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Police Retirement System of St. Louis (“Plaintiff”), individually and on behalf of all other 

similarly situated persons and entities, alleges the following upon information and belief, except 

as to those allegations concerning Plaintiff, which are alleged upon personal knowledge. 

Plaintiff’s information and belief is based upon, among other things, the investigation undertaken 

by Labaton Sucharow LLP, which included review and analysis of: (a) regulatory filings made by 

SciPlay Corporation (“SciPlay” or the “Company”) with the United States Securities and 

Exchange Commission (“SEC”); (b) public reports and news articles; (c) research reports by 

securities and financial analysts; (d) press releases, transcripts of earnings calls, roadshow 

presentations, and other public statements issued by and disseminated by the Company; 

(e) interviews with former employees of SciPlay and the Company’s former parent, Scientific 

Games Corporation (“Scientific Games”); and (f) other publicly available material and data. 

Plaintiff believes that further substantial evidentiary support will exist for the allegations set forth 

herein after a reasonable opportunity for discovery. 

I. NATURE AND SUMMARY OF THE ACTION 

1. The claims asserted herein are solely strict liability and negligence claims for 

violations of Sections 11 and 15 of the Securities Act of 1933 (“Securities Act”) relating to 

SciPlay’s initial public offering (“IPO” or the “Offering”) commenced on or about May 3, 2019 

of 22,720,000 shares of Class A common stock at a price of $16.00. This securities class action is 

brought on behalf of a “Class” of all persons or entities who purchased or otherwise acquired 

SciPlay Class A common stock pursuant and/or traceable to the Company’s Registration 

Statement, as defined herein, issued in connection with the IPO, and who were damaged thereby. 

2. Congress passed the Securities Act in the hopes of restoring investor confidence 

after corporate scandals and the stock market crash of 1929. It requires that those who sell 

securities to the investing public do so on the basis of accurate and fulsome disclosures. The 
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Securities Act creates liability for false, misleading, and incomplete statements made in 

connection with public securities offerings in order to protect investors and maintain confidence 

in our public markets. 

3. Defendant SciPlay describes itself as a “leading developer and publisher of digital 

games on mobile and web platforms.” SciPlay’s games are called “social casino” games. Social 

casino games, like slots, poker, and bingo, are inspired by their real world version, but players can 

only play the games with virtual currency or “chips.” The Company’s revenue depends on 

attracting and retaining users who in turn may purchase chips to continue playing its games. 

4. At the time of the IPO, as further alleged below, SciPlay reportedly had seven core 

games, each of which was playable on multiple platforms, including Google, and through mobile 

apps or on the web through a browser, such as Google’s Chrome. The Registration Statement for 

the IPO told investors that to succeed the Company needed to “attract new players to our games, 

and retain existing players of our games.” 

5. To obtain that success, the Registration Statement disclosed that the Company’s 

marketing efforts to attract and retain players used “data-driven decision making.” Securities 

analysts at the time of the IPO applauded this approach. 

6. On the other hand, the Registration Statement failed to disclose that prior to the 

IPO, and even during the IPO, SciPlay’s games were being disrupted by faulty third-party 

software that made it difficult or impossible for users to play and buy chips. The Company would 

admit this to be true, as well as the fact that the problem resulted in lost customers and revenue, 

only after the IPO. The timing of these problems are further confirmed by customer reviews 

predating the IPO. 
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7. The Registration Statement also failed to disclose that one of its significant 

platform providers—Google—was making changes to its Chrome web browser that would make 

playing SciPlay’s Flash-based games more difficult, and ultimately lead to the loss of users and 

revenue. Again the Company admitted this to be true only after the IPO.  

8. Finally, while the Registration Statement touted its “data-driven” approach to 

marketing decisions, it failed to disclosed that, as related by a Former Employee below, in the 

lead-up to the IPO the Company also had an undisclosed practice of cutting marketing spend to 

increase EBITDA and impress IPO investors. Reduced marketing expenditures of course impacts 

the Company’s ability to attract and retain customers as well as generate revenues.  

9. As a result of these undisclosed adverse facts, SciPlay’s stock plummeted, falling 

from its offering price of $16.00 to close at $9.61 per share on October 14, 2019, the day this 

action was filed. 

II. JURISDICTION AND VENUE 

10. This Court has original subject matter jurisdiction under the New York 

Constitution, Article VI, Section 7(a), and pursuant to Section 22 of the Securities Act, 15 U.S.C. 

§ 77v. Section 22 of the Securities Act expressly prohibits removal of this action to federal court. 

11. This Court has personal jurisdiction and venue is proper under the New York Civil 

Practice Laws and Rules (“CPLR”), and Section 22 of the Securities Act, because Defendants 

reside, are headquartered, or transact business in New York and this county. Defendants 

committed a tortious act within this state and from without this state, causing injury within the 

state, as alleged herein. Defendants regularly do and solicit business, engage in a persistent course 

of conduct, and derive substantial revenue in this state. Defendants derive substantial revenue 

from interstate commerce and should reasonably expect to have consequences in this state for the 

acts alleged herein. 
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12. Defendants and their agents affirmatively sold the subject securities and 

disseminated the Registration Statement to investors in New York and this county, those contacts 

have a substantial connection to the claims alleged herein, and the securities at issue are listed and 

traded on the Nasdaq exchange in this county. 

13. SciPlay is an online gaming company that offers and sells its products nationwide 

on the internet. 

14. Defendants offered SciPlay Class A common stock through the IPO on the Nasdaq 

exchange in this county. 

15. In connection with the IPO and the spin-off from Scientific Games, SciPlay 

entered into several agreements connected to New York. For example, SciPlay entered into a Tax 

Receivable Agreement to govern payment of any tax benefits pursuant to which notices to 

SciPlay were to be forwarded to the New York office of Latham & Watkins LLP. As disclosed in 

the Registration Statement, SciPlay used the IPO proceeds to purchase an interest in SciPlay 

Parent Company, LLC (“SciPlay Parent”). Accordingly, SciPlay Parent entered an Amended and 

Restated Operating Agreement pursuant to which notices to SciPlay Parent were to be forwarded 

to the New York office of Latham & Watkins LLP. SciPlay also entered a Registration Rights 

Agreement with certain security holders. Notices regarding this agreement were to be forwarded 

to the New York office of Latham & Watkins LLP, the agreement is governed by the laws of New 

York, and SciPlay consented to jurisdiction regarding the agreement in New York. 

16. SciPlay’s articles of incorporation provide that its forum provision for exclusive 

jurisdiction in Nevada does “not apply to suits brought to enforce any liability or duty created by 

the Securities Act[.]” 
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17. The Individual Defendants participated in an offering of securities in New York 

and this county. Individual Defendants Wilson, Cody, and Cottle, each participated in the 

nationwide and online IPO roadshow. Defendants Wilson and Cottle and many other, if not all, 

Individual Defendants, went to Times Square to ring the Nasdaq MarketSite bell on May 3, 2019 

in connection with the IPO: 

 

18. Defendants Pinson, Thompson, and Townsend reside in New York. 

19. Merrill Lynch, J.P. Morgan, and Deutsche Bank, the representatives of the 

underwriting group, are based in New York and have consented to jurisdiction in this court in 

their underwriting agreement. New York law governs the underwriting agreement they entered to 

conduct the IPO. Payment to SciPlay for the purchase price of the securities that were initially to 

be sold to the underwriters was to be made at the New York offices of Cleary Gottlieb Steen & 

Hamilton.  
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III. PARTIES 

A. Plaintiff 

20. Plaintiff Police Retirement System of St. Louis purchased SciPlay Class A 

common stock pursuant and/or traceable to the Offering and has been damaged thereby. 

B. Defendants 

1. Corporate Defendant 

21. Defendant SciPlay is the issuer of the stock sold in the Offering. The Company is a 

game developer, specializing in interactive social casino games for mobile and web platforms. 

SciPlay, which describes itself as a “global organization,” is incorporated under the laws of 

Nevada, and is headquartered in Las Vegas, Nevada. SciPlay’s Class A common stock trades 

under the ticker “SCPL” on the Nasdaq exchange in New York, New York.  

22. Prior to the IPO, SciPlay was an indirect wholly owned subsidiary of Scientific 

Games. The operations which currently constitute SciPlay were part of Scientific Games’ 

“Social” business segment. 

2. Individual Defendants 

23. Defendant Joshua J. Wilson is the Chief Executive Officer and a director of 

SciPlay. He reviewed, contributed to, and signed the Registration Statement. Before the IPO, 

Defendant Wilson served as Chief Operating Officer and Senior Vice President for Scientific 

Games since April 2016, after previously serving as the Vice President of Product and 

Operations, Vice President of Product, and Executive Director Social Gaming Products. 

24. Defendant Michael D. Cody is the Chief Financial Officer of SciPlay. He 

reviewed, contributed to, and signed the Registration Statement. Prior to the IPO, Defendant Cody 

was the Chief Financial Officer of Scientific Games since September 2015. 
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25. Defendant Barry L. Cottle is the Executive Chairman of the Board of Directors of 

SciPlay. He reviewed, contributed to, and signed the Registration Statement. Prior to the IPO, 

Defendant Cottle served as President and Chief Executive Officer of Scientific Games since June 

2018. Defendant Cottle joined Scientific Games as Chief Executive, SG Interactive, in August 

2015. 

26. Defendant Michael F. Winterscheidt is the Chief Accounting Officer and Secretary 

of SciPlay. He reviewed, contributed to, and signed the Registration Statement. Prior to the IPO, 

Defendant Winterscheidt served as Senior Vice President, Chief Accounting Officer of Scientific 

Games since February 2019. From February 2017 to February 2019, he served as Chief 

Accounting Officer of Scientific Games, and from July 2016 to February 2017, as its Vice 

President and Corporate Controller. 

27. Defendant Gerald D. Cohen is a director of SciPlay. He reviewed, contributed to, 

and signed the Registration Statement.  

28. Defendant Jay Penske is a director of SciPlay. He reviewed, contributed to, and 

signed the Registration Statement. 

29. Defendant M. Mendel Pinson is a director of SciPlay. He reviewed, contributed to, 

and signed the Registration Statement. Prior to the IPO, Defendant Pinson served as Director of 

Corporate Strategy at Scientific Games from May 2010 through April 2012. 

30. Defendant William C. Thompson, Jr., is a director of SciPlay. He reviewed, 

contributed to, and signed the Registration Statement. 

31. Defendant Frances F. Townsend is a director of SciPlay. She reviewed, contributed 

to, and signed the Registration Statement. Prior to the IPO, Defendant Townsend served as a 

member of the board of directors of Scientific Games. 

INDEX NO. 655984/2019

NYSCEF DOC. NO. 6 RECEIVED NYSCEF: 11/18/2019

10 of 61

FILED: NEW YORK COUNTY CLERK 12/23/2019 11:57 PM INDEX NO. 655984/2019

NYSCEF DOC. NO. 23 RECEIVED NYSCEF: 12/23/2019



 - 8 - 

32. The Defendants named in ¶¶23-31 are referred to herein as the “Individual 

Defendants.” 

3. Underwriter Defendants 

33. Defendant Bank of America Merrill Lynch (“Merrill Lynch”) is a financial 

services company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Merrill Lynch is a Delaware corporation with principal executive offices located at One Bryant 

Park, New York, New York. Merrill Lynch acted as a representative of the underwriting group 

and was allocated 4,400,000 shares in the IPO to sell to the investing public before the exercise of 

the overallotment, to sell additional IPO shares. 

34. Defendant J.P. Morgan Securities LLC (“J.P. Morgan”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

J.P. Morgan is a Delaware limited liability company with principal executive offices located at 

383 Madison Avenue, New York, New York. J.P. Morgan acted as a representative of the 

underwriting group and was allocated 4,400,000 shares in the IPO to sell to the investing public 

before the exercise of the overallotment, to sell additional IPO shares. 

35. Defendant Deutsche Bank Securities Inc. (“Deutsche Bank”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Deutsche Bank is a Delaware corporation with principal executive offices located at 60 Wall 

Street, New York, New York. Deutsche Bank acted as a representative of the underwriting group 

and was allocated 4,400,000 shares in the IPO to sell to the investing public before the exercise of 

the overallotment, to sell additional IPO shares. 
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36. Defendant Goldman Sachs & Co. LLC (“Goldman Sachs”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Goldman Sachs is a New York limited liability company with principal executive offices located 

at 200 West Street, New York, New York. Goldman Sachs was allocated 2,200,000 shares in the 

IPO to sell to the investing public before the exercise of the overallotment, to sell additional IPO 

shares. 

37. Defendant Morgan Stanley & Co. LLC (“Morgan Stanley”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Morgan Stanley a Delaware limited liability company with principal executive offices located at 

1585 Broadway, New York, New York. Morgan Stanley was allocated 2,200,000 shares in the 

IPO to sell to the investing public before the exercise of the overallotment, to sell additional IPO 

shares. 

38. Defendant Macquarie Capital (USA) Inc. (“Macquarie”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Macquarie is a Delaware corporation with principal executive offices located at 125 West 55th 

Street, Level 22, New York, New York. Macquarie was allocated 1,980,000 shares in the IPO to 

sell to the investing public before the exercise of the overallotment, to sell additional IPO shares. 

39. Defendant RBC Capital Markets LLC (“RBC”) is a financial services company 

that acted as an underwriter for the IPO, helping to draft and disseminate the Registration 

Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. RBC is a 
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Minnesota limited liability company with principal executive offices located at 3 World Financial 

Center, 200 Vesey Street, New York, New York. RBC was allocated 1,320,000 shares in the IPO 

to sell to the investing public before the exercise of the overallotment, to sell additional IPO 

shares. 

40. Defendant Stifel, Nicolaus & Company Inc. (“Stifel”) is a financial services 

company that acted as an underwriter for the IPO, helping to draft and disseminate the 

Registration Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. 

Stifel is a Missouri corporation with principal executive offices located at 501 North Broadway, 

St. Louis, Missouri. Stifel has an office located at 787 7th Avenue, 11th Floor, New York, New 

York. Stifel was allocated 550,000 shares in the IPO to sell to the investing public before the 

exercise of the overallotment, to sell additional IPO shares. 

41. Defendant Wedbush Securities Inc. (“Wedbush”) is a financial services company 

that acted as an underwriter for the IPO, helping to draft and disseminate the Registration 

Statement and solicit investors to purchase the SciPlay stock issued pursuant thereto. Wedbush is 

a California corporation with principal executive offices located at 1000 Wilshire Boulevard, 

Suite 900, Los Angeles, California. Wedbush has multiple offices in New York, New York. 

Wedbush was allocated 550,000 shares in the IPO to sell to the investing public before the 

exercise of the overallotment, to sell additional IPO shares. 

42. The Defendants named above in ¶¶33-41 are referred to herein as the “Underwriter 

Defendants.” Defendant SciPlay, the Individual Defendants, and the Underwriter Defendants are 

referred to collectively herein as the “Defendants.” 
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43. The Underwriter Defendants are investment banking houses which specialize, inter 

alia, in underwriting public offerings of securities. They served as the underwriters of the IPO and 

shared at least $21,811,200 in fees paid to the underwriting syndicate. 

44. The Underwriter Defendants determined that in return for their share of proceeds 

from the IPO, they were willing to merchandise SciPlay’s common stock in the IPO. The 

Underwriter Defendants arranged for a roadshow prior to the IPO during which they, and certain 

of the Individual Defendants, met with potential investors and presented highly favorable 

information about the Company, its operations, and its financial prospects. 

45. The Underwriter Defendants also demanded and obtained an agreement from 

SciPlay that SciPlay would indemnify and hold the Underwriter Defendants harmless from any 

liability under the federal securities laws. They also made certain that SciPlay had purchased 

millions of dollars in directors’ and officers’ liability insurance. 

46. Representatives of the Underwriter Defendants assisted SciPlay and the Individual 

Defendants in planning the IPO, and purportedly conducted an adequate and reasonable 

investigation into the business and operations of SciPlay, an undertaking known as a “due 

diligence” investigation. The due diligence investigation was required of the Underwriter 

Defendants in order to engage in the IPO. During the course of their “due diligence,” the 

Underwriter Defendants had continual access to confidential corporate information concerning 

SciPlay’s operations and financial prospects. 

47. In addition to availing themselves of virtually unbridled access to internal 

corporate documents, agents of the Underwriter Defendants met with SciPlay’s management, top 

executives (including the Individual Defendants), and outside counsel, and engaged in “drafting 

sessions,” between at least December 2018 and May 2019. During these sessions, understandings 
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were reached as to: (i) the strategy to best accomplish the IPO; (ii) the terms of the IPO, including 

the price at which SciPlay stock would be sold; (iii) the language to be used in the Registration 

Statement; (iv) what disclosures about SciPlay would be made in the Registration Statement; and 

(v) what responses would be made to the SEC in connection with its review of the Registration 

Statement. 

48. The Underwriter Defendants caused the Registration Statement to be filed with the 

SEC and declared effective in connection with offers and sales thereof, including to Plaintiff and 

the Class. 

IV. SUBSTANTIVE ALLEGATIONS 

A. SciPlay’s History and Business 

49. SciPlay proclaims itself to be a leading developer and publisher of digital games 

on mobile and web platforms, and generates revenue across both web and mobile platforms. The 

Company’s stated mission “is to become the #1 casual mobile gaming company in the world.” 

50. SciPlay and its games are in a sub-segment of the global interactive entertainment 

market called “social casino.” 

51. “Social casino” games are games such as slots, poker, and bingo that are inspired 

by their real world versions, but in which players can play only with virtual currency or “chips” 

(so as not be considered a form of gambling). 

52. The social casino genre evolved out of Facebook gaming and expanded to other 

web based mobile gaming markets. 

53. Similar to the majority of the mobile gaming market, social casino games are free 

to play, meaning they cost nothing to download. After a player downloads the game they are 

given a certain amount of free chips. A player then plays the game’s various slot machines until 
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they eventually lose all of the free chips. At this point, a player can either wait a certain period of 

time to be given more free chips or purchase additional chips using real money. 

54. Only about 3% of players ever actually spend money in social casino games and 

the top 10% of those players make up approximately 50% of total spending. Exacerbating this 

even further, the average social slots player will play upwards of five different games but 

typically only spends money in just one.  

55. This creates fierce competition for these very valuable users that buy chips. As 

analysts at Wedbush recognized at the time of the IPO, “virtual slot players are fickle” and 

“players drift from virtual slot game to virtual slot game with little thought about switching.” In 

other words, “potential for churn among virtual social casino players is high.” Analysts at J.P. 

Morgan agreed since “[p]layers have low switching costs in moving to another game or 

platform.” 

56. Mobile games tend to attract a more diverse demographic than console games 

(e.g., Nintendo, Xbox, PlayStation) because they are more casual. Approximately 63% of mobile 

gamers are women, and about 60% of women play every day, as opposed to 47% of men. 

Particular social casino games have somewhat varying demographics; poker and blackjack 

players tend to be younger and male, while slots and bingo player are more likely to be female 

and older. The average age of players is 39, and their average income is $54,000. 

57. At the time of SciPlay’s IPO, user growth in the social casino genre had stalled but 

the industry had been able to maintain revenue growth through retention of existing players and 

increasing conversion and spend per player. 

58. For this reason and because the “industry and the markets for [SciPlay’s] 

games . . . are highly competitive,” the Company depends on its ability to retain existing users, 
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attract new users, convert non-paying players to paying players, and increase player spend by 

investing in marketing. Likewise, the Company must “maintain a technological edge.” 

59. In the years prior to the IPO (2015 to 2018), SciPlay had been able to grow its total 

revenue from $168.8 million to $416.2 million a year. 

B. SciPlay’s Games 

60. At the time of the IPO, SciPlay’s game portfolio consisted of seven social casino 

games—six slot machine games and one bingo game. Those games were: Jackpot Party Casino 

(“Jackpot Party”), Gold Fish Casino Slots (“Gold Fish”), Hot Shot Casino, Quick Hit Slots 

(“Quick Hit”), MONOPOLY Slots, Bingo Showdown, and 88 Fortune Slots.  

61. According to the Registration Statement, “[e]ach of these games achieved its 

highest monthly revenue in 2018.” 

62. SciPlay launched its first game, Jackpot Party, in 2012, and the last game SciPlay 

launched was MONOPOLY Slots, in April 2018. SciPlay proudly told investors in connection 

with the IPO that “many of the players who began playing [Jackpot Party] in 2012 [are] still 

playing six years later” and “continue[d] to exhibit strong monetization and engagement.” 

63. The Registration Statement disclosed that SciPlay intended to use these “core 

social casino games to fuel [its] growth” and described them as “enduring” and “evergreen 

games.” 

64. Like social casino games in general, SciPlay’s games are free to play and 

download, and players are given free chips when they start. When a player loses all those free 

chips, they can either wait for more free chips or pay real-world money for additional chips.  

65. The Company generates nearly all of its revenue from the sale of chips. The 

Registration Statement informed investors that while most players play the Company’s games for 

free, “a growing number of players, both in terms of total number and as a percentage of paying 
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players,” were electing to purchase additional chips to enable more game play. The Company 

views its business as “selling fun, entertaining time” to its players as opposed to “selling slot 

spins.” 

66. According to the Registration Statement, the number of players who purchased 

chips from SciPlay in the fourth quarter of 2018 was more than triple the number of players who 

did so in the first quarter of 2015. This increase had “driven strong revenue, net income and 

AEBITDA growth.” Nevertheless, since the number of players who purchased chips remained 

relatively small compared to the total number of players, the Company had “upside potential for 

continued growth.” 

67. All of the Company’s games were disclosed to be offered and played across 

multiple platforms, including Apple, Google, Facebook, and Amazon. Importantly, the Company 

“derive[s] nearly all of [its] revenue through [its] platform providers” because, according to the 

Registration Statement, the “platform providers are the distribution channels for [the Company’s] 

games and [they] collect payments from . . . players.” 

68. In 2018, 41.7% of SciPlay’s revenue was generated through Apple, with Google at 

32.3%, and Facebook at 22.1%. In 2017, 41.1% of SciPlay’s revenue was generated through 

Apple, with Google at 27.7%, and Facebook at 27.2%. 

69. The Registration Statement described SciPlay as a company that uses a 

“disciplined, data-driven approach” for its games. For example, it was disclosed that the 

Company gathers and analyzes data to fine tune game play experience and “enrich [the 

Company’s] games.” Indeed, SciPlay claims that it provides game content that is “highly 

personalized for each player based on the last seven days of that player’s activity.” 
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70. According to a former employee, who worked at Scientific Games until the fall of 

2018 and interacted with customers (the “Former Employee”), Scientific Games used a software 

called Optimove to monitor users that was integrated within each SciPlay game, including Gold 

Fish and Quick Hit.  

71. Generally, Optimove provides its customers, like SciPlay, with user retention tools 

such as customized self-learning predictive user models that give companies insight into the 

behavior and possible path of a user through a game. 

72. According to the Former Employee, for SciPlay the software broke down the user 

lifecycle into ‘new,’ ‘active,’ ‘spending,’ ‘risk of churn,’ ‘churned,’ and ‘dormant’ users, and 

hundreds of microsegments. 

73. SciPlay’s analytic data also provides the Company with information regarding life 

time value (“LTV”), active, new, and non-paying players. 

74. In addition, the Company manages it business by tracking several “key 

performance indicators,” each of which the Company tracks with “internal analytics systems.” 

These key performance indicators primarily consist of the following: 

(a) Average Monthly Active Users (MAU): MAU is defined as the number of 

individual users who played a game during a particular month. According to the Company, MAU 

“provides useful information in understanding the number of users reached across [the 

Company’s] portfolio of games on a monthly basis.” 

(b) Average Daily Active Users (DAU): DAU is defined as the number of 

individual users who played a game on a particular day. According to the Company, DAU 

“provides useful information in understanding the number of users reached across [the 

Company’s] portfolio of games on a daily basis.” 
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(c) Average Revenue Per Daily Active User (ARPDAU): ARPDAU is 

calculated by dividing revenue for the period by the average DAU for the period and then 

dividing by the number of days in the period. According to the Company, ARPDAU “provides 

useful information reflecting game monetization.”  

75. The Registration Statement also praised the Company’s technology that ran its 

games. Specifically, the Registration Statement told investors that the Company had “made large 

investments in [its] shared technology infrastructure that enable[d] [it] to operate [its] games 

effectively at a global level and run thousands of promotions, marketing campaigns and 

tournaments concurrently.” Critically, the Company’s “technology and data focus also facilitates 

critical live games operations capabilities . . . which enrich[] the players[’] experience and 

improves [the Company’s] user monetization.” 

76. In short, the Registration Statement told investors that the Company was 

“continu[ing] to invest in and grow [its] current games,” and that as it did, the Company would 

“be able to further monetize [its] existing user base and attract new players.” 

1. SciPlay’s Games Were Not Working at the Time of the IPO 

77. While the Registration Statement spoke very highly of the Company’s games and 

technology, it did not disclose that prior to the IPO—from at least March 2019—each of 

SciPlay’s games was not working properly and as a result, SciPlay was losing users.1 

78. As investors would learn after the IPO, at the same time the Company was being 

sold to the public, there was a material undisclosed “slowdown” occurring with respect to the 

games. The Company would admit on August 1, 2019, that prior to and during the IPO the 

                                                
1  Attached as Exhibit A is a collection of one-star reviews of SciPlay’s games from the 

months preceding the IPO. 
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Company experienced a “defective software issue” that negatively impacted game play resulting 

in decreased revenue and lost users. According to Defendant Cody, “[e]ach game was impacted 

differently.” 

79. Jackpot Party Casino: Before the IPO, and at the latest after an update in March 

2019, players of Jackpot Party experienced their game lagging, or becoming unresponsive and 

freezing up after a few spins, or freezing up the player’s phone. For some players, the game 

would freeze immediately or not open at all. Others would see a black screen. Because of these 

issues, players were losing their chips, including “points, keys, and bonuses.” SciPlay responded 

to many of these reviews, asking that players “reach out” to the help desk, but players who tried 

to report issues to SciPlay’s technical support received generic, irrelevant answers. Some players 

received no response at all—one player reported that he “contacted the developers but [received] 

no response,” and another “sen[t] feedback” and reported “no answer.” Some frustrated players 

wrote that they intended to uninstall the game. 

80. For example: 
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O
Jennifer Freitas •

Get it together Do an update or something! The !ag on slots spinning is causing me to Icse

all rny coins. Doesnt spin or stop accurately and with the number of years I have been

playing...this is very frustrating...its bad enough you give out such sad bonuses every four

hours when the minimum bet is as high as it is ...now your recent update has destroyed any

enjoyment playing and it's not easy to win encugh coins to play for a good emount of time...1

emailed you cays ago ano of course nothing...

Scientific Games lateractive - .· _ .

Hi Jennifer! Thanks for reaching out to me about this gameplay issue. Please reach out

to rne at android@jackpotpartycasino.zendesk.corn with your player ID. application

version. and any more details you can provide! Thanks for playing our game! -Samantha

81. Quick Hit Slots: Before the IPO, players of Quick Hit experienced their game

lagging, not opening at all, and becoming üñrêsposive or freezing. One player reported that the

game would "routinely
crash,"

which would make it "impossible to
play."

For some, the game

would stop
dowr

ding at 99%, and for others it would close immediately. Issues were also

causing players to lose their chips, or causing the game to lag such that players could not use their

chips. SciPlay responded to many of these user complaints, asking that players "reach
out"

to the

help desk, but players who tried to report issues to SciPlay's teelminal support received generic,

irrelevant answers. Some players received no response at all. Again, some frustrated players wrote

that they would uninstall the game.

82. For example:
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O
William Trendle

New version keeps stopping after start Up. No sound or 1keeps skipping when sound

working. Keep sending feednack. Never get an answer cack.

Scierjtific Games Iriteractive - ..- _.

Hi William! We are sorry to hear that you are experiencing issues loading the game.

Please reach out to us at android@quickhitslots.zendesk.com with your Player ID. the

type and model of device an which you are experiencing this issue, and any more details

you can recalli We would love to investigate further and offer sorne suggestions.

G
Cathy Pope

this used to be one of my favorites but now all it does is routinely crash, kick me out and not

load all my coin winnings. I've sent feedback but they haven t fixed the problem and its be

over a week! I'm switching to a new app.

83. 88 Fortune Slots: Before the IPO, and at the latest aner an update in March 2019,

players of 88 Fortune Slots reported in online reviews that the game was becoming unresponcive

and freezing, for exampic, "aner a few
spins."

Players would experience issues when

advertisemcñts came up in the game, inninding that their chips would disappear. SciPlay

responded to many of these reviews, asking that players "reach
out"

to the help desk, but players

who tried to report issues to SciPlay's technical support-even multiple times-received gcñcric,

irrelevañt, or
"automated"

answers. Some players received no response at all. Again, some "really

frustrated"
players wrote that they would uninstall the game.

84. For example:
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A Google user •

App recently started pausing and freezing on after a few Spins. Becomes unrespons-ve and

have to close app. on level 189 and this happens after a few spins. Tried on three or four

different games. Rating was E star until this problem arise making the game use|ess and

unplayable. UPDATE: Support has reached out to me but only with a suggestion to

uninstall/reinsta!I and lose progress unleSs game is linked to Facebook which I don t use.

This apoears to be a version/build issue as it just shcwed up after an app update. Others

know have n o iSS!Je with older version/build. Curious if anyone with this version or build has

same problem. Any game starts freezing and pausing after a few spins and get

progressive;y worse ana eventually generates an not resoonoing message. Version 3.2.06

Build 232 UPDATE AGAIN: Support. i don t have any idea if the
win"

you mentionea. I did not.

My problem is the game Decing unresponsive after a minute or two of plaing. This showed

up after the apo update. Supocr1 has responded1wice via emaii v¿th generic answer ano not

even mentioning my issue.

Scientific Games Interactive--:. .9 i

Hi! We are sorry that you experienced a technical issue. If you would like us to examine

the win you mentioned. please reach out to us at android@88fortunes.zendesk.com with

your player ID and more details! Thanks for playing our garnet

85. Gold Fish Casino Slots: Before the IPO, and at the latest after an update in March

2019, players of Gold Fish experienced their game lagging or becoming unrespemive and

freezing. The app would "start[] and then
close[]."

Some players could not even log in and open

the app. Because of these issues, players would lose their chips and play status. SciPlay responded

to many of these revieves, asking that players "reach
out"

to the help desk, but players who tried

to report issues to SciPlay's t=hnE=1 support received irrelevant automated answers. One player

wrote that it was "[s]o sad [that the] issues with glitches [were] not being
addressed."

Some

players received no response at all. Again, some frustrated players wrote that they would == =+all

the game.

86. For example:
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O
Diane Schaefer

So sad issues with glitches not being addressed. I agree witn Many other reviewers that

game won't load cr freezes after 1 soin when playing on my Samsung Galaxy
tablet.-

his

nas been a proo!em since the Maren 7th update keep we;ting for a neW 'Jpdate to resolve

this but nothing yet. I USED to love this apo for great graphics. games but may have no

choice to aelete .t and look for another slot casino game to enjoy

Scientific Games Interactive . . . . .

Hello Diane! I am sorry to hear that you are experiencing issues loading the game.

Please reach out to me at android@goldfishcasino.zendesk.com with your Player ID. th.e

type and mariel of device on which you are experiencing this issue, and any more details

you can recall! I would love to investigate further and offer sorne suggestions!

O
Kathleen Raymond

the game ain't working for the pass 4 days no response have reported it a couple of t me stii:

noth ng wats the problem fix it please

Scientific Games Interactive .. :
-

Hello Kathleen! I am sorry to hear that you are experiencing issues |oading the game.

Please reach out to me at android@goldfisheasino.zendesk.com with your Player ID. the

type and model of device on which you are experiencing this issue. and any more details

you can recal0 I would love to investigate further and offer sorne suggestions!

I have tr ed for 3 weeks to try and get tech support never availatie. my slots are slow and

has glitches.ihave bought coins. if they don't fix I wiP uninstall and tell my friends what poor

service.

Scientific Games Interactive-. ..

Hello Kathey! I am sorry to hear that you are experiencing issues loading the game.

Please reach out to me at android@goldfishcasino.zendesk.com with your Player ID. the

type and model of device on which you are experiencing this issue. and any more details

you cari recaMI I would love to investigate further and offer sorne suggestions!
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87. MONOPOLY Slots: Before the IPO, and at the latest after an üpdate in October

2018, players of MONOPOLY Slots experienced their game lagging, not opening at all, and

becoming unresponsive and freezing. In a word, the game was
"crashing."

This made the game

"unplayable,"
and players found it "[impossible] to enjoy any

game."
One player found that the

game would "only run for less than a
minute."

Not only did the game freeze, but the gHtches

would cause
players'

phones to freeze, as well. This also caused players to lose their chips.

SciPlay responded to many of these reviews, asking that players "reach
out"

to the help desk, but

players who tried to report issues to SciPlay's tec'-=k=¹ support received generic, automated

answers. Some players received no response at all. Some frustrated players wrote that they were

considering deleting the game and would not recommend it to others.

88. For example:

stepharlie Harper

* uril 2-. x n

I used to iove this game. I still want to love inis game but it s become unplayable. it keeps

freezing and !agging then just crashing aliicgether. This has been going on for WEEKS. Even

with this latest update on the 16th. nothing has been ñxed. Game still crashes every single

time I open it. Fix ii. OleS5e'!!

Scierttific Games Interactive -:
..-

.

Hi Stephanie! Thanks for reaching out about issues you are having loading the garne.

Please contact us at android@monopoly.zendesk.com with your Player ID, the type and

model of device on which you are experiencing this issue. and any more details you can

recalB I would love to investigate further and offer some suggestions?
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G
Craig Prestidge

used to be good but now glitches and crashes wil: delete....

Scientific Games Interactive. . .. .

Hi! Fd love to take a look at the technics|issue you mentioned. Please contact me at

android@monopoly.zendesk.com with your Player ID. the type and model of device on

which you are experiencing this issue. and any more details you can recall! Thanks for

playing our game!

89. Bingo Showdown: Before the IPO, players of Bingo Showdown experienced their

game laggiñg, not opeñiñg at all, and becoming unresponsive or freezing. The game would not

load, and would display "game
pcadi-g"

on the screcñ-which caused players to lose their

progress and chips. For others, the game would open on its own. One player wrote that technical

support was "not answering the
emails."

Some frustrated players wrote that they would 'minatell

the game.

90. For example:

A Google user •

lately Everytime I'm partway through a round it shuts down on me until the game is over.

G

causing me to lose my tickets.: hope you can fix this.

Tina Shafer

had to uninstall because garne kept opening on it's own

91. Hot Shot Casino: Before the IPO, players of Hot Shot Casino experienced their

game lagging, becoming unresponsive or freezing before completely loading or in the =idab of

gameplay, and not opening at all. For others, the game would open and immediately close. The
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game would even freeze players’ devices. Players also lost their chips; one player wrote that he 

“lost all [his] credits!” Some frustrated players wrote that they would uninstall the game. 

92. For example: 

 

93. It was not until after the IPO that investors learned of the defective software, 

resulting loss of users and revenues, and the Company’s poor customer service response.  

2. SciPlay’s Games Were Effectively No Longer Going  
To Be Playable on Google’s Chrome Web Browser 

94. Even before the third-party software disruption was affecting SciPlay’s games, the 

facts and circumstances were already in place at the Company for another major technical 

problem that would arise after the IPO. 

95. The Registration Statement told investors that one of the Company’s “value 

proposition[s]” was “[a]ccessibility,” meaning SciPlay’s games “can be played using either 

mobile or web platforms.” 

96. According to the Registration Statement, SciPlay participates in its platform 

providers’, e.g., Apple, Google, Facebook, and Amazon, “beta tests of new applications and 

features.” Further, these platforms “provide dedicated business and technical teams for the 

successful implementation of [the Company’s] games onto their platforms.” 
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97. In the first quarter of 2019, the Company derived almost 29% of its revenue from 

gaming on the web as opposed to on mobile devices. 

98. Adobe announced on July 25, 2017, that by the end of 2020, it would stop 

updating and distributing its Flash Player plugin to partners including Google. The same day, 

Google reiterated the announcement, and explained that it would “continue phasing out Flash 

over the next few years” and would remove Flash completely from its Chrome web browser 

toward the end of 2020. 

99. In connection with this change, on July 30, 2019, Google released “Chrome 76,” 

which automatically blocked Flash content on websites, although users can re-enable Flash until it 

is permanently removed. 

100. As a result, web players of certain SciPlay games would have to update or 

reconfigure their browsers to process and play SciPlay games. 

101. It was not until November 11, 2019, that the Company admitted that its platform 

partner, Google, had disabled Flash—technology needed to play SciPlay’s games in the Chrome 

web browser. As a result, the Company “sustain[ed] a DAU loss from [its] web product for the 

users who could not move over to the new technology.” 

C. SciPlay’s Marketing Was Not Driven By Data As Disclosed 

102. The Registration Statement told investors that the Company would “continue to 

invest in and grow [its] current games by adapting and developing [its] monetization and 

marketing engines to improve player engagement, increase paying player conversion and drive 

per-player monetization.” 

103. As discussed above, the Registration Statement portrayed SciPlay as a company 

with incorporated “data-driven decision making.” This purportedly extended to the Company’s 

marketing efforts. 
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104. According to the Registration Statement, SciPlay “use[s] data to help determine 

what games [it] should make, when [it] should make them, when and how to launch them and to 

judge how well new features or new marketing campaigns work.” 

105. Specifically, the Registration Statement told investors that “[d]ata . . . drives 

decisions in marketing and user acquisition parts of [the Company’s] business,” and touted that 

the Company “continue[s] to improve the efficiency of [its] marketing spend and number of 

players [it] acquired per dollar by basing [its] decision on historical data and the results actually 

achieved from marketing campaigns.” 

106. The Registration Statement also stated that the Company’s “data-driven decision-

making approach to player acquisition has enabled [it] to improve marketing efficiency and 

continue to acquire players effectively at scale.” 

107. SciPlay acknowledged in its Registration Statement that its future revenue growth 

would depend on attracting new players and retaining existing players, which could require 

“sophisticated and costly sales and marketing efforts.” SciPlay also touted its revenue growth in 

2018 and an increase in the number of paying players, which it noted had driven strong revenue, 

net income, and AEBITDA growth. 

108. At the time of the IPO, securities analysts were indeed focused on the Company’s 

marketing spend. Analysts at Macquarie Research identified the fact that SciPlay’s sales and 

marketing as a percentage of revenue had been rising over the past five quarters was a “key 

investment risk.” Those analysts went on to moderate that this spend was not “necessarily a 

negative” but was something investors should “watch.” Analysts at Wedbush praised the 

Company for having lower marketing expenses than its competitors. 
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109. Other analysts were impressed by the Company’s touted data-driven approach to 

marketing and made express note of it. RBC Capital Markets wrote on May 28, 2019 that “[t]he 

[C]ompany has improved its market efficiency using its data-driven approach.” 

110. However, unknown to investors was the fact that at the time of the IPO, the 

Company’s marketing was not being “driven by data” in the manner described in the Registration 

Statement. Rather, the Company’s overarching goal prior to the IPO was to decrease marketing 

spend in order to improve EBITDA. 

111. According to the Former Employee, prior to the IPO, around November of 2018, 

management told employees at Scientific Games that they “need[ed] to impress investors” 

because “something big” was coming. So, the focus was to “cut back spending” to help increase 

EBITDA. To push EBITDA, the Company “cracked down” on expenses such as marketing spend.  

112. On August 1, 2019, the Company told investors that it had pulled back on 

marketing at the time of the IPO. 

D. The Offering 

113. On or about April 5, 2019, Defendants filed a draft registration statement on Form 

S-1 with the SEC, which, following a series of amendments was declared effective by the SEC on 

May 2, 2019 (the “Form S-1”). 

114. On May 2, 2019, SciPlay announced the pricing of its IPO Class A common stock 

at $16.00 per share and that Underwriter Defendants had been granted a 30-day overallotment 

option to purchase up to an additional 3.3 million shares of its Class A common stock. The 

Company also announced that shares of SciPlay’s Class A common stock would begin trading on 

the Nasdaq Global Select Market on May 3, 2019. 

115. On May 6, 2019, Defendants filed with the SEC its final prospectus for the IPO on 

Form 424B4 (the “Prospectus”), which forms part of the Registration Statement (the Prospectus 
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and the Form S-1, as amended, are referred to collectively herein as the “Registration 

Statement”), and sold 22 million shares of SciPlay’s Class A common stock to the investing 

public. The Company received $330.9 million in proceeds, net of underwriting discounts, but 

before offering expenses of approximately $10.0 million.  

116. On May 31, 2019, the Underwriter Defendants exercised only part of their 

overallotment option in the amount of 720,000 IPO shares. After giving effect to the partial 

exercise of the overallotment option, the total number of shares sold by SciPlay in the IPO was 

22,720,000 shares and total gross proceeds, before deducting underwriting discounts and 

commissions and other offering expenses payable by SciPlay, were approximately $363.5 million. 

117. Plaintiff and other members of the Class (as defined herein) purchased or 

otherwise acquired SciPlay Class A common stock pursuant and/or traceable to the IPO and the 

Registration Statement, and were damaged thereby.  

E. Defendants’ False and Misleading Registration Statement 

118. The Registration Statement was negligently prepared, and as a result, contained 

untrue statements of material fact, omitted material facts necessary to make the statements 

contained therein not misleading, and failed to make adequate disclosures required under the rules 

and regulations governing its preparation. 

119. Section 11 creates liability against each of the Defendants for each 

(1) misrepresentation, (2) omission in contravention of an affirmative legal disclosure obligation, 

and (3) omission of information that is necessary to prevent existing disclosures from being 

misleading, in the Registration Statement. 

120. Pursuant to SEC Regulation C, the Registration Statement was required to disclose 

material information necessary to ensure that representations in the Registration Statement were 

not misleading. Specifically, Rule 408, 17 C.F.R. § 230.408(a), states that “[i]n addition to the 
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information expressly required to be included in a registration statement, there shall be added 

such further material information, if any, as may be necessary to make the required statements, in 

light of the circumstances under which they are made, not misleading. 

121. Further, under the instructions to Form S-1, Defendants were required to comply 

with Item 303 of Regulation S-K, 17 C.F.R. § 229.303. Specifically, Item 303, and the SEC’s 

related interpretive releases thereto, requires issuers to disclose events and uncertainties, including 

any known trends that have had or are reasonably likely to cause the issuer’s financial information 

not to be indicative of future operating results. 

122. Moreover, Form S-1 also requires that the Registration Statement furnish the 

information called for under Item 503(c) of Regulation S-K, 17 C.F.R. § 229.503(c), including, 

among other things, a discussion of the most significant factors that make the Offering speculative 

or risky. Effective May 2, 2019, and without any substantive changes, the SEC relocated Item 

503(c) to Item 105, 17 C.F.R. § 229.105. 

1. The Registration Statement Misrepresented the  
Functionality of the Company’s Games and Technology  
and Failed to Disclose the Third-Party Software Disruption 

123. The Registration Statement falsely represented the functionality of the Company’s 

seven games, misleadingly touted the Company’s technology, and failed to disclose the fact that a 

third-party software disruption was preventing the Company’s games from working at the time of 

the IPO. These disruptions led to lost users, reduced revenue, and slowed growth and player 

acquisition. As a result, the Registration Statement contained untrue statements of material facts, 

omitted to state other facts necessary to make the statements contained in the Registration 

Statement not misleading, and was not prepared in accordance with the rules and regulations 

governing its preparation.  
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124. For example, the Registration Statement told investors that the Company 

“currently offer[s] seven [core] games,” that “[a]ll our games are offered and played across 

multiple platforms, including Apple, Google, Facebook and Amazon,” and that it was these 

games that would “fuel [the Company’s] growth.” 

125. The Registration Statement also stated that the Company’s “ability to achieve 

growth in revenue in the future will depend, in large part, upon our ability to attract new 

players to our games, and retain existing players of our games.” 

126. The Registration Statement claimed that SciPlay’s games “can be played using 

either mobile or web platforms.” 

127. The statements in ¶¶124-26 were each false and misleading statements of material 

fact when made because they failed to disclose and misrepresented the following material adverse 

facts, material adverse trends, material uncertainties, or significant risks that existed at the time of 

the IPO: 

(a) Contrary to the Registration Statement’s claim that the Company “currently 

offer[ed] seven [core] games” that could be played on multiple platforms, it was difficult or 

impossible for users to play SciPlay’s games due to later admitted disruptions with third-party 

software, which is also confirmed by the user reviews set out above and in Exhibit A; and 

(b)  Since the Company’s seven core games were not operating properly and 

were losing users and revenue, as would later be admitted, the games were not fueling the 

Company’s “growth,” and were preventing the Company from attracting and retaining users. 

128. The Registration Statement represented that SciPlay made “large investments” in 

its “technology infrastructure” which enable[s] it to “operate [its] games effectively,” “facilitates 
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critical live games operations capabilities,” and “enriches the player experience and 

improves . . . user monetization.” The Registration Statement stated, in pertinent part, as follows: 

We have made large investments in our shared technology 
infrastructure that enable us to operate our games effectively at a 
global level and run thousands of promotions, marketing campaigns 
and tournaments concurrently. Our technology and data focus also 
facilitates critical live games operations capabilities that keep our 
game content fresh, which enriches the player experience and 
improves our user monetization. Our proven, custom-built 
technology stack allows us to easily share best practices and 
successful features across games in our portfolio, further decreasing 
time to market for new content and reducing overall development 
costs. 

129. The Registration Statement also stated that the Company would “continue to 

invest” in its technology platform that hosts its games “to stay current with technological 

standards, improve performance, and expand capacity.” 

130. The statements in ¶¶128-29 were each false and misleading statements of material 

fact when made because they failed to disclose and misrepresented the following material adverse 

facts, material adverse trends, material uncertainties, or significant risks that existed at the time of 

the IPO: 

(a) It was difficult or impossible for SciPlay’s users to play the Company’s 

games due to the later admitted disruptions with third-party software, which is confirmed by the 

user reviews set out above and in Exhibit A; 

(b) SciPlay’s games were not operating properly and as a result, as the 

Company would later admit, the Company was losing revenue and users and not attracting and 

retaining users; 

(c) Despite the Company’s “large investment . . . in technology infrastructure,” 

due to the third-party software disruption the Company was not operating its “games effectively,” 
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its technology was not “facilitat[ing] critical live game functions,” nor was it “enrich[ing] the 

player experience” or “improv[ing]” the Company’s “user monetization”; and 

(d) While the Registration Statement touted that the Company would continue 

to “improve performance,” SciPlay’s users were already encountering degraded performance (at 

best) resulting from the third-party software disruption. 

2. The Registration Statement Misrepresented the  
Company’s Collaboration with Platform Providers  
And Failed to Disclose Present Known Adverse Trends  
and Uncertainties Related to Web Based Gaming 

131. As alleged above, the Registration Statement told investors that the Company’s 

seven games were each “offered and played across multiple platforms, including Apple, Google, 

Facebook and Amazon,” and that the Company’s games could “be played using either mobile or 

web platforms.” 

132. The Registration Statement touted the Company’s “[s]trong platform provider 

partner relations” with Apple, Google, Facebook, and Amazon. The Registration Statement 

stated, in pertinent part, as follows: 

Strong platform provider partner relation 

Our platform partners include Apple, Google, Facebook and 
Amazon. We participate in our platform providers’ beta tests of 
new applications and features. Our partners host specialized and 
customized promotional activities with our games and provide 
dedicated business and technical teams for the successful 
implementation of our games onto their platforms. 

133. The Registration Statement also told investors that “[a] single code base powers 

all client versions of each game, whether on phones, tablets or browsers, which reduces 

development efforts and provides a seamless, consistent interface for our players.” 
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134. As alleged above, the Registration Statement also stated that: “Over time we build 

our technology platform that hosts our games. We plan to continue to invest in this platform to 

stay current with technological standards, improve performance and expand capacity.” 

135. The statements in ¶¶131-34 were each false and misleading statements of material 

fact when made because they failed to disclose and misrepresented the following material adverse 

facts, material adverse trends, material uncertainties, or significant risks that existed at the time of 

the IPO: 

(a) While SciPlay’s games were offered on the Google platform and could be 

played on the web, Google planned to soon deprecate Flash from its Chrome web browser, which 

was going to make it more difficult or impossible for users to play the Company’s games on 

Chrome; 

(b) Despite a “[s]trong platform provider partner relations[hip]” with Google, 

the Company did not prevent—through “beta tests” or Google’s “dedicated business and technical 

teams for the successful implementation” of the Company’s games onto the platform—the loss of 

users and revenue as a result of Chrome’s deprecation of Flash;  

(c) Rather than providing “a seamless consistent interface for players,” the 

Company’s “single code base,” which relied, in part, on Flash, would cause the Company to lose 

users and revenue when Flash was deprecated from the Chrome web browser; and 

(d) Rather than continuing to invest in its technology platform “to stay current 

with technological standards [and] improve performance,” SciPlay’s games would no longer 

automatically work on Chrome after Flash was deprecated and, as a result, the Company would 

lose users and revenue. 
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3. The Registration Statement Failed to Disclose and Misrepresented 
Significant Risks that Made the IPO More Speculative and Risky 

136. The Registration Statement inaccurately described as potential, certain risks 

associated with SciPlay’s customer support and ability to attract and retain players, which “could” 

have an adverse effect on its business, financial condition, and results of operations, rather than 

disclosing the actual events and trends or uncertainties that had already manifested. The 

Registration Statement stated, in pertinent part, that: 

Our growth depends on our ability to attract and retain players, 
and the loss of our players, or failure to attract new players, could 
materially and adversely affect or business. 

Our ability to achieve growth in revenue in the future will depend, 
in large part, upon our ability to attract new players to our games, 
and retain existing players of our games. Achieving growth in our 
community of players may require us to increasingly engage in 
sophisticated and costly sales and marketing efforts that may not 
result in additional players.  

* * * 

Players may stop using our games and related services at any 
time, including if the quality of the player experience on our 
platform, including our support capabilities in the event of a 
problem, does not meet their expectations or keep pace with the 
quality of the player experience generally offered by competitive 
games and services.  

137. The Registration Statement inaccurately described as potential, certain other risks 

associated with SciPlay’s ability to attract and retain players, which “could” have an adverse 

effect on its business, financial condition, and results of operations, rather than disclosing the 

actual events and trends or uncertainties that had already manifested. The Registration Statement 

stated, in pertinent part, that: 

A small number of games has generated a majority of our 
revenues, and we must continue to launch and enhance games 
that attract and retain a significant number of paying players in 
order to grow our revenue and sustain our competitive position. 
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Historically, we have depended on a small number of games for a 
majority of our revenue, and we expect that this dependency will 
continue for the foreseeable future . . . . Our growth depends on our 
ability to consistently launch new games that achieve significant 
popularity. Each of our games generally requires significant 
research and development, engineering, marketing and other 
resources to develop, launch and sustain via regular upgrades and 
expansions, and such costs on average have increased. Our ability 
to successfully and timely launch, sustain and expand games and 
attract and retain paying players largely depends on our ability 
to: . . . minimize downtime and other technical difficulties[.] 

* * * 

If we do not successfully launch games that attract and retain a 
significant number of paying players and extend the life of our 
existing games, our market share, reputation and financial results 
could be harmed. 

138. The Registration Statement inaccurately described as potential, certain other risks 

associated with SciPlay’s ability to attract and retain players, which “could” have an adverse 

effect on its business, financial condition, and results of operations, rather than disclosing the 

actual events and trends or uncertainties that had already manifested. The Registration Statement 

stated, in pertinent part, that: 

We rely on a small percentage of our players for nearly all of our 
revenue.  

A small percentage of our players account for nearly all of our 
revenue. For example, in 2017, 5.3% of our players made purchases 
in our games, and in 2018, 5.5% of our players made purchases in 
our games. However, we lose paying players in the ordinary course 
of business, and they may stop making purchases in our games or 
playing our games altogether at any time. In order to sustain or 
increase our revenue levels, we must attract new paying players or 
increase the amount our players pay. To retain paying players, we 
must devote significant resources so that the games they play retain 
their interest and attract them to our other games. Our new games 
may also attract players away from our existing games. If we fail to 
grow or sustain the number of our paying players, or if the rate at 
which we add paying players declines or if the average amount 
our paying players pay declines, our results of operations, cash 
flows and financial condition could be adversely impacted.  
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139. The Registration Statement inaccurately described as potential, certain other risks 

associated with SciPlay’s ability to attract and retain players, technology, and customer support, 

which “could” have an adverse effect on its business, financial condition, and results of 

operations, rather than disclosing the actual events and trends or uncertainties that had already 

manifested. The Registration Statement stated, in pertinent part, that: 

Our success depends upon our ability to adapt to, and offer games 
that keep pace with, changing technology and evolving industry 
standards.  

Our success depends upon our ability to attract and retain players, 
which is largely driven by maintaining and increasing the 
quantity and quality of social games. To satisfy players, we need to 
continue to improve their experience and innovate and introduce 
games that players find useful and that cause them to return to our 
suite of games more frequently. This includes continuing to 
improve our technology to optimize search results for our games, 
tailoring our game offerings to additional geographic and market 
segments, and improving the user-friendliness of our games and 
our ability to provide high-quality support. Our ability to 
anticipate or respond to changing technology and evolving 
industry standards and to develop and introduce new and 
enhanced games on a timely basis or at all is a significant factor 
affecting our ability to remain competitive and expand and attract 
new players. We cannot assure that we will achieve the necessary 
technological advances or have the financial resources needed to 
introduce new games on a timely basis or at all.  

Our players depend on our support organization to resolve any 
issues relating to our games. Our ability to provide effective 
support is largely dependent on our ability to attract, resource, and 
retain employees who are not only qualified to support players of 
our games, but are also well versed in our games. Any failure to 
maintain high-quality support, or a market perception that we do 
not maintain high-quality support, could harm our reputation, 
adversely affect our ability to sell virtual currency within our 
games to existing and prospective players, and could adversely 
impact our results of operations, cash flows and financial 
condition. 

140. The Registration Statement inaccurately described as potential, certain other risks 

associated with SciPlay’s ability to attract and retain players, adapt to technological 
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developments, and effectively compete in the market, which “could” have an adverse effect on its 

business, financial condition, and results of operations, rather than disclosing the actual events 

and trends or uncertainties that had already manifested. The Registration Statement stated, in 

pertinent part, that: 

We operate in a highly competitive industry, and our success 
depends on our ability to effectively compete.  

Social gaming, which includes social casinos and from which we 
derive substantially all of our revenue, is a rapidly evolving industry 
with low barriers to entry . . . . The market for our games is also 
characterized by rapid technological developments, frequent 
launches of new games, changes in player needs and behavior, 
disruption by innovative entrants and evolving business models 
and industry standards. As a result, our industry is constantly 
changing games and business models in order to adopt and 
optimize new technologies, increase cost efficiency and adapt to 
player preferences.  

Successful execution of our strategy depends on our continuous 
ability to attract and retain players, adapt to the emergence of new 
mobile hardware or operating systems, expand the market for our 
games, maintain a technological edge and offer new capabilities 
to players.  

* * * 

If we are unable to compete effectively, successfully and at a 
reasonable cost against our existing and future competitor, our 
results of operations, cash flows and financial condition could be 
adversely impacted. 

141. The statements referenced above in ¶¶136-40 were each inaccurate statements of 

material fact because while noting only the potential negative impacts on its business, financial 

condition, and results of operations, the Registration Statement failed to disclose and 

misrepresented the following significant, then-existing material events and adverse trends or 

uncertainties that SciPlay had already been facing at the time of the IPO: 
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(a) It was difficult or impossible for SciPlay’s users to play the Company’s 

games due to the later admitted disruptions with third-party software, which is confirmed by the 

user reviews set out above and in Exhibit A; 

(b) SciPlay’s games were not operating properly and as a result, as the 

Company would later admit, it was losing revenue and users and not attracting and retaining 

users; 

(c) The Company’s customer support operations were failing to address user 

concerns, as confirmed by the user reviews set out above and in Exhibit A, and as a result, 

SciPlay was failing to attract and retain users and was losing revenue; 

(d) The Company was not keeping pace with changing technology and 

evolving standards as evidenced by the loss of users and revenue when Chrome deprecated Flash; 

(e) While the Registration Statement discussed the need for the Company to 

“continue to improve [players’] experience” and improve [its] technology” while “respond[ing] to 

changing technology,” SciPlay was already negatively impacted by the third-party software 

disruptions and would lose additional users and revenue due to Chrome’s deprecation of Flash; 

and 

(f) As a result of losing these users, the Company was not “competing 

effectively.” 

142. The Registration Statement inaccurately described as potential, certain other risks 

associated with SciPlay’s information technology systems, which “could” have an adverse effect 

on its business, financial condition, and results of operations, rather than disclosing the actual 

events and trends or uncertainties that had already manifested. The Registration Statement stated, 

in pertinent part, that: 
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We rely on information technology and other systems, and any 
failures in our systems or errors, defects or disruptions in our 
games could diminish our brand and reputation, subject us to 
liability and could disrupt our business and adversely impact our 
results.  

We rely on information technology systems that are important to 
the operation of our business, some of which are managed by 
third parties. These third parties are typically under no obligation to 
renew agreements and there is no guarantee that we will be able to 
renew these agreements on commercially reasonable terms, or at all. 
These systems are used to process, transmit and store electronic 
information, to manage and support our business operations and 
to maintain internal control over our financial reporting. In 
addition, we collect and store certain data, including proprietary 
business information, and may have access to confidential or 
personal information in certain of our businesses that is subject to 
privacy and security laws, and regulations. We could encounter 
difficulties in developing new systems, maintaining and upgrading 
current systems and preventing security breaches. Among other 
things, our systems are susceptible to damage, outages, 
disruptions or shutdowns due to fire, floods, power loss, break-ins, 
cyber-attacks, network penetration, denial of service attacks and 
similar events. Any failures in our computer systems or 
telecommunications services could affect our ability to operate 
our games or otherwise conduct business.  

 A meaningful portion of our game traffic is hosted by third-party 
data centers, such as Amazon Web Services, or AWS. Such third 
parties provide us with computing and storage capacity, and AWS 
is under no obligation to renew the agreements related to these 
services with us on commercially reasonable terms or at all. If we 
are unable to renew these agreements on commercially reasonable 
terms, or if one of our data center operators is acquired, we may be 
required to transfer our servers and other infrastructure to new data 
center facilities and we may incur significant costs and possible 
lengthy service interruptions in connection with doing so, 
potentially causing harm to our reputation. If a game is unavailable 
or operates more slowly than anticipated when a player attempts 
to access it, that player may stop playing the game and be less 
likely to return to the game.  

Portions of our information technology infrastructure, including 
those operated by third parties, may experience interruptions, 
delays or cessations of service or produce errors in connection 
with systems integration or migration work that takes place from 
time to time. We may not be successful in implementing new 
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systems and transitioning data, which could cause business 
disruptions and be more expensive, time-consuming, disruptive and 
resource-intensive. We have no control over third parties that 
provide services to us and those parties could suffer problems or 
make decisions adverse to our business. We have contingency 
plans in place to prevent or mitigate the impact of these events. 
However, such disruptions could materially and adversely impact 
our ability to deliver games to players and interrupt other 
processes. If our information systems do not allow us to transmit 
accurate information, even for a short period of time, to key 
decision-makers, the ability to manage our business could be 
disrupted and our results of operations, cash flows and financial 
condition could be materially and adversely affected. Failure to 
properly or adequately address these issues could impact our 
ability to perform necessary business operations, which could 
materially and adversely affect our reputation, competitive 
position, results of operations, cash flows and financial condition. 

143. The Registration Statement inaccurately described as potential, certain other risks 

associated with errors in SciPlay’s games, software applications and systems, and third-party 

providers, which “could” have an adverse effect on its business, financial condition, and results of 

operations, rather than disclosing the actual events and trends or uncertainties that had already 

manifested. The Registration Statement stated, in pertinent part, that: 

Our games and other software applications and systems, and the 
third-party platforms upon which they are made available could 
contain undetected errors.  

Our games and other software applications and systems, as well as 
the third-party platforms upon which they are made available, 
could contain undetected errors that could adversely affect the 
performance of our games. For example, these errors could 
prevent the player from making in-app purchases of virtual coins, 
which could harm our operating results. They could also harm the 
overall game-playing experience for our players, which could 
cause players to reduce their playing time or in game purchases, 
discontinue playing our games altogether, or not recommend our 
games to other players. Such errors could also result in our games 
being non-compliant with applicable laws or create legal liability 
for us. Resolving such errors could disrupt our operations, cause 
us to divert resources from other projects, or harm our operating 
results. 
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144. The statements referenced above in ¶¶142-43 were each inaccurate statements of 

material fact because while noting only the potential negative impacts on its business, financial 

condition, and results of operations, the Registration Statement failed to disclose and 

misrepresented the following significant, then-existing material events and adverse trends or 

uncertainties that SciPlay had already been facing at the time of the IPO: 

(a) It was difficult or impossible for SciPlay’s users to play the Company’s 

games due to the later admitted “errors, defects, or disruptions” with third-party software, which 

is confirmed by the user reviews set out above and in Exhibit A; and 

(b) Due to the “interruptions” caused by the problematic third-party software, 

SciPlay’s games and technology were not operating properly and as a result, as the Company 

would later admit, it was losing revenue and users, and would lose additional users and revenues 

as games became “unavailable” or more difficult to play for some players due to Chrome’s 

deprecation of Flash. 

145. The Registration Statement inaccurately described as potential, certain risks 

associated with players needing to take certain actions to continue using the Company’s games, 

which “may” cause the Company’s “operating results [to] be negatively impacted,” rather than 

disclosing the actual events and trends or uncertainties that had already manifested. The 

Registration stated, in pertinent part, as follows:  

Over time we built our technology platform that hosts our games. 
We plan to continue to invest in this platform to stay current with 
technological standards, improve performance and expand capacity. 
This investment requires capital expenditures and R&D and other 
expenditures. We expect the cost to maintain and improve this 
platform to continue to grow as the number of games and players 
grows. Additionally, as technological or regulatory standards 
change and we modify our technology platform to comply with 
those standards, we may need players to take certain actions to 
continue playing, such as downloading a new game client, 
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performing age gating checks or accepting new terms and 
conditions. Our operating results may be negatively impacted if 
players either cannot or choose not to take these actions.  

146. The Registration Statement also inaccurately described as potential, certain risks 

associated with platform providers making changes to their platforms, which “may negatively 

impact how our games work, how players interact with our games and our ability to attract and 

monetize players,” rather than disclosing the actual events and trends or uncertainties that had 

already manifested. The Registration Statement stated, in pertinent part, as follows: 

We derive nearly all of our revenue through our platform providers 
Apple, Google, Facebook and Amazon. These platform providers 
are the distribution channels for our games and collect payments 
from our players. They have the ability to make changes to their 
platforms, their terms of services, the amounts of or method by 
which our players obtain content and make payments, how they 
are paid and any other aspect of their platforms and services. 
Those changes may negatively impact how our games work, how 
players interact with our games and our ability to attract and 
monetize players. 

147. The Registration Statement inaccurately described as potential, certain risks 

associated with platform providers discontinuing or limiting access to their platforms, modifying 

their programs, or making it more difficult for players to buy chips, which “could” have an 

adverse effect on SciPlay’s business, financial condition, and results of operations, rather than 

disclosing the actual events and trends or uncertainties that had already manifested. The 

Registration Statement stated, in pertinent part, that: 

We rely on third-party platforms to make our games available to 
players and to collect revenue.  

Our social gaming offerings operate through Apple, Google, 
Facebook and Amazon, which also serve as significant online 
distribution platforms for our games. In 2018 and 2017, all of our 
revenue was generated by players using those platforms. 
Consequently, our expansion and prospects depend on our 
continued relationships with these providers, and any emerging 
platform providers that are widely adopted by our target player 
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base. We are subject to the standard terms and conditions that these 
platform providers have for application developers, which govern 
the promotion, distribution and operation of games and other 
applications on their platforms, and which the platform providers 
can change unilaterally on short or without notice. Our business 
would be harmed if: 

 the platform providers discontinue or limit our access to 
their platforms; 

* * * 

 the platforms modify their current discovery mechanisms, 
communication channels available to developers, 
respective terms of service or other policies, including fees; 
[or]  

 the platforms impose restrictions or make it more difficult 
for players to buy virtual currency[.] 

* * * 

[I]f our platform providers alter their operating platforms, we 
could be adversely impacted as our offerings may not be 
compatible with the altered platforms or may require significant 
and costly modifications in order to become compatible. 

* * * 

In the past, some of these platform providers have been unavailable 
for short periods of time or experienced issues with their features 
that permit our players to purchase virtual currency. For example, in 
the second and third quarters of 2018, we were negatively impacted 
by data privacy protection changes implemented by Facebook, 
which impaired our players' ability to access their previously 
acquired virtual currency and purchase additional virtual currency. 
If similar events recur on a prolonged basis or other similar issues 
arise that impact players’ ability to download our games, access 
social features or purchase virtual currency, it could have a 
material adverse effect on our revenue, operating results and 
brand.  

148. The statements referenced above in ¶¶145-47 were each inaccurate statements of 

material fact because while noting only the potential negative impacts on its business, financial 

condition, and results of operations, the Registration Statement failed to disclose and 
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misrepresented the following significant, then-existing material events and adverse trends or 

uncertainties that SciPlay had already been facing at the time of the IPO: 

(a) Google, one of the Company’s platform providers, was making planned 

changes to its Chrome web browser, which would restrict players’ ease of access to SciPlay’s 

games and make it more difficult for users to play the games and buy chips; 

(b) Google’s changes to Chrome were going to require that players “take 

certain actions to continue playing,” and some players of SciPlay games would not or could not 

take these “actions”; and 

(c) As a result of Google’s deprecation of Flash in the Chrome web browser, 

the Company would lose users and revenue.  

4. The Registration Statement Misrepresented the  
Company’s Approach to Marketing as Being Data-Driven 

149. The Registration Statement told investors that the Company “incorporate[s] data-

driven decision-making into [its] entire game development process,” including marketing and 

user acquisition, and touted its benefits. The Registration Statement stated, in pertinent part, as 

follows: 

We incorporate data-driven decision-making into our entire game 
development process. For example, we use data to help determine 
what games we should make, when we should make them, when 
and how to launch them and to judge how well new features or new 
marketing campaigns work. We use proprietary, in-house 
developed predictive models to assess the likelihood of success for 
new content launches and allocate our production team resources to 
focus on building features to improve return on our investment in 
our games. We use our in-game analytic data to constantly fine 
tune player experiences, optimize user acquisition costs and drive 
the game economy.  

* * * 

Data also drives decisions in the marketing and user acquisition 
parts of our business. We continue to improve the efficiency of our 
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marketing spend and the number of players we acquire per dollar by 
basing our decisions on historical data and the results actually 
achieved from marketing campaigns. We believe that our data-
driven approach allows us to identify potential players with a high 
probability of becoming paying players. Despite designing different 
games to appeal to different player markets, our marketing efforts 
and their results are shared across all of our games, along with a 
number of other services and technology that impact all of our 
games. This shared capabilities infrastructure allows game teams to 
easily incorporate the successes achieved from other games into 
their own games, which we believe further increases our 
efficiencies in marketing and user acquisition. This approach 
provides us with benefits, such as: 

 our consistent return on investment on our marketing spend 
while substantially increasing marketing expenditures from 
2016 through 2018;  

 our proprietary shared life time value, or LTV, model, 
which shows the expected financial value of a player to us 
over his or her journey through our games, allows our 
marketing department the flexibility to invest in the areas 
with the most returns in the most profitable games; and  

 our shared monetization algorithms allow each game team 
to take the best practices shared from all game teams and 
leverage them across our entire portfolio. 

150. More specifically, the Registration Statement, under the title “Our data-driven 

approach to marketing and monetization,” stated, in pertinent part, that: 

Our data-driven decision-making approach to player acquisition 
has enabled us to significantly improve marketing efficiency and 
continue to acquire players effectively at scale. We use our in-
game analytic data to constantly fine tune player experiences, 
optimize user acquisition costs and drive the game economy. In 
2017, our average time to break even from install averaged less than 
six months. Our effective cost per install, or eCPI, has remained 
generally flat since 2016 while the twelve-month LTV of our 
players has increased. We believe this pattern demonstrates 
significant efficiencies and return on user acquisition spend and can 
provide opportunities for growth in the future.  

151. The Registration Statement also disclosed that: “We continue to invest in and 

grow our current games by adapting and developing our monetization and marketing engines 
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to improve player engagement, increase paying player conversion and drive per-player 

monetization.” 

152. The Registration Statement explained that the Company approached “marketing 

opportunities by splitting [its] efforts into three main pillars: sources, creatives and targeting.” 

The Registration Statement stated, in pertinent part, as follows: 

Marketing and User Acquisition 

We approach our marketing opportunities by splitting our efforts 
into three main pillars: sources, creatives and targeting. 

 Sources—We strive to find the most relevant and 
productive marketing channels in the industry based on 
different types of marketing strategies and engage with 
those channels so we have the knowledge to adopt best 
practices. We allocate our marketing budget across a variety 
of sources, such as native ads, search engines, reward 
videos, in-game banners, real-time bidding platforms and 
content-based ads. We monitor the results of these different 
sources and adjust our marketing spend to support 
effective sources and reduce exposure to less successful 
sources. We do not rely on a single source, and we 
maximize our reach through this practice.  

153. Likewise, the Registration Statement disclosed that the Company’s “marketing 

efforts are focused on converting non-paying players to paying players.” The Registration 

Statement stated, in pertinent part, as follows: 

Our marketing efforts are focused on converting non-paying 
players to paying players. We strive to optimize our user 
acquisition budget to obtain high LTV players and first-time 
payers. We create campaigns based on our extensive analytic data 
that suggests what makes a high LTV player, and our campaigns 
search for players with similar behavior and characteristics. 

* * * 

We also manually fine tune the algorithms with the aim of 
maximizing the return for every marketing dollar spent. We 
engage in these practices with a view to presenting the right ad to 
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the right user at the right time, and thereby optimizing our 
marketing spend.  

We continuously improve our prediction models, and we 
continually monitor our results and return on investment. We also 
compare our paid marketing results to our organic installs, or 
installs where a player downloads one of our games unprompted by 
our marketing efforts, in an effort to meet our goals, budget 
efficiently and maximize return. Our practices target providing an 
obtainable goal of profitability for new games within six months 
of commercial release. 

154. The statements in ¶¶149-53 were each false and misleading statements of material 

fact when made because they failed to disclose and misrepresented the following material adverse 

facts, material adverse trends, material uncertainties, or significant risks that existed at the time of 

the IPO: 

(a) Leading up to the IPO, as related by the Former Employee, the Company 

was not using “data” to “drive” marketing decision making as described in the Registration 

Statement but had an undisclosed, overarching initiative to cut marketing expenses to make 

EBITDA more attractive to potential investors; and  

(b) As the Registration Statement admits, marketing spend is critical to 

attracting and retaining users and generating profit, thus, SciPlay’s undisclosed marketing 

practices negatively impacted those results.  

F. Events Following the IPO 

155. Soon after the IPO, cracks in the story the Registration Statement glowingly told 

began to appear. 

156. These initial issues were summarized in a July 18, 2019 analyst report by J.P. 

Morgan which reported that SciPlay “shares have seen recent weakness due to negative estimate 

revisions by some sell-side analyst partially based on third party data.” This third-party data was 
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reported to show “a slowdown” in the Company’s games being downloaded. J.P. Morgan further 

reported that the stock’s decline of 16% in the last week was in reaction to this data. 

157. On August 1, 2019, the Company published an earnings release for its second 

quarter ended June 30, 2019 and reported disappointing growth in revenue and active users. 

During the related earning call, Defendants Wilson and Cody reported that Company experienced 

a “defective software issue” “early” in the second quarter, which had slowed revenue. Defendant 

Wilson further explained that these software disruptions were “caused by the third-party software, 

which caused the device itself to become sluggish during game play” and as a result there was a 

“decrease in DAU.” According to Defendant Cody, “[e]ach game was impacted differently.” 

158. Analysts on the call were concerned about this defective software. The first 

question asked was about the impact of the defective software on revenue and EBITDA. 

Defendant Wilson agreed with an analyst from Deutsche Bank that a “couple of million dollar 

impact on revenue and EBITDA in the quarter” was a “very fair range” to assume. Later on the 

call, Defendant Cody explained that regarding revenue, SciPlay “kind of slowed down a little 

because of [the] technical issue, and so maybe [SciPlay was] a little bit behind in [its] plan from 

that perspective.” 

159. Defendant Wilson also told investors during the call that MAU was also down 

because the Company had pulled back on marketing spend. 

160. In a final moment of retrospection, Defendant Wilson admitted that during “the 

[IPO] road show [we] did take our eye of the ball for a few minutes,” but they would “get back to 

work and actually start focusing on the business again.” 

161. In the Company’s 10-Q for the quarterly period ended June 30, 2019, SciPlay 

revealed that “[a]verage MAU decreased and average DAU stayed relatively flat for the three 
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months ended June 30, 2019 primarily due to a technical issue with a third party provider that was 

mitigated in June 2019.” 

162. During an earnings call for Scientific Games’ second quarter of 2019, held the 

same day, Defendant Cottle, the Chief Executive Officer of Scientific Games, stated that 

SciPlay’s growth “was basically somewhat dampened by a couple of months of a technology 

issue[.]” 

163. After these reports, analysts were concerned about the previously undisclosed 

third-party software disruption. Writing on August 1, 2019, analysts at RBC Capital Markets 

remarked that the Company’s revenue came in $2 million below its estimates “primarily due” to 

the third-party software disruption and reminded investors that the Company’s stock had “traded 

off 16% since July 15th and 32% since May 31st.”  

164. Macquarie Research reported on the same day that the revenue miss due to third-

party software disruptions “significantly lower[ed]” its “confidence in projected numbers.” They 

also labeled as “key points” the facts that (1) MAU declined 3.6% quarter over quarter due to the 

third-party software problem that “persisted during April and May” 2019, and (2) revenue was 

impacted by the third-party software problem and declined 0.3% quarter over quarter (1.4% 

below their expectations). 

165. On November 7, 2019, the Company published its results for its third quarter 

ended September 30, 2019 which showed that users were struggling to transition to Google’s new 

technology. In particular, the Company reported that MAU declined from 8.4 million in the three 

months ended September 30, 2018 to 7.8 million in the three months ended September 30, 2019. 

166. During the related earnings call on November 11, 2019, SciPlay discussed that it 

had lost active users after Google disabled Flash from its Chrome web browser by default: 
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Michael Fawzy Malouf – Craig-Hallum Capital Group LLC: 
“[C]an you give us some color on the impact to your desktop 
business with regards to the change in Chrome and its use of Flash? 

Defendant Wilson: Yes. So I’ll do my best here. Yes. As we know, 
Google deprecated Flash from the Chrome browser. And Chrome 
is, give or take, 65% to 70% of the browser usage today. This did 
cause us to change the technology over. We did sustain a DAU loss 
from our web product for the users who could not move over to the 
new technology. We do believe it’s stable now, and we are no 
longer seeing loss from it. So we hope that we will be able to 
maintain the current players going forward. 

167. Mr. Malouf asked if the Defendants on the call had any idea what impact this 

technology change might have had on the company. Defendant Cody responded that the 

Company had reported “web revenue declining from 22.5 [million] last year down to 18.7 

[million] this year” and that the issue with Chrome “would be implicit in those numbers.” 

168. Later on the call, an analyst asked why payer conversion had dropped off in the 

quarter. Defendant Wilson revealed that the drop was “a mixture also of the web issue—or the 

web change that was made. As we all know, the web users, even though it wasn’t a growing 

population, they were very valuable users. So part of . . . the payer conversion rate was brought 

out from there.” 

169. After the call, analysts at Wedbush noted that SciPlay’s metrics showed that it was 

stalling rather than growing. The number of DAUs was 2.7 million, compared with analysts’ 

estimate of 2.8 million, 2.7 million the prior quarter, and 2.7 million the prior year. ARPDAU was 

$0.47, compared to analysts’ estimate of $0.48, $0.48 the prior quarter, and $0.43 the prior year. 

Wedbush also made note that desktop usage was “negatively impacted during the quarter by the 

deprecation of Adobe’s Flash player in Google’s Chrome browser.” 

170. As of the filing of the initial complaint in this action, SciPlay common stock traded 

at $9.61 per share, 60% less than the $16.00 IPO share price. 
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V. CLASS ACTION ALLEGATIONS 

171. Plaintiff brings this action as a class action pursuant to Article 9 of the New York 

Civil Practice Laws and Rules on behalf of a class consisting of all persons or entities who 

purchased or otherwise acquired SciPlay publicly traded Class A common stock pursuant and/or 

traceable to the Registration Statement for SciPlay’s IPO of 22,720,000 shares, and who were 

damaged thereby (the “Class”). Excluded from the Class: the Defendants and the Individual 

Defendants’ immediate family members; the officers, directors, and affiliates of SciPlay and the 

Underwriter Defendants at all relevant times, including SciPlay’s employee retirement and/or 

benefits plan(s) and their participants and/or beneficiaries to the extent they purchased or acquired 

SciPlay Class A common stock through any such plan(s); any entity in which a Defendant has or 

had a controlling interest; and the legal representatives, heirs, successors, or assigns of any such 

excluded person or entity. 

172. The members of the Class are so numerous that joinder of all members is 

impracticable. While the exact number of Class members is unknown to Plaintiff at this time and 

can only be ascertained through appropriate discovery, Plaintiff believes that there are hundreds 

or thousands of members in the proposed Class. Record owners and other members of the Class 

may be identified from records maintained by SciPlay or its transfer agent, and may be notified of 

the pendency of this action by mail, using the form of notice similar to that customarily used in 

securities class actions. 

173. Plaintiff’s claims are typical of the claims of the members of the Class, as all 

members of the Class are similarly affected by Defendants’ wrongful conduct in violation of 

federal law that is complained of herein. 

174. Plaintiff will fairly and adequately protect the interests of the members of the Class 

and has retained counsel competent and experienced in class and securities litigation. 
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175. Common questions of law and fact exist as to all members of the Class and 

predominate over any questions solely affecting individual members of the Class. Among the 

questions of law and fact common to the Class are: 

(a) whether Defendants violated the Securities Act; 

(b) whether the Registration Statement was negligently prepared and contained 

inaccurate statements of material fact and/or omitted material information required to be stated 

therein; and 

(c) to what extent the members of the Class have sustained damages and the 

proper measure of damages. 

176. A class action is superior to all other available methods for the fair and efficient 

adjudication of this controversy since joinder of all members is impracticable. Furthermore, as the 

damages suffered by individual Class members may be relatively small, the expense and burden 

of individual litigation make it impossible for members of the Class to individually redress the 

wrongs done to them. There will be no difficulty in the management of this action as a class 

action. 

VI. CAUSES OF ACTION 

COUNT I 
For Violation of Section 11 of the Securities Act 

Against SciPlay, the Individual Defendants, and the Underwriter Defendants 

177. Plaintiff repeats and realleges each and every allegation above as if fully set forth 

herein. 

178. This cause of action is brought pursuant to Section 11 of the Securities Act, 15 

U.S.C. § 77k, on behalf of the Class, against Defendant SciPlay, each of the Individual 

Defendants, and each of the Underwriter Defendants. 
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179. This cause of action does not sound in fraud. Plaintiff does not claim that any of 

the Defendants committed intentional or reckless misconduct or that any of the Defendants acted 

with scienter or fraudulent intent. This claim is based solely on negligence and/or strict liability. 

Plaintiff expressly disclaims any allegations of scienter or fraudulent intent in these non-fraud 

claims except that any challenged statements of opinion or belief made in connection with the 

IPO are alleged to have been materially misstated statements of opinion or belief when made. 

180. The Registration Statement issued in connection with the IPO was inaccurate and 

misleading, contained untrue statements of material facts, omitted material facts necessary to 

make the statements made not misleading, and omitted material facts required to be stated therein. 

Defendants are strictly liable to Plaintiff and the Class for the misstatements and omissions. 

181. SciPlay is the registrant for the IPO. As such, SciPlay is strictly liable for the 

materially inaccurate statements contained in the Registration Statement and the failure of the 

Registration Statement to be complete and accurate. By virtue of the Registration Statement 

containing material misrepresentations and omissions of material fact necessary to make the 

statements therein not false and misleading, SciPlay is liable under Section 11 of the Securities 

Act to Plaintiff and the Class. 

182. None of the Defendants named herein made a reasonable investigation or 

possessed reasonable grounds for the belief that the statements contained in the Registration 

Statement were true and without omission of any material facts and were not misleading. 

183. The Individual Defendants each signed the Registration Statement and caused its 

issuance. The Individual Defendants each had a duty to make a reasonable and diligent 

investigation of the truthfulness and accuracy of the statements contained in the Registration 

Statement. They each had a duty to ensure that such statements were true and accurate and that 

INDEX NO. 655984/2019

NYSCEF DOC. NO. 6 RECEIVED NYSCEF: 11/18/2019

57 of 61

FILED: NEW YORK COUNTY CLERK 12/23/2019 11:57 PM INDEX NO. 655984/2019

NYSCEF DOC. NO. 23 RECEIVED NYSCEF: 12/23/2019



 - 55 - 

there were no omissions of material fact that would make the statements misleading. By virtue of 

each of the Individual Defendants’ failure to exercise reasonable care, the Registration Statement 

contained misrepresentations of material facts and omissions of material facts necessary to make 

the statements therein not misleading. As such, each of the Individual Defendants is liable under 

Section 11 of the Securities Act to Plaintiff and the Class. 

184. Each of the Underwriter Defendants, as an underwriter of the securities offered in 

the IPO pursuant to the Registration Statement, had a duty to make a reasonable and diligent 

investigation of the truthfulness and accuracy of the statements contained in the Registration 

Statement. They each had a duty to ensure that such statements were true and accurate and that 

there were no omissions of material fact that would make the statements misleading. By virtue of 

each of the Underwriter Defendants’ failure to exercise reasonable care, the Registration 

Statement contained misrepresentations of material facts and omissions of material facts 

necessary to make the statements therein not misleading. As such, each of the Underwriter 

Defendants is liable under Section 11 of the Securities Act to Plaintiff and the Class. 

185. None of the untrue statements or omissions of material fact in the Registration 

Statement alleged herein was a forward-looking statement. Rather, each such statement concerned 

existing facts. Moreover, the Registration Statement did not properly identify any of the untrue 

statements as forward-looking statements and did not disclose information that undermined the 

putative validity of those statements. 

186. By reason of the conduct herein alleged, each Defendant violated, and/or 

controlled a person who violated, Section 11 of the Securities Act. 
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187. Plaintiff and the Class have sustained damages. The value of SciPlay Class A 

common stock has declined substantially subsequent to and due to violations by Defendants 

named in this Count. 

188. At the time of their purchases of SciPlay stock, Plaintiff and other members of the 

Class were without knowledge of the facts concerning the wrongful conduct alleged herein and 

could not have reasonably discovered those facts prior to the disclosures herein. Less than one 

year has elapsed from the time that Plaintiff discovered or reasonably could have discovered the 

facts upon which this complaint is based to the time that Plaintiff commenced this action. Less 

than three years has elapsed between the time that the securities upon which this cause of action is 

brought were offered to the public and the time Plaintiff commenced this action. 

COUNT II 
For Violation of Section 15 of the Securities Act 

Against the Individual Defendants 

189. Plaintiff repeats and realleges each and every allegation above as if fully set forth 

herein. 

190. This cause of action is brought pursuant to Section 15 of the Securities Act, 15 

U.S.C. § 77o, against the Individual Defendants. 

191. This cause of action does not sound in fraud. Plaintiff does not allege that any of 

the Defendants committed intentional or reckless misconduct or that any of the Defendants acted 

with scienter or fraudulent intent, which are not elements of a Section 15 claim. This claim is 

based solely on negligence and/or strict liability. Plaintiff expressly disclaims any allegations of 

scienter or fraudulent intent in these non-fraud claims except that any challenged statements of 

opinion or belief made in connection with the IPO are alleged to have been materially misstated 

statements of opinion or belief when made. 
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192. The Individual Defendants were each control persons of SciPlay by virtue of their 

positions as directors and/or senior officers of SciPlay. The Individual Defendants each had a 

series of direct and indirect business and personal relationships with other directors and officers 

and major shareholders of SciPlay. 

193. Each of the Individual Defendants participated in the preparation and 

dissemination of the Registration Statement, and otherwise participated in the process necessary 

to conduct the IPO. Because of their positions of control and authority as senior officers and/or 

directors each of the Individual Defendants were able to, and did, control the contents of the 

Registration Statement, which contained materially untrue information and/or omitted material 

information required to be disclosed to prevent the statements made therein from being 

misleading. 

194. The Individual Defendants were culpable participants in the violations of Section 

11 of the Securities Act alleged in the first cause of action above, based on their having signed or 

authorized the signing of the Registration Statement and having otherwise participated in the 

process which allowed the IPO to be successfully completed.  

195. As control persons of SciPlay, each of the Individual Defendants are liable jointly 

and severally with and to the same extent as SciPlay for its violation of Section 11 of the 

Securities Act. 

VII. PRAYER FOR RELIEF 

WHEREFORE, Plaintiff prays for relief and judgment as follows: 

A. Determining that this action is a proper class action, certifying Plaintiff as a Class 

Representative, and appointing Plaintiff’s counsel as Class Counsel; 
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B. Awarding compensatory damages of at least $146 million in favor of Plaintiff and

other Class members against all Defendants for all damages sustained as a result of
Defendants'

wrongdoing, jointly and severally, in an amount to be proven at trial, including interest thereon;

C. Awarding Plaintiff and the Class their reasonable costs and expenses incurred in

this action, including
attorneys'

fees,
accountants'

fees, and expert fees, and other costs and

disbursements; and

D. Awarding Plaintiff and the Class such other relief including equitable and/or

injunctive relief as the Court may deem just and proper.

VHI. JURY DEMAND

Plaintiff demands trial by jury.

DATED: November 18, 2019 Respectfully submitted,

LAB ON SUCHAROW LLP
Jonathan Gardner

Alfred L. Fatale III

Anna Menkova

140 Broadway
New York, New York 10017-5563

Telephone: (212) 907-0700

Facsimile: (212) 818-0477

jgardner@labaton.com

afatale@labaton.com

amenkova@1abaton.com

Attorneys for Plaintiff
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