidder in the recent lottery ~ocurement, and Beatrice, the parent 
of Weber-aft Games, Inc., another bidder in the recent pr:-ocurement. M::x:>re, for 
instance, has South African employees, facilities, investments and revenues. 
Beatrice has similar offices, investments, facilities and revenues. I think you 
will firrl of interest a recent article fran Barron's, dated April 28, 1986 (copy 
enclosed), which lists Standard & Poor 500 canparues wi th employees in South 
Africa. InclLrled in this list are many C!:lilpanies which do business with 
california. Is your Corrrni ttee planning to make similar inquiry of Southam, 
Moore, Eeatrice and these other a::rnpanies as you have done with Bally? In the 
same article is anothe~ list of Standard & Poor 500 companies without employees 
in South Africa. Please rote that Bally is 00 this list. 

We regret that you have been dra;.m into this exterrled controversy concerning 
South Africa by our o:mpetitor, Oittler/LPS. Matters of ITOral irnp:>rtance a .... rl 
genuine national concern should rot be US€d as \oolI?ap:::ms in a bidding CQrltest 
broLl3ht by a disgruntled losing bidder. We believe that an apo1o:lY is owed to 
you by Oi ttler/LPS, and \oolI? also believe that ap::>103Y could be initiated by a . 
disclosure request from you to Oittler/LPS and Southam similar to the earlier 
one directed to Bally. 

We rope that this letter, together with the earlier letter of Mr. Jenkins, has 
set the rerord straight and that the real reason for this lMtter having o:rne to 
your attention is now clear. 

CGB/lw 
Enclosure 
cc: Assembly Governmental Organization 

carmi ttee Members 
Senate Governmental Organization 

Committee Members 
California Lottery Cbmmissioners 
M. Mark Michalko, Esq. 
Nancy Sweet, Esq. 
Dr. John R. Koza 
Neil E. Jenkins, Esq. 

Very tr u.l Y yours, 

(~Z(Z(/-/l 
Vice President and 
General Counsel 
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MEMBERS 
FRANK HILL 

STATE CAPiTOL 
SACRAMENTO 95814 

VICE CHAIRMAN 
TOM BANE QIalifnrnia tGegisiaturr 

TELEPHO"iE 1916> 445·3451 

GERALD FELANDO 
RICHARD FLOYD 
NOLAN FRIZZELLE 
ELIHU HARRIS 

MIKE LYNCH 
PR[NCIPA~ COf'tSUl7 ....... T 

MANUEL HERNANDEZ 

Asscmblu QIommittcc PRINCIPAL CO!'-o5UL T"""'1 

RAY MILLER LUCY KILLEA 
ERNEST KONNYU 
SUNNY MOJONNIER 
GWEN MOORE 
STAN STATHAM 
LARRY STIRLING 
SALLY TANNER 
CURTIS TUCKER 
FRANK VICENCIA 
MAXINE WATERS 

on TERI HANNA 

October 29, 1986 
Sccramento, California 

aiourrnmcntal ®rgani5ation 

GARY A. CONDIT 
CHAIR~.A.N 

Mr. Nathan Shapell, Chairman 
Commission on California State 

Government Organization and Economy 
1127 - 11th Street, Suite 550 
Sacramento, eft 95814 

near Mr. Shapell: 

I regret that I will ret be able to attend your Commission's hearing or 
October 29, 1986. 

COM~!TTEE SECkETAR~ 

I am writing this letter because of my concern that legislative committees 
may have been misled earlier this year aD0ut the involvement of a Lottery 
contractor, or its parent company, in conductin9 business in South Africa. 

On June 24, 1986, the Assembly and Senate Governmental Organization 
Committees, while meeting in a joint session, were told that neither 
Scientific Games ror its parent corporation, Bally Manufacturing 
Corporation, does ~ business in South Africa. (See attachec pages 84-85 
of the Legislative hearing: A~tachment A). Also, Scientific sent a letter 
confirming this representation to the Director of the Lottery Commission on 
the same day (See letter from Robert Mote, Executive Vice President and 
Chief Legal Officer, Scientific Games, June 24, 1986: Attachment B). 

A~ter receiving infor~ation that Bally Manufacturing Corporation mcy be 
conducting business in South Africa, I sent a letter dated September 17, 
1986, to that company asking if it is doing business in South Africa. 

In response to my letter, I was advised in an October 10, 1986 letter by 
Mr. Neil Jenkins, Secretary and General Counsel. Bally Manufacturing 
Corp0ration, that Bally "is not engaged in business in South Africa." 

A close examination of Belly's detailed responses, which accompanied their 
letter, contradict the assertions made in the main body of the letter. The 



Mr. Nathan Shapell (10/29/86) - page 2 

Bally Corporation admits that it has been selling gaming mcchines to David 
Mercer International, a distributor with which Bally has a distribution 
agreement, which the Bally Corporation knew were destined for South Africa. 
David Mercer International is the apparent exclusive supplier of Bally 
machines for South Africa. In fact, Bally admits the machines are shipped 
directly by Bally FOB the Bally plant in Illinois via a common carrier to 
the ultimate purchaser in South Africa. 

This is doing business in South Africa to my understanding. 

The responses from Scientific Games and the Bally Manufacturing Corporation 
appear to make an attempt to limit the scope of my inquiry to the recently 
enacted Divestment Act. This is not and never has been the intent of the 
committee's questions. The committee's inquiry was whether Pally or 
Scientific Games are doing business in South Africa. 

The issue to me is whether the Legislature and the LotteD' Com~ission were 
misled. If so, should the Lottery Com~ission suspend a contract for 
misleadinq statements which constitute dishonest conduct under the 
provisions of the Lottery Act and whether this conduct compromises the 
integrity C'f the State Lottery. 

In the neor future, my committee will hold follow-up hearirgs on many of 
the matters which are the subject of today's hearing, includin~ bid 
procurement and evaluation policies of the State Lottery. 

I want to compliment your Commission for this hearing on the State Lottery. 
The testimony and data will no doubt p1ay an important part in the upcoming 
legislative hearings. 

Sincerely, 

G.~ 
GARY A. CONDIT 

GAC:mhs 

Enclosures 

cc Little Hoover Commission Members 
Assembly Governmental Organization 

Committee Members 
Senate Governmental Organization 

Committee Members 
California Lottery Commission 
M. Mark Michalko 
Bally Manufacturing Corporation 
Scientific Games 
Mr. Nick Konovaloff 
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UNIDENTIFIED VOICE: (Inaudible). 

SENATOR GREENE: ~hat is it? 

MS. FONTENETTE: Barton, Burton 

they go by •.• 

in the industry 

SENATOR GREENE: Will you please come forward to tell 

us? 

CHAIRMAN CONDIT: While this gentleman is coming up, I 

want to remind the committee that there are 5 or 6 people who've 

been sitting in the audience during this portion of the agenda 

who would like to come up and make some statements, so I would 

SENATOR GREENE: He's going to write that name down. 

CHAIRMAN CONDIT: Are you finished, Senator? 

SENATOR GREENE: Yes. 

CHAIRMAN CONDIT: What I would like to do, if I may, is 

bring them up. 

ASSEMBLYWOMAN WATERS: Are any of these minority 

participants in this (inaudible). 

MR. GUTIERREZ: I would have to direct that 

CHAIRMAN CONDIT: Do you have an answer? 

SENATOR GREENE: Where's their headquarters? 

CHAIRMAN CONDIT: We have two questions that have not 

been answered for Ms. Waters -- the South African question and 

this 

MR. GUTIERREZ: Mr. Condit, I just received the answer 

with respect to the South Africa question, and also, Senator 

Dills, I would like to correct the statement that you made with 

- 84 -



respect to the Georgia litigation. I have just been handed a 

letter from Scientific Games, in response to my June 12th letter, 

and I would like to read that for the record to correct any. 

CHAIRMAN CONDIT: Why don't you just tell us what the 

letter says and then submit it? 

MR. GUTIERREZ: Okay. With respect to the South Africa 

question, neither Scientific Games nor its parent corporation, 

Bally Manufacturing Corporation does any business, whatsoever, in 

South Africa. 

Secondly, in terms of the Georgia litigation, today, the 

Scientific Games people advise that they've just been advised, 

telephonically, that the auditor has denied the emergency motion 

of Scientific Games. The auditor did not discuss, nor disturb, 

the prior findings of Gott versus Dittler, and did not issue any 

new injunctions, so that is to correct the earlier statement that 

was made that the auditor, somehow, changed the findings of 

fraud. He did not even address those. 

CHAIRMAN CONDIT: Well, it's the finding of fraud that 

are stayed at this point by the Court, is that correct? That 

doesn't change anything at all. I didn't hear that indication 

from him. Well, let's not get back into that. We have an 

enormous -- I mean you're going to come back at some time and 

we're going to talk about that some more. 

I want to ask I know there are people in the audience 

that have been waiting a long time to come up. I would like to 

hear from several of you that have seen what's going on; try not 

to duplicate what you've heard said up here. If you've got a 

- 85 -



June 24, 1986 

M. Mark Michalko 
California State Lottery 
600 North lOth Street 
Sa:ramento, CA 95814 

Dear Mr. Michalko: 

Attachment B 

We have just been advised telephonically that the auditor has denied 
our emergen:y motion. The auditor did not discuss or disturb the 
prior findings of fraud against Dittler and did not issue any new 
injunctions. Ra~ner, the auditor Simply denied in pertinent par~ 
the ::.oss mo!ions filed by botn parties. As a result, we are unaole 
to provi~e the assurances required by your letter of June 12, 1986. 
In tne event of a de:ision by the Lottery to reDid the contr3ct, the 
au~itcr has suggested that a~~ropriate relief should be sought from 
Juj:e Williams (rather than the auditor) to extend JucJe Williams' 
Jc,~ 4 order allDwin~ Scientific to bid alone in Penns~lvania to any 
Calif~rnia re8id. 

W~en we ojtoin a CODY of the auditor's ruling in this regard or any 
further infcr~3tion, we will supply it to you. 

ve;;:UIy;a;' 
R~ote 
Executive Vice President and 

Chief Legal Officer 
Scientific Games, Inc. 
RLM/rm 

p.s. In response to an inquiry raised at the hearing, 
please be advised that neither Scientific Ga!T\es nor its 
oarent corporation, Bally Manufacturing Corporation, does 
~ny business in South Africa. 
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November 8, 1986 

Assemblyman Gary A. Condit 
Chairman 
Assembly Committee on Govermental Organization 
California Legislature 
State Capitol 
Sacramento, CA 95814 

Dear Assemblyman Condit: 

SCIENTIFIC GAMES. INC. 

13!5 TECHNOLOGY PARKWAY 

NORCROSS. GEORGIA 300e2-2eee. U.S.A. 

TELEX: !543846 SCI GAMES 
TELEPHONE: (4041 446-0666 

CABLE: GAMES 

NOV 2' 1986 

In Neil Jenkins' October 20 letter to you, Mr. Jenkins referred to your 
September 17 statement that allegations have been made about Bally doing 
business in South Africa. Mr. Jenkins asked: "I would appreciate your advising 
me at your convenience as to the exact nature of those allegations as well as 
the source of the allegations." 

In Gray Bethea's October 14 letter to you, Mr. Bethea advised that Southam, 
Moore and Beatrice all do direct business with South Africa, unlike Bally. He 
asked if you are "planning to make similar inquiry of Southam, Moore, and 
Beatrice, and these other companies as you have done with Bally" and requested 
you to send "a disclosure request to Dittler/LPS and Southam similar to the 
earlier one directed to Bally." 

To date, we have received no response to either letter. We would appreciate 
your responding by Friday, November 14, 1986. Thank you. 

RLM/vh 

obert L. Mote 
Executive Vice President and 

Chief Legal Officer 

THE FULL·SERVICE LOTTERY COIl4PANY 

ASSOCIATE MEMIER. INTERNATIONAL ASSOCIATION OF STATE LOTTERIES 

ASSOCIATE MEMIER. NOIITH AMERICAN ASSOCIATION OF STATE AND PaoVINCIAL LOTTERIES 

-----. 
A. SUBSIDIARY Of ~ MANUFACTURING CORPOUTION 



MEMBERS 
FRANK HILL 
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VICE CH.o.IRMAN 
TOM BANE 
GERALD FELANDO 
RICHARD FLOYD 
NOLAN FRIZZELLE 
ELIHU HARRIS 

QIalifnrnia tGtgislaturt 
LUCY KILLEA 
ERNEST KONNYU 
SUNNy MOJONNIER 
GWEN MOORE 
STAN STATHAM 
LARRY STIRLING 
SALLY TAt-mER 
CURTIS TUCKER 
FRANK VICENCIA 
MAXINE WATERS 

AB5tmblu Qlommitttt 
Dn 

~Ducrnmcntal ®rgani5'atiDn 

GARY A. CONDIT 

November 25, 1986 
Sacramento, California 

Robert L. Mote 
Executive Vice President and 

Chief Legal Officer 
Scientific Games, Inc. 
135 Technology Parkway 
Norcross, Georgia 30092-2999 

Dear Mr. Mote: 

CHA.iRMAN 

STATE CA":TOl 
SAC"AME .... ro 95814 

TELEPHO~E (9H), 445 3451 

MIKE LYNCH 
PRlNCIPAl CON5.uL TANT 

MANUEL HERNANDEZ 
PRI"'~~PAI. C.ONSUl1""T 

RAY MILLER 
St~IO'i CONSUL ,. ... ,...1' 

TERI HANNA 

In reference to your recent letter, the issue before the 
Governmental Organization Committee rep~rding South Africa and 
Scientific Games rests solelY on the statements Made by 
Scientific Games to the Leqislature's Committees on Governmental 
Orqanization statin£ that neither Scientific Games, nor its 
parent corporation Bally Manufacturing, does ~l business in 
South Africa. 

It is clear from the background information provided by the Bally 
Marufacturing Corporation that Bally has extensive dealings in 
South Africa. The only remaining ~uestions are whether 
Scien.ti~ic Games' and Bally's statements to California 
governmental entities were deliberate misrepresentations 
const;tutinq sufficient reasons to invoke Sections 8880.24 and 
8880.35 of ihe Government Code (the California State Lottery Act) 
and, if so, should California revoke Scientific Games' contract 
with the Lottery Commission. 

Sincerely, 

~ .. 
{; A R Y A. eM! D ~ 
GAC:mls 
cc: Little Hoover Commission 

~ .. 


