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First-ever Central System product ostendiocbbd R
in the Public Gaming market J
to receive G2S Certification

N he first-ever Central System
ing market to receive G2S'Certification from GSA:

WHAT DOES THIS MEAN FOR OUR CUSTOMERS? It means that when INTELLIGEN is deployed in your ma
you can expect quicker turnaround times for interoperability qualification festing between our system and all suppli
G2S-compliant gaming machines. Our central system has been proven to communicate in a multi-vendor environment
using G25 as it was envisioned by the GSA. WHEN IT COMES TO G2S, WE DON'T JUST SPEAK IT, WE DO IT.

£520 in € sPELD

WWW.SPIELO.COM — _ International”

FOR MORE INFORMATION
Call 1.800.561.GAME (4263) or 506.878.6000 Email us at lottery.gaming@spielo.com
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Subscribe to our new Daily

News Digest. Industry news gets
reported here as soon as it hits the
wires. Gathered from hundreds of
publications, government agencies,
|otteries, commercial firms, and
news wires from all around the
world, www.PublicGaming.com

is the most comprehensive news
and information resource in aur
industry. PGRI's Morning Report
is our weekly electronic newsletter,
providing you with a synopsis of
the previous week's industry news

PGR Institute is much more than a
news agarepater. We follow-up on
the news to deliver the perspective
and genuine insight you need fo
understand the gaming industry and
how it is likely to evolve. Any ques-
tions or comments, e-mail Paul

Jason at pjason@PublicGaming.
com or call U.S. + 425.449.3000.

Thank you!
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Jim Breslo
Chief Executive Officer, Diamond Game

Trying To See The Trees In A Foresi of

Market Research

By Gerard Caro, Senior Director of Marketing Insights,
GTECH & Gordon Medenica, Consultant to GTECH

Who Will Regulate I-Gaming in the U.5.,

State Gaming Commissions or State Lotteries?
By Mark Hichar and Jacquelyn Mancini, Hincklay,
Allen and Snyder, LLP

The new FATF recommendations on combating
Money Laundering in the Gambling sector; the
need for Lotteries to take the lead in the debate.
By Philippe Viaemminck, Pariner Alius Law fiom, Chair
of EU, Lotieries, Gambling & Sport iaw team and Beata
Guzik Project Coordinatos of EU, Loberies, Gambling,
sport practice, and social gaming, Alius

Robert Hazen
Exacudive Vice President, Hazen Paper Company

Expanding retailers and POS's:

Look o the e-Retailer

By Brian Roberts, President, North America,
Jumba Inferactive

Profiles of the Drivers of Innovation and
Progress In the Lottery Industry

Smart-Tech 2013: Conference Program

On Building a Global Inter-Lottery Dialogue:
European Lotery Association Congress in Tel Aviv

www.publicgaming.com Visit our website to get the latest breaking lottery news. And
sign up to receive PGRI's weekly Morning Report.
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The themes addressed in the
interviews and articles of this is-
sue reflect the current concerns of
industry leaders, and are also the
focus of our April “Smart-Tech™
conference in New York City, The
program for that event is on pages
6l and 61. The profiles of our commercial partners who enable
Smart-Tech to happen are on pages 54 1w 57,

A theme of Smart-Tech, and this issue, and one that PGRI is
continually advocating for is how 1o nurture more intensive collab-
oration; between lotieries, between lotteries and their commercial
partners, between commercial parners themselves, and between
lotteries, vendors, and the political constituents that influence regu-
Jatory policy, For so many obvious reasons, we need to work hard-
er 1o forge a truly united front, to harness and extend the impact of
our resources by working together, and to work together to engage
the support of all lotery stakeholders. We can see the results in the
progress made by LLS. lotteries over the past few vears. It seems
that with each new success (“"Cross-sell”, 52 Powerball, Eurolack-
pot, the shor-term shelving of the effort o federalize i-gaming
regulation in the L5, the incredibly productive dialogue between
the European Lotteries and the European Union commissioners re-
spomsible for EU regulatory policy, and so many more examples
oo numercus to mention), the ability of lotteries and their com-
mercial partners to power through obstacles and forge collaborative
initiatives improves, Of course there have been unanticipated chal-
lenges to overcome as a result of these major changes. Hopetully

GTECH WRKS FOR ME

"One reason why my lottery sales have grown is because | treat my

customers like they are special. But just as important is the fact that
GTECH, working with the lottery, treats me like I'm important too;
they are always there for me, When | let Denise in GTECH product

marketing know my scanner wasn't working well, right away

From the Publisher

By Paul Jason, Publisher, Public Gaming International Magazine

nobody expected the path 1o success 10 be seamless, Inctionless,
problem-free process. Unanticipated obstacles are simply nature’s
way of providing the feedback we need to continually fine-tune our
methods,  In point of fact, pre-planning and research can mitigate,
but never eliminate, this element of uncertainty.

Mobody has a crystal clear looking-glass into the future. But we
do have lotieries operating in a most diverse set of circumstances
and in a wide variety of different evolutionary stages. This pro-
vides a rich resource which can give us many answers, or at least
insight into, the questions we have about the future. Like, what
happens to the sales of land-based retailers when lotteries start to
sell traditional products over the Inmtemet?  Like, what happens to
government lotieries when commercial operators are given license
to operate internet gaming? There are countless issues that may
seem to be contingent on future events that can neither be predicied
nor controlled.  But the ability o see how those issues have playved
out in other markets and for other lottery operators can help us to
understand and prepare for this future,

Thank you to all of owr editorial contritntors and inrerviewees!
Your willingness to share your insights and experience helps all of
us 0 understand this industry and hopefully apply that 1w improv-
ing the performance of our businesses.

Mark your calendars to attend PGRI's next conference: Lottery
Expo in Miami on November 4 to 7. For conference updates,
please follow our news website, www PublicGaming.com, and our
conference website, www PubicGaming.org. Thank you for your
support. Twelcome your feedback, comments, or criticisms. Please
feel free to e-mail me at pjason @ publicgaming.com. #

GTECH® is an advocate of socially respansible garming. Cur business solutkns empower Cestomerns 1o develop pararmeters
and practices, appropriate to their needs, that become the foundation of their respansible gaming programs

RECIPIENTS OF THE

LOTTERY INDUSTRY

Lifetime Achievement Award
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Jimmy O’Brien

Vice President,
Strategic Marketing, Scientific Games
Former Director of Marketing,
Massachusetts State Lottery

Jimmy O°'Brien was once referred to as “one of
the most valuable public servants in LS. history™ in
a Washington Post article because his breakthrough
methodologies were largely responsible for gener-
ating billions of dollars for lottery beneficiaries and

helping build the instant game business (o the over 532 billion business it 15 in
the LS. today. A 33-year veteran of the lottery industry in the areas of marketing,
research and product development, O'Brien has created custom product market-
ing and game plans for the Company’s lottery customers, many of which are
the world's top-performing lotteries for instant game per capita sales — including
Massachusetts Lottery (#1), Georgia Lottery (#2) and Dtaly’s Gratta e Vinci (#3).

As the former Director of Marketing for the Massachusens State Lottery Com-
mission, which has perennially ranked number one in the LS, for per capita lot-
tery sales, O'Brien revolutionized the instant scratch game business for lotteries
around the globe in the 1980s, During his 21-year tenure with the Massachusetts
Laottery, his mathematical formulas and marketing strategies were credited with
growing the MA Lottery's instant scratch game sales from 354 million per year to
$34 million per week by 2001. As a resulr, (" Brien's approach to instant games
has been implemented at lotteries across the globe and generated billions of dol-
lars to state and local governments. In 1990, O'Brien was the very first recipient
of the annual Edward J, Powers Award from the National Association of State
and Provincial Lotteries (NASPL) for excellence in sales and development: he re-
ceived the award again in 1993, A native of Massachusetts, Jimmy O Brien holds
a Master of Business Administration from Northeastern University and Bachelor
of Arts in Economics from College of the Holy Cross. #

a technician installed a new one. They always make me aware of new
technology, and ask for my opinion on how their ideas will work with

customers. That kind of hands-on support from GTECH has helped me

grow my lottery sales and keep mycustomers happy.”

Karan Pathania, Convenience Plus, Rhode Island Lottery Retailer

For more about this story'and others like it, visit us at gtech.com.

D Buddy Roogow

Executive Director,
D.C. Lottery and Charitable
Games Control Board

2013 President of the

Morth American Association
of State and Provincial
Lotteries (NASPL)

Buddy Roogow was named the
D.C. Lottery Executive Director in
December 2009, bringing more than 13 vears of lotiery experi-
ence to the D.C. Lottery. Roogow started in the lottery indus-
try when he was named Maryland Lottery Director in October
1996, Under his leadership, Maryland enjoved 12 consecutive
years of record-breaking sales. With Roogow leading the D.C.
Lottery team now, his vision and expertise will be the driving
force behind new growth and innovation.

Before joining the lottery industry ranks, Roogow was
appointed in 1991 by Maryland Governor William Donald
Schaefer to Director of Operations Tor the Governor’s Office.
Subseguently, Governor Parris N. Glendening appointed him
to the position of Deputy Chiefl of Staff in 1995, Immediately
preceding his career in Maryland state government, Roogow
served as Chief Administrative Officer of the Howard County
Government from 1988 o 1991, He began his career in the
197('s as an Urban Planning Consultant with a private firm.
Roogow received a Bachelor’s degree (rom the University of
Maryland and was awarded a Master of Arts degree from the
University of Maryland. #

R GTECH’

Architects of Gaming
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Rebecca Hargrove

President and Chief Executive Officer,
Tennessee Education Lottery Corporation;
Senior Vice President of the

World Lottery Association (WLA)

PGRI Introduction: There are lots of different ways to measure performance.
For instance, PGRI has an award called the “Sharp Award for Good causes”
which recognizes the Iottery that produces the biggest year-overyear in-
crease in funding to Good Causes, And of course, there are other wonderful
awards that recognize excellence. But for perfectly sound reasons, awards
like this are typically based on performance as measured in the previous
year. With all of our focus on “Sustainability”, it occurred to me that perhaps
we should assess performance in a longer-term context. How can we posi-
tion our businesses for ongoing improvement, year-after-year-after-year? |
thought | would start with a basic inguiry into longer term measures of Com-
pound Annual Growth Rate (CAGR), looking at how lotteries performed over
a four or five or six year period. In researching this (with help from friends on
the commercial community), | discovered that the Tennessee Lottery had
the highest CAGR over the past six years. That should not have come as
a surprise, since the TN Lottery is led by the CEO with the longest tenure
of any U.S. lottery director, has started more lotteries than anyone in the
modern history of the industry (three: Florida, Georgia, and Tennessae), and
launched the Tennessee Lottery in January of 2004, Thankfully, she is also is
a key player in almost all the efforts of U.S. lotteries around the world to work
together for the good of the entire industry and the Good Causes it supports.
Inter-lottery cooperation, continual learming, and mutual support based on
personal relationships thus became the central theme of our discussion.

Paul Jason, Public Gaming: [ was pleased years, and consistent execution of business basics

I are really the foundation for sustainable growth,
We're fortunate here in that we operate as a corpo-
ration, and we take advantage of the flexibility that
affords our operations, Big jackpots that drive sales
are always welcome, of course, but we can't and
don’t depend on that 1o deliver the resulis we nead
on a quarterly, and vear-in-year-out basis.

Rebecca Hargrove: Thank you, Paul; and
yes, i's true that over the last six vears the Ten-
nessee Lottery has had the highest compound an- I
nual growth rate of all U.S. Lotteries, It's a record ; i

we're naturally quite proud of. As to our approach, tiiisry it peveises ouexide of the sitite of-1

il 1 had 1o choose, 1 would opt for “practicality.” essee, Thar passion for learnine and being omp m":ny
Understanding the marketplace, planning ahead, e feax must have served vou well over ol ®
thinking carefully about how the actions and strat- v years of vour e dmalvement with i

egies of today will set you up for success in future Wemndel Lestrery Assoviation (WIEA TEN N ESS E E
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R. Hargrove: Sustainability requires con-
tinual improvement, and continual improve-
meent is all about continual leaming, In my ex-
perience, leaming is greatly enhanced through
relationships and drawing upon the experience
and nsights of others. If" we ever get o the
point where we think we can’t learn any more,
we won't, That's true for personal growth and
i's especially true as it applies to business and
leadership skills. Without an open mind to new
ideas and insights that come from all variet-
ies of sources, we won't leam, we won't grow,
and we won't get better. That's certainly the
case with the lottery, where there is no MBA
program that prepares us for leadership in this
industry, And that is the organizing principle
of our “Emerging Leaders Program.”

This industry, like all $100 billion dollar
industries, is global. A host of educational
programs and conferences have supported
the goal of bringing WLA members together
for the purpose of learning from others’ ex-
periences, exploring best practices, and im-
proving our own individual operations as a
result. The regional associations like NASPL
also have excellent professional develop-
ment programs. The curmiculum is designed
by lottery industry executives, and the rela-
tiomships we build through these events be-
come the basis of life-long friendships and a
valuable ongoing leaming resource,

The WEA cermtfication progvams have b

cemmie recodnizedd oy wordd-elass

R. Hargrove: | would encourage all lot-
teries o get on these tracks that provide a
structured roadmap for continual improve-
ment and recognized certification for having
miet the highest standards of performance.
The WLA cenification programs apply 1o
Security and Responsible Gaming and will
become increasingly relevant o the pub-
lic policy makers who are deciding how 10
re-shape this industry, The primary henefit,
however, is that the focused process of be-
coming cerified makes us a better operator.

Lrittiiine shioe oo fncre o Hie At co
Cerns. il il wincts, AT hex 1o th
miarket-place, and business meodels. And they
III|-|.I.|I CORN e Wi ol ! EHAET IR WV .'.'Il i

el peevent these froem slaering and help-
g each other

R. Hargrove: | start with the premise that
I can leamn from everyone, every personal in-
teraction and every business case-study. We
all think of our markets and business chal-
lenges as being unique. Of course, they are
to some extent. But there is much to leam
from one another, sometimes precisely be-
canse of the combination of differences and
similarities. For instance, | was fascinated

Public Gaming International * March/April 2013

by the presemtations from Latin American
lottery operators at PGRI's last conference
in Miami, These emerging markets do not
have as robust a network of land-based retail
stores and communications infrastructure as
do the more mature markets like the US.,
Canada, Australia, and Europe, So we tend
tor assume that they have more to leamn from
us than vice-versa. But turns out that Latin
America has a higher penetration of mobile
phones than does the U.S. and thus lotteries
there are moving quickly into mobile gam-
ing, a space where most U5, lotteries have
little presence. Which shows, 1 think, that dif-
terent operators are evolving in ways that can
produce learning opportunities in unexpected
wiays and from unexpected sources. Insofar
as we want to understand the opporunities of
Mobile gaming, and the ways obstacles are
overcome, perhaps we need 0 look 1o our
neighbors to the south for guidance, Certain-
ly in the LI.5. we need a better understanding
of how o integrate new channels into exist-
ing distributional infrastructures and how 1o
assist our channel partners in adapting to that
change. Those lessons will best be leamed
when we look outside the LS. experience.

Like [ rvine o arnenedir, Avesereefi

R. Hargrove: In some cases, ves. They
have been offering lottery products over the
Intemet for many years. They do it success-
fully, their retailers adapted to the change, and
the record shows that retail sales continued to
erow right alongside the Internet sales. The re-
cord also indicates that growth in the Internet
channel is very slow, that consumers do mot
migrate in large numbers to the Internet, and
the Internet ends up creating new retail cus-
tomers, nol cannibalizing existing ones. The
point, though, is that we often have o look
outside of our own lottery for insights into the
way this industry and market-place operates,
We need to look outside our own country for
real-world evidence as to how new consumer
and technological trends are evolving. Regu-
latory structures, gaming cultures, and lottery
history vary from state to state and country to
country and that is precisely what makes it so
useful as a looking glass into how changes in
ome area affect another area. The retailer com-
munity is concerned about the impact of i-
lodtery on their business. Fair enough. So let's
look at what happened in those junsdictions
where i-lottery has been offered for years.

| think each lottery and each pant of the
world has developed different core competen-
cies, different areas of expertise, Those lotter-
ies that have less technical expertise may need
to acguine a better ability 1o execute on some
of the sales and merchandising basics, and
also develop games that connect with the cul-

¢

tural heartbeat of the consumer, Maybe those
lotteries with more technological expertise
could learn something from them—like how
to execute better in the field and how to tap
into cultural resonators, One thing for sure is
that, as business leaders, we can’t wait for the
next technological advancement or regulatory
change to drive growth. We must continually
study lotieries from all around the world in
search of answers that will help us to use the
resopurces we have today, w0 work within the
set of opporunities and constrainis as they ex-
ist today, in order to achieve our full potential,
They may come in the form of small nuggets
of insight, But we need all the insight we can
get. And if we are persistent leamers, there will
be plenty of ideas that will come together to
enable us to accomplish our goals to grow and
deliver more funding for Good Causes.

Another example of leaming from evenls
and circumstances from all across the globe:
I just noticed an article in PGRI's Moming
Report about a report commissioned by the
Australian government that explains how and
why the i-gaming industry should be regu-
lated instead of prohibited. The repont found
it was less about channeling economic ben-
efits to Good Causes as it was about protect-
ing the consumer from potential harm from
unlicensed and unregulated illegal operators,
Great insight. We need 1o look 10 Australia to
find clues as to how we should frame these is-
sues for our ULS. political constituents,

Fhe first industey conference | oantended
vyt 2006 1 mie
tir Lothar e
e was the furst to tsplement e moders (o
pare when fve was the manaeer of e hig
west fottery in Germany (From P985 1o JO8K)
Ve thaar mary veers oger he helped von cre
dte g game that solved a Prrssing el Mmee
fer veann af Bhe fume

R. Hargrove: It was also at the first in-
ternational lottery conference that 1 ever
atended that 1 met Lothar Lammers, That
was in Melbourne, Australia in 1988. 1 was
the Secretary of the Florida Lottery at the
time, Florida just had the largest jackpot in
the world up to that time. Tt was over $100
million, and that was back in 1988, The state
legislature thought the jackpot was too big
for any one person to win and was intending
to cap jackpots thereafter. 1 knew that cap-
ping jackpots was the last thing we wanted
to dio, but 1 wasn't sure how best to fight it.

S0 1 sat and talked with Lothar Lammers
who helped me map out a strategy. He and |
designed for Florida the first five-digit cash-
only lotto game in the US. It was called
“Fantasy 3" This game would have several
million-dollar prizes. The legislature was con-
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vinced that players preferred to have multiple
million dollar winners as opposed to a single
large jackpot. So 1 suggested that we let the
players choose, which was an agreeable solu-
tion 1o our legislature, So we were allowed o
continue with a choice of jackpot games, the
success of which would be determined by the
markel - consumer choice — without the impo-
sition of external, artificial controls,

Liestherr dlied new Ereent mupeesh cobhowet thee Flori-

cler Laoprery, gorpd o el mreat Knenw el afwoned
eteries, In gpite of that, the so

o Jackpots from being

|..'I| & L@l TN

futiewt for Leey

Carpppedl Corrte Ol Oof Ml COrversainom

R. Hargrove: Lothar Lammers was one
of the undisputed geniuses in our industry.
The lottery industry has attracted an incred-
ible wealth of talented and intelligent busi-
ness leaders and visionaries, And | treasure
the opportunity to learn from each of them, to
leamn about their businesses, and the ways they
solve problems and create new opportunitics.
1 make it a point (o get 1o know the industry
leaders personally. | believe that it is just this
kind of interaction, re-enacted by thousands of
industry leaders over the years, that has been a
major driver of success for our entire industry.
It has certainly helped me.

Wil

Vo faetimy (WELA), yeni dave th LA

Nowe o Sendor Vice Prevident of th
Lantery
T AT
1MeLiesHy

e iz
POrTiERery oy dicilopue @ven more Wikl

leaders from arotind the world

R. Hargrove: Serving the WLA has always
been a pleasure and an honor and | would en-
courage indusiry leaders to get involved. Fun-
damentally, lotteries share many of the same
concems and methods of operation. We have
some differences, of course, but we need to
look past those 1o see how the experiences of
various lotteries can inform and enhance the
understanding of our own businesses. It may
take a little creativity to reinterpret events and
solutions from other lotteries o see how they
apply to one’s own. But the effort pays off, of-
ten from unlikely sources. There is simply no
doubt that the relationships 1 have developed
over the last 30 years in this business have
been an invaluahle resource.

oo I .
foe L oy, feas ecetledd al

e frestaniy sige of
the business, Why isn't that betnge trarsferned

bet Loy e
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R. Hargrove: Actually, I think it has been,
Lock at Italy and what GTECH and Scien-
tific Games have done for that market. And
it all started with a year of studying the ‘best
practices” from all around the world, Execu-
tives from the lalian operator, Lotlomatica,
visited with me and my counterpans in Mas-
sachusetts and La Francaise des Jeux and I'm

i rer LOerTes
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sure many others o see what works best and
why. How many games to launch, how many
price points to have, etc. Promotional and
merchandising strategies all vary from lottery
to lottery and there is not necessarily one best
solution. Based on research of operations all
around the globe, they distilled the myriad
approaches and implemented a program that
they felt would work best for their market,
It's been phenomenally successful, with the
big Italian game of Gratta ¢ Vinci now be-
ing a world-class case study. Think about
how different the Italian consumer market is
from the U.S., and about how the success of
their instant games is largely based on what
they leamed from operators in environments
vastly different from their own.

A funny example of how a phenomenon
can have its genesis in surprising ways: The
first McDonalds fast food restaurant that sold
lottery tickets was in China. Why China and
not the U.S.? Lotteries from other parts of the
world investigated, applied the knowledge 1o
their own jurisdictions, and now the selling of
lottery tickets in McDonalds is no longer con-
fined to China but takes place in many other
markets. . Still not in the U.S. The Chinese
maarket is growing faster than anywhere. China
is still in the early stages of development, and
so very different from markets in other regions
of the world, but maybe there are things that
the more mamure lotlery operations can learmn
from Chinese lotteries.

The concept of “best practices™ is not new.
Taking advaniage of the concept, however, re-
quires a creative and open mind, And it is a
team effort. For instance, [ found that the fo-
cus of LS. lotteries on technological progress
has resulted in a sophisticated infrastructure
to market and distribute the products. Much
of the leadership for that focus came from the
vendor community, which brought to us the
“best practices” as they were applied in opera-
tions all around the world,

5 feniched o 2004, 75
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R. Hargrove: You bet they did. Lottery
executives from France and Britain came o
spend a week with me in Atlanta, to leam abowt
how Mega Millions operated. At the time in
2004, 1 was CEO of the Georgia Lottery. They
then spent a week in Des Moines with Chuck
Strutt and the MUSL team to learn about how
Powerball operated. They then took the best
from both of those organizations (Mega Mil-
lions and Powerball) and added what they

¢

required to meet their needs in Europe, and
developed Euromillions, If you dig into the
way Euromillions works, you would see that it
is almost a cross-pollination of Mega Millions
and Powerball. You might say that if Mega
Millions and Powerball had a child, it would
look a lot like Euromillions.

There is a global network of relationships
that inform and guide the progress of this
industry. We want it to be more inclusive, to
engage the leadership of all the lotteres, It is
s0 valuable for the long-term growth of the
industry. And the learning curve is dynamic,
with the flow of knowledge going in all direc-
tions, For instance, Euromillions is now doing
some things that the U.S, lotteries may want
to comsider, like the “super-draw’. They take a
tiny bit of their jackpot each and every draw-
ing and then they plan four times a vear o do
a super-draw. Instead of starting at 10 million
euros or whatever, they might start this super-
draw at 100 million. These are the kinds of in-
novations we in the LS. should explore,
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R. Hargrove: We all talk not just about
the World Game per se, but about the ways
in which we can integrate it into our own
individual operations. That is a key pan of
the whole process. And yes, 1 do learn a lot
just by listening to how my intermational col-
leagues approach i, their ways of thinking
and framing the issues, their priorities and
how they overcome obstacles 1o implemen-
tation. The portfolio of games and the ways
they are marketed must all be integrated to
achieve the best results, and we are always
discussing the best ways to accomplish that
in our own businesses,

This 15 an ongoing theme for me: relation-
ships are a driving force for progress, 1.5, di-
rectors can see that in the way that they interact
with each other. Those of us who are MUSLY
Powerball lotteries tend to talk more with each
other than we do with Mega Millions state
lonery directors. And vice-versa. So our af-
filiation with organizations like the WLA and
NASPL. is vital to being a connected, leaming,
and growing enterprise,

Hiow ey [he prispress with the World

R. Hargrove: Of primary importance is
that the games have distinctly positioned value

continued on page 46




Our knowledge

Is your power

We know interactive scratch cards and lottery games

As the pioneers of interactive instant win and lottery games, NeoGames invites you fo expand
your business and enter one the fastest growing gaming segments on the web, mobile, tablet and
VLT's. Leading the global instant win games market, we provide a comprehensive lottery gaming
solution combining the widest portfolio of interactive games with a robust management platform and
operational services. NeoGames flexible platform was developed specifically for lotteries operating in
the internet world. It meets with regulatory requirements and responsible gaming standards and can
easily be integrated with your legacy lottery systems.

Neo@©ames
bringing back the fun!



http://www.neogames.com

bl Carig,

Buddy Roogow

Executive Director of the D.C. Lottery
President of the North American Association of
State & Provincial Lotteries (NASPL)

PGRI Introduction: The past decade has been one of massive change in the
casino gambling industry in the LS., transforming from a destination-resort model
(Mevada and Atlantic City being the only places where casinos operated) to one
in which casinos are within a half-hour drive of more than half of the U.S. popula-
tion. Intermet and Mobile technology is changing the cultural fabric of recreational
gaming. The next ten years wil usher in a convergence of all types of games being
made available in all varisties of land-based venues and all manner of digital media.
How will government-sponsorad gaming and Lotteries adapt to these changes?

Traditionally, the wheels of progress do not move quickly in an industry in which the
government is 8 major stakeholder, While that has held true for the lottery industry
in the U.5., it's also the case that the leadership of U.S. lotteries has taken a more
proactive stance to evolve the business model and defend its position in the mar-
ket-place. Some recent initiatives have been genuinely transformational, “Cross-
sefling” has made Powerball and Mega Millions available to consumers in all states
where lottery is sold. Doubling the price of Powerball to $2 a ticket produced a
78% increase in sales in the fourth gquarter of 2012 over the fourth quarter of 2011,
An event that may appear to be less dramatic on the face of it, but is nonetheless
groundbreaking, is the mission of eight LS, lottery directors, along with the execu-
tive director and staff of NASPL, who met with over 100 lawmakers and represen-
tative from the U.S. Congress to express their concerns about pending legislation.
Cur industry is changing, the leaders of the LS, lotteries are acting to defend the
interests of their stakeholders, and NASPL, which serves the interests of Canadian
and Mexican lottenies as well as LS. lotteries, has become a vital force in the indus-
try. It continues to be an instrumental clearing house for information that helps lotter-
ies succeed. Now that the role of NASPL is changing to become more activist and
entrepreneurial, the future for the industry and NASPL membeers looks bright indesd.

Paul Jason, Public Gaming: [t is some-
times said that “all politics, and all markets,
are focal” Does that mean since circum-

stances are different, we can nor learn from

each other, that “best practices’ is a misno-

g
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mer because what is “best” in one jurisdic-
tiewt is not going to be “hest” in another?

Buddy Roogow: The world is shrinking,
not just in a political sense, and not just be-
cause of international trade. Modern media
has practically made us all participants in
the seminal events that happen on the other
side of the globe. That has had a profound
effect on the way we all think. While we may
not have a deep understanding of all cul-
tures throughout the world, digital media has
transformed the level of awareness we have
about other cultures and how others think
and feel; what they wvalue, what interests
and excites them, and how they behave as
consumers. Perhaps without even realizing
it, our world-view has become global. This
applies also to the consumer, whose world-
view has also become global. We are ex-
posed, not just to the news and events as they
happen, but are also given insight into the
underlying feclings and circumstances that
give rise to the events. Consumers all around
the world are connected by a level of famil-
iarity and mutual understanding like never
before. So, while of course the differences
can be profound, there are many similarities.
And as familiarity with the hopes and aspira-
tions and cultures of others increases, those
similarities will increase. It's not like there
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will be a homogenized world-consumer. In
fact, understanding the consumer will be-
come more complex than ever. It's just that
the differences that define market segmenta-
tion will be less about geographical borders
and more about lifestyle and psychographic
distinctions. That's one reason why it is vital
that the way we manage our husinesses be
informed by this global perspective. Another
is that the technology, business processes,
and business model that form the foundation
of the lottery business are strikingly similar
throughout the world, Lotteries all around
the world share similar challenges and op-
portunities relating to the management of
supply chain relationships, distribution, 1T
and security, and operations in general,

Looking forward, we need to build con-
nections not only with our colleagues in other
states and provinces, but with the leadership
of this industry in other parts of the world,
NASPL has always been very effective as
an information clearinghouse, a facilitator
of idea-sharing and provider of educational
seminars that empower our leaders and futre
leaders. NASPL will not only continue ils
service of education and information-sharing
but will also prioritize the role of education
where it has made significant progress in re-
cent years. Look at the NASPL Lottery Lead-
ership Institute and the Professional Devel-
opment Seminar (July 29-31 in San Diego.
Visit www.NASPL.org 1o see the calendar
of events), These have become world-class
educational forums. And there are numerous
educational seminars that focus on specific
operational issues like security, IT, market-
ing, etc. We have all come 1o appreciate that
the experience and insights of those with
different sets of challenges and different cir-
cumstances is just as enlightening, or perhaps
more enlightening, than those dealing with
problems and opportunities that are just like
our own. This is true within the huge diversi-
ty of circumstances as they exist within North
America. It's just as true within the diversity
of circumsiances as they manifest themselves
throughout the world.

NASPL is an international organization
already, and you want o extend that te other
parts of the world,

B. Roogow: Absolutely. The Canadian
provincial and Mexican lotternies have al-
witys served vital roles in the Association,
And because of the globalization of the in-
dustry, the interaction and mutual suppornt
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between all North American lotteries will in-
crease in the coming years, And now, North
American lottery directors are working with
our colleagues in Europe to explore the pos-
sibility of a World Game. So yes, we do need
to strengthen the lines of communications to
enable a “best practices” approach 1o opti-
mizing performance and for that to become a
truly global effort. Rebecca Hargrove (CEOQ
Tennessee Lottery and Sr. Vice President of
the World Lottery Association — the WLA)
and Arch Gleason (CEQ Kentucky Lottery
and former President of the WLA) have long
been active in the international commumnity
of lottery operators. As time marches on,
miowe and more of us are contributing to the
efforts to strengthen the ties that bind the
Regional Associations together and NASPL
and the WLA. David Gale (Executive Direc-
tor of NASPL) and his team are also work-
ing hard to evolve the Association to serve its
members in this new world of rapid change
and multi-jurisdictional collaboration.

The NASPL Resource Wizard is such a
captivating campaign, Based on the data
and statistics that now appear in your fabu-
Tous publication, "NASPL Insights’, it would
appear ta be phenomenally successful.

B. Roogow: It has, but that is just the
beginning. We need to start with capturing
the data, gathering all the facts and figures
available to all our members and organiz-
ing it into forms that are wseful and coher-
ent. That's being done. But NASPL must
become more than the information clearing
house that it’s so successfully fulfilled in the
past. NASPL will continue to expand and en-
hanee its store of data and information. The
next step is harder, though. Now we need to
create a much stronger research arm in order
to really convert this information into insight
that drives real-world decisions. NASPL 1s
going o expand its research component 1o
provide help to our member lotleriesand sup-
port the MUSL and Mega Millions Groups
in their efforts o develop exciting products
that drive long-term growth, Ideally, we
will also work with the other industry asso-
ciations like the WLA to create information
platforms that will enable data from around
the world 1o be combined and integrated,
That would be such a powerful resource if
we are ahle to do it

In one of vour letters from the Publisher in
Insighis, vour referred 1o the possibility that
NASPL could contribute o game develop-

o

ment. How would thar work?

B. Roogow: NASPL has worked with
the Iotteries o conduct surveys that help us
to understand the player behavior and con-
sumer trends that inform the whole game
development process. We want to build on
those research efforis 1o become a more
robust source for marketing and business
intelligence; and to expand upon it to other
areas like retailer relations, retailer licensing
programs, and all manner of issues that drive
this industry and affect performance and re-
sults, NASPL already has this wealth of in-
formation. We need to take it to the next level
~ by organizing and deploying it in ways that
drive decision-making. We're now putting
out our own sales data for North America.
And we are more aware of the consumer
response o the different game offerings. So
why can’t we go (o the next step which is
to investigate how o use that information 1o
improve the games? Too, we need o loop
in the tremendous resources of our vendor
community, 1o integrate into this informa-
tional data-base the business intelligence
from our commercial pariners.

You personally have a reputarion for be-
ing forward-leaning, someone who is will-
ing to try new approaches and take the cal-
culated risk to move us forward, And that
comes across in your Insights publisher
page as well as your inaugural speech ar
the World Lottery Summit in Montreal,
Where are the current fault-lines for pro-
gressive action in our industry?

B. Roogow: We necd 1o make sure that
we do not become prisoners of tradition and
legacy ways of thinking and operating. We
do need o push for progress. That means
change. Since nobody has a crystal ball, that
means an element of uncertainty is intro-
duced. But the operative word in what you
said is “calculated.” We do what we can to
minimize risk, but we need to be willing to
evolve in a period of flux and uncertainty.

Something that | would like to bring to
the fore is the conviction that innovation
and change can be applied to the land-based
retail sector of our business. Since Lottery
has such a long history of doing business
with the retail sector, it might seem that the
potential 1o change and innovate is limited,
Or that the potential to innovate is greater
in areas where we have less experience,
like Intemet, Mobile, and Social gaming. In

continued on page 48
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Paul Jason, Public Gaming: A lortery

ted o president of MUSL

dIreCTor Wity IS €1

Tl a vear fo 5el Some | cives for
MUSL. Whar are some of vour ebjectives for

MUSL, what

making them happen, and how are vou 1y

Ing fo overeome hose obsiacies”

Jim Haynes: One of my key objectives is
to set a new standard of security and integ-
rity for the new ways to sell tickets. We are
already late to a world where we can sell tick-
ets and deal in other items of value that exist
on plain paper or only on various desktop and
mohile screens, We are working to find ways
to give the lotteries and the vendors indepen-
dent responsibility over security of the games.
We also see this as a way to reduce the current
costs of security. There are some aspects of
security that follow the “layers of an onion™
model; no single layer can provide ultimate
security, but taken together, security is assured
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Jim Haynes

Executive Director of the Nebraska Lottery;

President of the Multi-State Lottery Association (MUSL)

PGRI Introduction: These are indeed exciting times for LLS, lotteries, especial-
Iy when it comes to the two big jackpot games, Powerball and Mega Millions.
Cross-sell and raising the price of Powerball to $2 a ticket have changed the entire
landscapa and positioned the lotteries for even more innovation. | asked Director
Haynes if he could help me understand the process that guides initiatives that in-
volve so many lotteries. Protecting the public trust, the lottery brand value, and the
revenues that support worthy causes is the paramount guidepost. But change and
innovation is also a paramount necessity for lotteries to continue to grow. Building
the consensus, craating the long-term strategies and the near-termn action-plans for
40+ Iotteries is no small challenge. And it is inspiring to know that this industry is
being led with both prudence and bold vision.

to be set at a very high level. If we can imple-
ment a new standard using long-tested en-
cryption and security that is controlled inde-
pendently by the lottery and the vendor, then
we can reduce the number of current layers of
security and reduce costs for everyone — while
making lottery games even Imore secure,

MUSL oper:

erfall has been in th xR

Hes severadl

vears. Can vou briefly ass

of the cross-licensing effort

o the Powerball price-point?

J. Haynes: Powerball is a significant game
for nearly every lottery and is the major profit
camer for some lotteries. Lotteries sell a lot of
instant tickets with a 60¢% pavout and higher,
which means that less than 40% remains for
Lottery bencficiaries. Lotteries keep 50%
of Powerball sales. So, 48 you can imagine,
changes (o0 Powerball 15 a senous issue for ev-
ery director, Lottery directors needed to think

o4

clearly about the long-term implications of
change. Years ago, the directors mapped out
a three-stage plan to evolve these big jackpot
games. First, make both games available in all
the lottery markets. Hence, the plan was de-
veloped to cross-license Powerball and Mega
Millions. Second, differentiate the games to
give the two games an individual identity and
mmage for the consumer by moving one or
both games to a $2 game. Third, create a new
national game, offered by all loneries, at an
even higher price point of $5.

Cross-selling was a very uneven experience
for the MUSL members. An analysis after 133
draws of cross-selling showed that, on aver-
age, MUSL states’ hig game sales were up
8.3%. The Mega Millions consortium sales
were up even higher. The longest view of
cross-selling, done when Powerball moved 1o

2, showed MUSL lotteries with an average
increase of only 1%. Everyone agrees that is
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pretiy negligible, but we must remember that
cross-selling began in the middle of the Great
Recession — generally reganded as lasting from
December 2008 to September 2010. There
was the stock market crash in October 2008,
an ongoing financial crises, and home equity
loss during this wrbulent penod. One view is
that, even though cross-selling produced only
a small increase, the alternative without cross-
sell may well have been a decrease.

The price change o Powerball was even
more difficult, though it was made easier
since nearly all lotteries had diversified their
product portfolios to include both Mega Mil-
lions and Powerball. There was extensive
miarket testing and research that led to the
decision to increase the price of the Power-
ball ticket to $2. As a rule, consumers do not
want prices to increase. But market-festing
indicated that, once the players saw how a
%2 game could play, they supported the price
change. The analyses factored in those play-
ers who would walk away from the game at
a 82 price-point; and those who would reduce
the number of plays they purchased; and those
who would delay their purchases. Even con-
sidering all of those impinging factors, the
math supporting the benefits of a change in
price to 52 was still very positive. The math
was not 4 projection of sales since it relied on
a perfectly average game, running without a
prize reserve deduction, which was not the
case for the Powerball game as it would be
running a1 the start, And “More, Bigger, Bet-
ter” Powerball did have some bad luck in its
first year's worth of draws. After the change
to 52, for instance, the game regulardy got
hit sooner than statistically projected.. At the
same time, the %1 Mega Millions game took
off. It began a 19-draw run, which set a new
world record for loto games, During that one
single run of Mega Millions, Powerball was
hit four times, Then, near the end of its first
104-draws, Powerball was getting hit every
Wednesday, on the second draw in a run; four
times in a row, Of course, the faster you get
hit, the fewer draws there are that drive up
Jackpot size and sales, and the less profitable
the game is. In spite of that, Powerball still
performed. Sales in the new Powerball game
alone (not counting Power Play, which we
knew would be reduced) were up by 62.5%
over the previous year's worth of sales at $1
Powerball, In my opinion, 62.5% qualifies as
success. | do not know of any billion-dollar
companies that would second-guess a change
that increased sales and profits by 62%.

Ax big decisions arve being evaluated by
LS, loweries, is there much consideration
given to what economists call “epportunity

costs.” For example, if raising the price af
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Powerball 1o 32 produced a $2 billion in-
crease i the first yvear over the previous
vearthat would mean thar the opportunity
cost of delayving the decision to implemenrt by
aite year would have been 32 hillion

J. Haynes: The louo ticket has been
priced at $1 nearly since the beginning of
modern lotteries. Phrases like “A Dollar and
a Dream” or “It's only a buck™ were deeply
engrained in our players. The concept of a
price change was discussed at least as early
as 2007, Some of our MUSL research in
2008 told us that the price-point was a criti-
cal purchase factor for our players. No lottery
director felt that moving to a 82 price point
wis a sure-thing and it certainly was nol a
slam-dunk in a competitive market with an
option for $1 games that were virtually iden-
tical. Cross-selling had to oceur first.

It ok years 1o make that change. Many
of us would agree that was too long and re-
sulted in significant lost opportunity costs.
But the different comifort levels of the van-
ous directors meant that we had to continue
running research on potential changes and
continue to tweak the game design until there
were enough directors that could support the
change. The careful need to evaluate the pro-
posal even pushed MUSL staff w develop
new ways to evaluate the change. Directors
were used to seeing a sample game un and
an analysis based on the Poisson Diistribution.
But wanting to explore every angle and mini-
mize uncertainty, MUSL staff added a 10,000-
year Monte Carlo run to show minimom and
maximum projections, A new way to com-
pare “odds” in games at different price point-
points — really different jackpot contribution
percentages — had to be developed. In the end,
we all understood that the decision to increase
the price of Powerball 1o $2 held potential for
both great reward and great risk. The change
ook as long as it was going to take to enable
two-thirds of the lottery directors o have the
confidence to make the change. The long dis-
cussion was fruitful, though. It s sometimes
observed that lottery directors are conserva-
tive and risk-averse. That may be true, but
our stakeholders would not want it any other
way. We really must avoid anything that could
impair the brand value or revenue stream that
supports the beneficiaries of lottery funding.

MUSL has rremendous resources  that
henefit all U8, lorteries. As an organization
that is expert ai the conducting of sindies and
research, and possessing the staff and tools
to analvze and interpret the information and
proffer recommendations for consideration
Iy the leadership of lotteries, wouldn't every-

one be better off by somehow folding more of
the adlministrarive and research functions of

®

Meea Millions roeether with MUSL?

J. Haynes: Since cross-selling, there
has been tremendous cooperation berween
MUSL, the Mega Millions consortium, and
the vendors. Now that MUSL and the con-
sortium are partners on both Powerball and
Mega Millions, MUSL has made its resourc-
es available to all lotteries. The Mega Mil-
lions consortium, and the vendors, all have
online access to MUSL's game databases
and can use MUSL's online report genera-
tor at any tme o pull out sales information
by draw, by lottery, by jackpot, per capiia,
and much more. The consortium has asked
MUSL staff for new game designs and math
projections and MUSL staff has aken ad-
vantage of the talent available at the Mega
Millions lotteries to assist in designing and
evaluating RFP’s and in running complex
analyses of Powerball performance. 1 think
we have the very best people working for
the vendors, for the consortiom, and for
MUSL and for the lotteries in MUSL. We do
already work very closely together, MUSL
and Mega Millions directors get together for
face-to-face meetings and teleconferences
and are in constant contact through e-mail,
The level of cooperation and joint work is
already at a very high level,

The two big jackpots in 2002 were hugely
exciting and contributed to increased sales,
To what extent have those big jackpors in-
creased the tipping poimt of where the con
sumers get excited about the jackpor size?
Are there any selutions 1o the age-old proh-
lem af “jackpor farigue syndrome” ?

J. Haynes: | think it may be more “press
fatigue™ than “jackpot fatigue,” though these
may be close o the same thing. The general
public just doesn't follow our jackpot games
until they start hearing about it in the press,
Both Powerball and Mega Millions reached
new game records in 2012, and it did take
a while to recover player and press interest,
The New Powerball game added an element
that has been shown to attract at least the lo-
cal press; although the national press doesn't
always pick up the story. The 31 million in
cash prizes, or $2 million paid if players buy
the Power Play feature, has received great lo-
cal press coverage. So, even if the national
press is not picking up stories about a $100
million jackpot anymaore, the local press does
cover local million-dollar winners - usually
with a first story aboul the selling store and
a follow-up story when the winners come
forward. In the first year of New Powerball,
there were 453 second prizes awarded, That
means nearly one thousand Powerball stories

continued on page 45
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Public Gaming

Cynthia O’Connell

Secretary of the Florida Lottery

PGRI Introduction: | tend to think of branding as the task of managing percep-
tions in a customer-facing, consumer-centric process. The following case study
reveals just how much more it can mean to a business. For one thing, the brand
is not just about the consumer, it's about appropriately informing the percep-
tions of all audiences: “employees, consumers, retailers, stakeholders and the
media.” And for the Florida Lottery, it's about redefining the essence of the enter-
prise and “creating the story of who we are and who we aspire to be.”

2013 is the 25th anniversary of the Florida Lottery. Secretary Cynthia
O'Connell was determined to make it special, and the Lottery rebrand has

fulfilled that to national acclaim. Please see page 24 for the case study that
details the pillars of the Florida Lottery rebrand action plan.

Paul Jason, Public Gaming: The case
siuly really reveals the extent to which you
fave taken this apportunity fo think deeply
about every aspect of your business, How
have all the research, study and swrvey re
sponses changed vour vision for what the
Lottery should be and how it showld operate?

Cynthia O'Connell: It's not just about
how we want 1o be perceived by the consum-
er. We think about our brand as being the full
expression of who we are and who we aspire
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to be. That expression must resonate with
everyone, including and beginning with our
internal stakeholders. Our brand forms the
basis for the way we go about our business -
reflecting our mission and shaping our strate-
gies, products and marketing approaches, It
gives political constituents, the non-playing
public and all stakeholders a picture and feel-
ing for who we are and what we are about.

Thar s an ambitions goal, bt weould
seem to also be a very broad abjective. How

®

is it focused into an action plan?

C. O'Connell: It begins with understand-
ing ourselves, defining ourselves and what
we would like to become. That process is
informed by extensive research o clanfy
how the Lottery is currently perceived by
our different stakeholders — players, con-
sumers in general, retailers, etc. We then
analyzed the countless touch points where
these stakeholders interact with the Lotiery,
where their experience intersects with the
Florida Lottery brand.

The relationship between a lottery and its
stakeholders and customers 15 in many ways
different from any other kind of organiza-
tion, more nuanced and multifaceted than
most corporations and other government
entities. We exist to serve “Good Causes,”
which means public education in the case of
the Florida Lottery, and to protect the con-
sumer. We serve at the direction of the Gov-
ernor and the Legislature, And yel we must
operate much like any other market-driven,
consumer products brand, My point is that
our set of stakeholders, and business objec-
tives, is diverse in the extreme. And so, the
question of who we are and what we aspire
to be is not a simple and straightforward one.
Likewise, perception of the Lottery is not
a simple thumbs up or thumbs down — it is
multidimensional, and we need 10 make an
emotional connection to evoke the most pos-
itive appreciation for our mission and what
wee are working to accomplish.

First off, the buying decision for any prod-
uct, not just lottery games, is based as much

Lcontinued on page S0
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CELEBRATING
2)INNOVATIVE YEARS

LT-3 ITVM: There's so much more to earn.

In our 20th year, we celebrate innovation: innovative products, innovative employees, and, above all, our
innovative partners who have embraced our efforts to develop the most modern, secure, and entertaining
ITVM in the market—the LT-3. The LT-3 is an award winning, ADA-compliant ITVM designed to increase
instant ticket play by adding entertainment value. Pre-printed instant tickets are dispensed as the outcome
of each is displayed on a video screen in an entertaining fashion. It's the perfect combination of the
traditional instant ticket experience and an interactive play experience, resulting in a product ideal for
stay-and-play environments.
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|. INTRODUCTION

The Florida Lottery saw its 25th anniversary as an ideal opportu-
mity o evaluate successes and challenges and sharpen its focus for
the next quarter century. [t provided the agency with a special op-
portunity to reimagine its future, introduce the Lottery 1o new and
lapsed gamers, and 1o tout the considerable resources and value to the
citizens of the state of Florida.

Understanding first that sales were rebounding following an eco-
nomic slump, our executive team felt it was time to revisit the dated
logo, and develop a brand that was representative of the energy and
excitement offered by the Florda Lottery. Coming off a record sales
vear and celebrating our 25th anniversary, the Florida Lottery set a
target date to reveal the new brand and logo on January 7, 2013, to
officially celebrate the week we started selling tickets in 1988,

Il. THE REBRAND... IN MORE DETAIL

Once we committed to rebranding the agency, we knew tha
additional resources and expertise were needed in order to effec-
tively accomplish this goal. Through a competitive bid process,
we hired the public relations firm, Golin Harris, to help guide the
rebranding process as well as help the Lottery build a comple-
mentary communications strategy. Golin Harris parinered with
their sister agency, FutureBrand, to provide creative direction for
the rebranding process and design of the new logo, GolinHarris’
in-depth knowledge of the media landscape in Florida and stra-
tegic communications guidance coupled with FutureBrand, who
maintains a strong reputation for rebranding blue chip companies
across the world including: American Airhines, UPS and MSN,
ensured that our entire process was effective and efficient.

Together with our agency partners, we began the process by defin-
ing what our “brand™ currently was 1o our customers, We conducted
surveys leading into the branding process to get a full sense of how
Floridians felt about the Lottery across a range of topics including
playability, role in Florida culture, historical value, social issues, con-
nection to education and more. Then we began to triangulate the ide-
als for the brand in the next 25 years — what did we want the brand
to mean? From there, we developed varous rough directional ideas
and tested them imtemally and externally, finally moving (o rigorous
formative festing on final concepts,

Once the brand was selected, we engaged the entire organization in
the process. We created a marketing committee of team members that
represented the various levels and departments in the organization. We
identified and manked all the consumer touchpoints (where people saw

the logo) and ranked their importance and prionties for the rollout of

the new logzo. We caretully planned the unveiling, using the new logo as
the centerpiece for our overall 25th anniversary celebrations. The web-
site was redesigned and many features were added to help the public
understand the parts of our story we wanted to tell more loudly and to
more people, in particular our vital role in funding education in Florida.

A. CREATE THE ESSENCE OF THE BRAND

The Florida Lottery has always maintained a powerful presence, a
mystique, 2 magic that has been defined by our brand. Therefore, em
barking on the journey to alter that brand mark was a daunting task.
We began by revisiting who we are al our core — what we stand for and
what the public sees and expects of ws. With that understanding, we
were able to formulate the foundation upon which the new brand was

built. Packaging together our principles, our mission and the essence of
L~ = -

the Florida Lottery into a fully-developed brand was essential to creat-
ing a true and lasting impression that reflects our organization.
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1. Developing the Story of the Florida Lottery
Once we defined the essence of the Florida Lottery, we were fo-
cused on creating the story of who we aspired to be - our positioning
platform. It was our way of bringing what the Florida Lottery is, and
believes, to life, Telling who we are and how we blend with the pride,
diversity and vibrancy of our state was vital to creating a brand that
is uniquely Florida.
Our Story - “Florida’s Way to Play”
Florida is a state unlike any other. Our residents and visitors share
an attraction to the unconventional and the surprising - to everything
definitively fun. The Florida Lottery celebrates the playful sense that
makes this place special, from the Panhandle to South Beach. That's
why we take it seriously when we say, those who play, belong.
Engaging a community in fun takes hard work. Twenty-five years
ago we set out developing products that were both inspiring and trust-
worthy. Today, we bring sunshine, optimism and a spark of fun into
the lives of all who play our scratch and jackpot games, Our funding
of education delivers smiles throughout Florida with programs that
form the foundation of a vibrant state and diverse communities.
Everything we do is inspired by Floridians. By embracing differ-
ences and celebrating fun as a way of life, the Florida Lottery re-
minds us all that people were made 1o play,

2. Establish the Brand Pillars



if”" moments with friends, colleagues and
family. To believe in the future, to let their
imaginations soar and to experience the
thrill of living in the moment. Whether

By utilizing research gathered from consumer and retailer fo-
cus groups, as well as evaluating our peers, the Lottery began
developing our five brand pillars - the foundation of the Lottery’s
brand positioning.

Driving Exciternent. For 23 years, we have pushed ourselves 1o
redefine excitement. That started with our first draw and set of
scratch cards, which have since grown to include 45 innovative and
inventive games that delight players of all ages and backgrounds,
All of us believe that we play a part in leading Flonda forward, and
wie strive 1o show lotleries and citizens in states across the nation
the true meaning of fun.

Funding Tomorrow: We wake up every moming committed 1o
improving schools and supporting students — whether through
merit scholarships, infrastructural renovations, or educator sala-
ries. By annually investing over a billion local dollars into the edu-

they hope to hit the jackpot or simply
enjoy an instant escape, Floridians trusi
us 1o deliver new ways to dream and mo-
ments to remember,

Just Imagine

Flamingo Pride: Whether you enjoy our

state year-round or simply to weather the winter; whether you'ne
a lifelong resident, a retiree, a student, or a sojourner, you know
what it means 1o be Floridian. At the Florida Lottery, we inspire
imagination in all those who choose to live and play here, bringing
communities from Miami to the Panhandle together in memaory-
making. From the small businesses that benefit from our products

1o the residents who play our games, we are of and for Florida,

3.Logo

A great deal of market research went into exploring public opinions
relating to the Florda Lottery™s now-retired logo and what attitudes
they had wward what became the new logo, The retired logo was wide-
Iy recognized and served us well, but as a product of the 19807's, it was
showing its age.

The overall feedback we received was clear - the flamingo had to
stay. It was the part of the logo that best represented the Flonda Lottery.
We always intended for this 10 be an evolution of the existing logo rather
than a total departure and our research confirmed this 1o be true, There

cational system, we saleguard the community’s greatest need and
brightest hope: a more inspiring future for all.

Integrity Above All: We know that a lottery is only credible if it op-
erates with complete transparency: without trust, our winning slips
are simply a scrap of paper. That's why we practice with the utmost
professionalism, providing good, clean fun that's always above-
board, Clear in our principles and forthright in our focus on the pub-
lic’s best interest, we invite all Floridians to hold us accountable 1o
the highest ethical standards.

Optimistic Moments: Bound by hope and deep optimism,
Florida Lottery plavers believe that any day could be the stant
of something big. In all we do, we invite them to share “what ...continued on page 52

Delivering Bright Ideas
for More than 30 Years
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The Pioneer. The Biggest Player.

More Years Experience * More Product Innovation * More Clients Worldwide
More Signs Delivered to U.S. Lotteries - 100,000 and Counting
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SCIENTIFIC GAMES®

Lorne Well
Chairman & Chief
Executive Officer,
SCIENTIFIC GAMES

Paul Jason, Public Gaming: The WMS
acguisition wonld seem to have exciting im-
plications for all of your customers, includ-
ing traditional lontery customers, Can you
explarin the opportunities created by the com-
hinarion of Scientific Games” compelencies,
vour core markeits and those of WMS?

Lorne Weil: We expect that when it is
consummated, our acquisition of WMS will
be far and away the most transformative de-
velopment in our company’s history. There
is virlwally no competitive overlap between
WMS and Scientific Games. But the irony is
that although we are not to any significant de
gree competing companies, we are neverthe-
less very, very, very complementary. And this
is the unigueness of this opporunity.

We see the acquisition of WMS as a way
broaden our offerings and enhance our capa-
bilities across the board. We followed a simila
course last yvear when we acquired Parspro and
integrated sports wagenng, interactive and mo-
hile into our portfolio, We see huge opporiuni-
ties by just keeping it very simple and market-
ing and selling one another's products, systems
and services through both companies’ channels
of distibution. But it doesn’t end there., We
have the opporunity to create new products,
systems and services that neither WMS nor
Soientific Games, nor the gaming or lotlery in-
dustries have ever seen. And that's really what |
am very excited about.

Quite iromically considering that we don’t
compete, a number, if not most, of the core
competencies and functions of both compa-
mies are very similar. There's tremendous op-
portunity for integration, résource sharing angd
content development. These shared capabili-
ties also allow us to develop and launch new



product opportunities for our customers.

For example, Scientific Games is very proud
of our development of the instant product in
China over the last five years. There are sig-
nificant future development opportunities in
China and we believe our existing infrastruc-
ture should prove very beneficial for our futurne
collaboration with WMS in China,

So adding this together, | think you'll agree
this acquisition has the potential o create tre-
mendous opportunities for us in the gaming
and lottery industries.

The Greek povernmem has awarded re-
spensibility to operate the Hellenic Lotteries
o a consortiunt which now includes Scienrific
Games, OPAP and Inralor. What can you
tell me about the plans going forward for the
Greek marker?

L. Weil: We are very proud that our consor-
tium has been provisionally selected 1o operate
and manage traditional lotteries and re-launch
the instant game product in Greece as part of a
I 2-year concession, We've worked with OPAP
and INTRALOT on a joint business plan over
the last 24 months, and believe we are very
well-positioned 1o help the Greek govermment
succeed in its objectives of raising revenue for
the Greek state while giving Greek players ac-
cess to world class lotery products.

The opportunity to bring instant games
back to the marketplace in Greece is a stra-
tegic business initiative for our company over
the next year. It's also a very interesting op-
portunity, given that the instant lottery has
been inactive in Greece for more than 10 years
~ and particularly given the challenging eco-
nomic situation in Greece. To the economic
environment, when we re-launched the instant
lottery in Italy back in 2004, we faced some of
the same challenges, Bul we had success there
and believe we will have success here too, We
currently design and produce nearly 80% of
the world's best-selling instant games. S0, we
are confident that implementing the instant
product category management best practices
we have advanced here in the ULS., China,
Italy and around the globe will result in a suc-
cessful re-launch of instant games in Greece.

To take this a linde further, Paul, while we
are really at the starting line in Cireece, we are
taking a very deep look at the marketplace,
doing research, creating a game plan and as-
sessing distribution. What we are seeing in the
re-launch of instant games in Greece again has
many parallels o our re-launch of instants in
Italy about 10 years ago. There, we were enter-
ing & jurisdiction that was experiencing a pe-
riod of economic depression; the plavers had
moved away from the games and effective dis-
tribution needed to be put in place. Our plan is
1o take the many lessons learned in Italy, inte-

grate with all the hest we have to offer and cre-
ate a thriving instant games category in Greece,

Private Management Agreements are in a
number of stages across the US, and Europe
and are under close review ai the npper levels
af government. Rather than pursuing a PMA
stricture with the goal of optimizing perfor-
mance amd results, conld PMAs be replaced
with something that could achieve the same
results withour being a radical change?

L. Weil: 1 think that it's greal news that at
the policy level, there is a new level of attention
being given to the performance of lotteries. The
economic value returned 1o the state through the
sale of lotlery games is being truly recognized
and appreciated. Across the country, there is
unprecedented support for lottery organizations
a5 they seek to enter new channels, launch new
games and reach new players, The importance
of the mission is understood more broadly and
supported at new levels, Good news,

As 0 your guestion on privale manage-
ment contracts, we view this model as just one
of many different kinds of operations models
that are possible. Owsourcing the core func-
tions of the lottery's operations, and in some
instances creating different financial structures,
are models we see around the globe, A recent
trend here in the LS, is to outsource services,
bundle contracts and name it “privatization”.
While private managemenl agreements might
be the right solution for some lotteries, they
are not the right solution for all lotteries. There
are multiple contract opportunitics within the
current lottery tool-kit that should be fully ex-
plored before privatization is chosen.

For us at Scientific Games, the recent focus
on privatization has brought about a newfound
attention from governments on their lotery
as a valuable asset, and on that asset’s current
performance as well as future potential perfor-
mance, | think it's great that this is happening.
Scientific Games has found that in our most
successful lottery endeavors, where partner-
ship alignment, and close execution of a joint
vision and shared collaboration are present and
advocated for, results happen.

Are lowteries embracing Plavers Clubs,
Lovalty Programs and other Internet-based
initiatives as the key to migration fowards a
CRM-driven business model? What is your as-
sessment of the current attitude towards the role
that Internet shonld play for traditional lottery?

L. Weil: The internet is not going 1o 20 away.
More than ever before, the internet is absolutely
a front-burner topic for LS, lotteries.  Arkan-
sas, lowa, Kentucky, Missouri, North Caroling
and Tennessee are all live with our thriving in-
ternet-based rewards programs. They are digi-
tally engaging with their players, implementing

o

direct marketing programs, and leamning how
to be in an interactive relationship. Minnesota,
Georgia and Illinois are actively selling games
andfor subscriptions over the intemmet. They 've
begun 1o learn what works, what needs (o be
changed, what needs 10 be added. In the first
quarter of 2003, we have seen an unprecedentad
number of requests from lotteries for internet
solutions — California, Michigan, Virginia and
Delaware have all issued RFPs as they each
plan their own rollouts, North Caroling is final-
tzing their vendor selection and looking 1o be
live with infernet games before the end of 2013,
So e-commerce, being on the internet, engaging
with players, using digital technologies to sell
and promote lottery games, is actually a very
important issue for lotteries in the ULS. And o
learn, to become successful at anything new,
you have o first begin,

Ouiside the ULS., loneries in Europe are in
varying degrees of development with internet
and digital engagement. An amazing perfor-
mance trend is at traditional retail: in those lot-
teries with a digital channel, their traditional
retailers perform significantly better. This is
because there is greater engagement, mong
players, more excilement, and more unigue
opportunities for promotions. The entire cat-
egory does well by adding an additional dis-
tribution channel. We believe our key develop-
ments in interactive over the last decade will
help grow our business even more in China in
the coming years, particularly with interactive
2nd Chance games, which have proven 1o be
very successful in growing sales, altracting
new players and adding additional excitement
tor the games. And we hope to further extend
player loyalty programs in China, where Sci-
entific Games brings leadership and superior
capability in the lottery industry.

Really Paul, there is no way that such a ma-
jor consumer industry can expect to thrive, let
alone grow without adding an internet chan-
nel to reach players. The internet will be the
primary way of engaging with the next gen-
eration of lottery players. The urgency to enter
new channels and ereate new content has never
been stronger.  The misconception by oppo-
sition groups is their belief that internet sales
will cannibalize traditional brick and mornar
sales. However, the true goal is connecting
with new players. Lotteries understand that
adding new channels with new kinds of prod-
uets 15 the path to growth, Research has con-
firmed that new consumers gamered through
the internet channel not only mean new sales
growth for lotteries, they also mean new traf-
fic to traditional retail locations as well. So the
good news is that momentum is building - and
in our industry once a new direction takes hold,
it won't turn back. #
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John Pittman

Vice President,
Marketing,
INTRALOT USA

PGRI Introduction: Lottery sales are
driven by Lottery’s massive network of
retailers. That will continue for many
years, probably decades, to come. At
the same time, the consumer has come
to expect products to be made avail-
able on the Intemet, Maobile, and new
self-service options. Our retall partners
are concerned that may result in a loss
of sales and commissions, The ques-
tion put to Mr. Pittman was: How can
lotteries evolve with the consumer,
make the products available through
multiple channels of distribution, and
maintain the mutually supportive rela-
tionship with land-based retailers?

intralot

Paul Jason, Public Gaming: How can
Lorteries and their rerail parters work io-
gether, for murual benefir, 1o evolve their
relationship and adapr 1o a multi-channel
world that includes Internet, Mobile, and

self-serve?

John Pittman: First, thank you for the
opportunity 1o discuss these issues. As con-
sumer trends move forward with other chan-
nels of distribution such as Internet, Mobile,
and sell-service, 1t is incumbent upon us 1o
work logether so that our parinership with
retailers remains vibrant and conlinues 1o
grow for the benefit of all — consumer, re-
tailer, and lottery operator alike. The cus-
tomer has come to expect W be provided
options for being able to interact with mer-
chants through all these different media and
channels. And they expect the channels to
be integrated to enable a seamless and user-
friendly consumer experience. We call this
the “Universal Gaming Experience” that is a
player-centric approach. It positions the cus-
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tomer in the center where all player interac-
tion points moving through retail channels,
Internet, mobile or iITY are managed in a
single and transparent manner. It means that
we can all benefit from moving our business
forward through new media channels, new
ways o play, new games, reduction of pa-
per and overall service to our players. It is
a complete package that benefits the tradi-
tional retailer, State Lotteries. vendors and
certainly the players as the central figures.
The implementation of a multi-channel ap-
proach will definitely not hurt traditional
retailers; it will help them, Traditional lot-
tery retailers have been the backbone of this
industry since the beginning of the modemn
era of LS, lottery some 30 years ago, and
that won't change. Almost all the sales are
transacted through the massive network of
land-based retailers. Our retail partners have
always been the face of lottery to the con-
sumer and they are key to the future growth
of lottery. But like all industries, Lottery
needs to move forward. Nobody can stop the
Internel from continuing W0 grow as a sig-
nificant distribution channel and medium,
By embracing this fact, Lottery and retailers
alike will forge a successful future together.

o4

How will Lottery keep the mraditional re-
tailer imolved as the industry implements
Faternet and Mobile sales?

J. Pittman: As vou know, traditional re-
tailers have been reluctant to see lotteries
mowving toward the Internet as a lottery dis-
tribution channel because they are afraid that
they will lose commissions, sales of other in-
store consumer products, and customers. On
the contrary, if we clarify our goals, map out
a concerted plan, and truly embrace the idea
together, retailers can not only continue to get
commissions from the sale of lottery prod-
ucts, both from in-store and online, but also
have a tremendous opportunity 1o expand
their business and customer base by utilizing
self-service options. and technological tools
and information about their cusiomers. And
these will all be provided by the Lottery. By
investing in the retailers, the lotteries would
receive the benefit of a cost effective and ef-
ficient way to acquire online players, and the
retailers would enjoy the benefit of bringing
these new consumer groups into their stores,

Omne of the most expensive administrative
costs in establishing an online Internet gam-
ing operation is player acquisition. We esti-
mate the cost of acquiring an online player



to be 5150 per player in a non-competitive
environment and much higher in a competi-
tive market. If lotteries tried to acquire play-
ers on their own by paying that $150 acqui-
sition fee to a 3rd party affiliate, they would
have to generate more than 52500 in sales
from each player in order for the fee o be
less expensive than a 6% commission paid
to retailers. The lotteries will be far ahead by
continuing their partnership with the retail-
ers and asking them to sell lottery products
for multiple channels and rewarding them
for doing so. For instance, if a retailer “ac-
quires” an Internet player for the lottery, that
player's account could be directly linked to
that retailer who will then receive a commis-
sion on the sale of every game that player
plays online, regardless of how and where
the financial transaction takes place. The
Lottery retailer really does have the best op-
portunily to acquire players and can do so
more efficiently than state lotteries can do by
themselves, and certainly more efficiently
than we as vendors can do, Retailers could
also sell loftery products online by providing
a link on their website directly to the lottery.
In that case, the player would be linked to
that retailer who would receive commis-
sions. Newly acquired and lapsed players
are really what we are talking about here
because the legions of core Lottery players
probably will likely not venture from the tra-
ditional games and methods of purchase that
they are very accustomed to.

What are some of the new self-service ap-
tons and technological tools that will be
available o the retailers 1o help them grow
their business?

J. Pittman: Technology and consumer
trends are enabling new self-service options
and new technologies that will benefit retail-
ers by allowing players to interact and play
the Lotiery in non-traditional ways. One ex-
ample of that is a new product we call the
“Gablel,” shont for gaming tablet. The Gab-
let is a self-service device for retail shops,
It has a large 22" multi-faceted screen that
provides eye-catching, [ull high-definition
content and stereo sound, and, like a tablet,
uses touch and gesture based navigation.
The player simply logs in to her account or
presents a voucher purchased at retail to the
built-in camera. Gablets provide interactive
information about different types of games,
entertaining interactive game options, or tra-
ditional lottery games without clerk interuac-
tion. And where legal, the Gablet provides
the ability to wager on live or vintual events
while viewing those events. When the Gablet
is not in use, it provides an excellent medium
for digital signage. Through the Gablet, the

retail shop can offer all of the lottery games
that are available on the Internet or mobile
devices. There are many technologically ad-
vanced features relating 1o security, respon-
sible gaming and other functions including
face-recognition software when authorized
by registered players and the Lottery. The
Gablet will invigorate the retail shop and
attract more  players, especially from the
younger demographics,

INTRALOT also offers other self-ser-
vice equipment such as our award winning
Winstation that sells both instant and on-
line products, and the MP that sells online
tickets, including a library of instant-onlineg
tickets called FastPlay, The MP also sells in-
teractive touch screen games,

As 1 mentioned, the Gablet, when not be-
ing used by a player, becomes a 22" adver-
tising display. Both of the other self-service
terminals also double as advertising displays.
Advertising at the point of sales is not new,
but we know that it is effective and generates
results, both for the lottery and the retailer.

Another example of tools 1o help the
retailers is NFC (Near Field Communica-
tion). A player would use her phone to
choose her numbers, play a lottery game or
receive coupons from the lottery and the re-
tailer without any clerk interaction, simply
by using a poster inside, or even outside of
the store, The player would tap the numbers
she wants to play and then receive a pa-
perless receipt of her wager on her phone.
In this scenario the player came into the
store and played the game without taking
up one second of the clerk’s time 1o create
the transaction, yet the store is identified as
the selling agent and receives the commis-
sion. The store could also receive a cashing
commission for winning tickets redeemed.
Someone reacting to an outdoor promotion-
al poster with an NFC code could also re-
ceive mobile bonus points o spend on gam-
ing or promo ilems in-store or online. As
you can see, these new technologies would
generate new income for the store without
increasing their labor costs. These are just a
few examples for how retailers can bencfit
by being open o new technologies and new
ways of doing things. The time that the con-
sumer is in the store is really the moment
of truth for both retailer and lottery because
that's when the majority of consumer’s pur-
chasing decisions are made. Whatever we
can do o enhance thal consumer experi-
ence and, in many cases lengthen the time
the consumer spends in the retailer’s place
of business, the better will be the results
for both the retailer and the lottery, And the
greal thing for Lotteries is that our products

o

lend themselves most readily to those ob-
jectives by providing entertaining pames
and enhancing the in-store experience.

What other ways will retailers benefit by
partnering with the lotteries on their expan-
sion to the Internet?

J. Pittman: In most cases, our players
remain anonymous o retailers unless they
have some sort of rewards program. And they
remain anonymous to lotteries unless they
elect to join a players club or they are lucky
enough o win big. Retailers benefit from the
lottery player shoppers because they typi-
cally spend 50% maore in the retail shop than
shoppers who do not play the lottery.

As we move 1o the Intemet and other new
wiy's of purchase, the lottery player will iden-
tify himself to s in order to participate in our
games because of age verification, location,
messaging, banking and responsible gaming
restrictions, We can use this information to
help the retailers expand their businesses and
attract new customers. For instance, a player
that a retailer acquires for the lottery could
be linked to that retailer. During an online
registration process, a player could identify
a traditional retail store that she wants to be
affiliated with. In both cases, the identified
retail store could receive commissions on all
that player's lotiery transactions.

As an additional benefit, we could pro-
vide meaningful value to the retailer by
providing information to them about their
customers, The retailer then has the ability
to market to that customer/player directly.
Maybe he alerts the player that they have
had a streak of Lottery winners and they
need o come in to get a ticket before the
luck runs out. The player could also be en-
ticed to come in to the store by other offers
that are not Lottery related.

In addition, we have the ability 1o ‘geo-
fence' the Lottery retailer so that if a player
comes within a certain distance of the store
she would be awtomatically solicited by
the store with a predetermined offer or an-
nouncement. A retailer could also offer its
customers Mobile or Internet coupons with
QR codes to entice them to come to their
store 1o play on a Gablet or take advaniage of
other store offers. In the case of large chain
retailers, we can link to their own customer
targeting system (loyalty cards) so their shop-
per’s benefit from an integrated approach.
Imagine, the retailer can now employ a CRM
that knows all of their “affiliates’ by practice
and can market to them how, when and with
what product they want. This will become a
very powerful tool for the retailer. It's also an

....continuad on pags 41
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llan Rosen

Chief Executive Officer, Neogames

PGRI Introduction: The role of the Internet as a distributional e-commerce channel
for traditional lottery games is vital, In fact, it's not just about reaching the “younger
dermographic”, since the Internet is now a part of everyone's life, However, there is
another, perhaps even more important, component to this picture, Presently, there
is a massive population of lottery customers who buy the product in land-based
retail stores. That won't change. What needs to change, though, is the nature of
the relationship between lottery customer and lottery operator. The future of Lottery
depends on converting that anonymous retall consumer base into a connected and
interactive customer base. The Internet is the key to making that happen = to build-
ing a foundation based on dynamic communication and interaction,

That's the mission of Neogames. Having pioneered the online scratch cards market,
MNeoGames focuses on the soft-gaming segment through its extensive portfolio of
revenue-generating games for the web and mobile erwvironments. NeoGames pro-
vides a complete and field-proven soft-gaming solution, consisting of the world's
largest instant win and lottery games porifolio. Laid over a flexible and robust man-
agement platform and complemented with a complete suite of managed services
that facilitates lottery growth. With over 200 million games sold worldwide every
maonth through its partner networks of government |otteries and regulated gaming
operators, NeoGames understands the needs of the government-gaming operator
and is dedicated to supporting the growth of its customers in this sector,

Neo@©®ames
bringing back the fun!

The industry is very dependent on its block-
buster products to generate the income, The cost
of developing, launching, and promoting new
products for the Internct channel is much lower
than for the retail channel and the products can
be offered for a longer time. That brings down
both the cost of trving new products and also the
sales-threshold at which a product breaks even.
The irony is that the Internet enables the operator
tor gather so much more data to guide the product
development process and promotion strategies -
s0 the ability to target the consumer with prod-
ucts that appeal to their specific preferences is
much greater with the Internet customer,

Perhaps because of the physicality of the retail
experience, retail lotery operations and their plat-
forms tend © focus on the product. There is no
physical environment for the operator o focus on
in the Internet world, apan from a computer moni-

Paul Jason, Public Gaming: o

llan Rosen: The Internet has caused a major
shift from mass-marketing o compleely new
ways of tailoring products 1o appeal 1o increas-
ingly tighter, smaller consumer segmenl. That
may not sound like a positive thing - why do we
want to appeal to smaller groups? The reason is
that it is much more profitable,

The cost of designing, then creating, then mar-
keting, and then distributing the product in the
mass-markel world entails a high break-even,
Those high up-front costs result in a very high
minimum threshold of sales to cover those costs.
This has two problematic impacts. First, there is
ne moom in the portfolio for products that may

Iniernet platforms being more squarely on the lot-
tery players, This magor shift in mindset produces
a different approach twards everything ... game
development, Customer Service and Relationship
have strong consumer appeal but fail © meet Management, promotional strategy. Elc.
that minimum threshold. Second, the high cost
of a mistake makes it difficult to try new product

concepts, and so therefore inhibits innovation, . Rosen: Exactly. Data-analytics is truly the

g
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tor or hand-held device, This resulis in the focus of

key component to any effective e-commerce strat-
egy. The Imtemet customer has registered with the
operator, so the basic demographic information is
captured with every transaction. You're no longer
surveying small samples of consumers who may
of may nof give accurate information about their
buying motives, and then extrapolating from that
survey to generalize the behavior of the entire
population of players. On the Internet, you
have the facts of which customers are buving
which products. That information is captured
in real-time with every transaction. And you
can isolate product attributes to determine
which are most appealing and continually
fine-tune the product for maximum appeal.
For instance, one our newest clients was
achieving some measure of success with i-lot-
tery products that targeted younger male andi-
ences. They did not deliberately exclude other
segments, I0s just the products they were of-
fering at the time tended 1o skew towards those
play-styles that people associate with con-
sumer groups with high game-playing Inter-
nel activity. But that’s a misguided approach.
It might seem o be a logical strategy 1o go
for the “low-hanging-frunt™ but there are three
hig problems with it. First, the play-style of
the young male demographic identified as the



most dedicated i-gamer is not Lottery’s sweet-
spot. It is a highly competitive space and the
young male is typically looking more for
high-velocity games that deliver gaming thrill
than for the “hope-and-dream”™ soft-games
that appeal to lottery players. Second, it ne-
glects the core player, many of whom do want
the option of playing online and whose loyalty
and repeat business 15 reinforced by enabling
an Intermet-based relationship. And third, 0t
foregoes one of the major cornerstones of an
effective Internet strategy which is to create an
interactive relationship with the core player;
with all players for that matter. We have found
that it’s actually the core player demographic,
the consumer who is used o buying at retail
and will continue 1o buy at retail, who con-
tributes the highest revenues in proportion o
its population,

Obviously the internet is used as an effec-
tive tool to also reach an audience which may
nol be buying at retail, to introduce new con-
sumer groups o Lottery, and it succeeds in
that, This new relationship is built over time,
and in the future will grow to be a new signifi-
cant income source however they should not
be the only target of iLottery marketing. So,
back to that operator who had been focusing
on the young, male demographic and wanted
us o refresh their i-lotery strategy: We cre-
ated @ product mix that appealed w a number
of new segments, identifying a cross-section
of 25 different play-styles and preferences,
Additionally, we prepared 15 games for the
pipeline, just waiting to refresh the experience
of players in each segment every few weeks.
And our data-analytics team guided us on how
to modity the games based on the feedback we
get on a real-time basis, This almost doubled
the revenues within 2 months and allowed the
lottery to increase the active audiences in these
new segments. We then constantly continue to
add new identificd segments and prepare a
marketing approach with targeted games and
incentive offering for them.

By the way, we think of the future of market
segmentation as being based on psychograph-
ics instead of demographics. In our NeoSphere
platform we work by automatic and dynamic
creation of dozens of segments, based on a
wide matrix of parameters such as frequency
of play, game preferences, age, gender, depos-
iting behavior, times and days in the week of
player activity, impulse to buy factor, and more,
These make up the psychographic profile.

We still want to create products that appeal
10 a market segmented by play-styles, But we
are no longer constrained by preconceived
notions based on those traditonal attributes
of age/gender/socio-economic segments, For
instance, we recently showed our game port-

folio to a large US lottery and presented one
of the games which we created for a “young
male” audience based on a spooky Dungeon
&Dragons theme called Forces of Terra, and
when we showed it in a meeting with a US
lottery, one of the female 30+ in the market-
ing team said “I'll play this game, [ love it, 1
used to be a D&D fan when | was young.”
So if we didn’t have a dynamic analytic tool
in the NeoSphere to recognize that she would
actually play it, how often she would play it
when and how much, we wouldn’t place her
in a segment that would receive marketing of-
fers relevant for her taste. Second example,
obviously mobile games would intuitively be
identified as a younger audience games, and
indead they are. However, if you miss out on
marketing to the 55+ group that are active mo-
hile players you would miss 7% of the market
which that is a great revenue opportunity, By
the way, psychographics is not only measured
in in-play behavior but also by the way they
like to be rewarded. For example, men tend to
prefer cash-back or product rewards; women
tend o prefer to be rewarded with tangible
and lifestyle products.

How does the information eleaned in the

onane ganing werrld Lmprone off=-line retail

felki wlect devels '_.'.lll.'.--..' cnied St 2y ;

I. Rosen: Products can and should be de-
signed 1o take full advantage of the uniguencss
of each mediom and channel of distribution.
Still, the fact remains that the fundamental
game atiributes that appeal to the consumer
are similar across all media and channels.
Our portfolio is divided between online
seratch cards and instant win games, and we
are often asked “what's the difference™ An
example of how our online approach is nu-
anced 1o take full advantage of the medium
but also relate to the play-styles with tradi-
tional consumer appeal: online scratch cards
are a fun and entertaining version of games
which are close in look and play behavior to
the printed games sold in retail stores, Con-
versely, our interactive instant win games
carry the same mathematical psychology, as
well as other mandatory regulatory attributes,
but the play mechanics include a much wider
interpretation of casual games. Some lotter-
ies are bound o take the first, other are more
keen on the latter. Our approach is that both
are needed because they serve different audi-
ences. For example, in Mexico the lottery has
decided to discontinue a TV show with a fa-
mous local Bingo game. We were then asked
1o develop an interactive instant version of
this popular game that would be available in
the web, But it's interesting to see how many
requests we have from lofieries o see if we
could make printed versions of our interactive

$

games. They see the online games and want to
recreate printed version for their retail stores,
We thought most of the requesis would be
vice versa, to recreate the printed games for
the online channel.

Instead of transplanting off-line games o
the Internet, yvour GO h does the EREN -
site. You wse the Interner o inform and en

hance the :'.':i'. line buxiness

. Rosen: Neogames is typically ap-
proached initially because of our portfolio
of game content. Then our clients realize
that what we really offer is the experience
and knowledge to help them develop a much
more expansive strategy to enhance pame
development and promotional strategy. The
content we have on the shelf forms the basis
for developing products and strategies that
are custom-made for each individual market.
The case-studies inform our approach to pro-
motional strategy. IUis these assets combined
with our expertise in data-analytics derived
from our NeoSphere management platform
that enables us to appeal to the unique needs
of each market-place. 1 would have to say
that it is data-analytics that forms the heart
of our approach o serving the lofteries with a
dynamic system for delivering the right prod-
ucts to the right targets with the most effec-
tive promotions.

How .-.I'l_.'_:'.'. ‘Wit i5 5 1o measure e -'.'I'l'_llll'l'l I l:."

Flavers Clubs and Lovalry Programs?

l. Rosen: Not only is it not difficult to mea-
sure the overall impact, you can and should
gel precise data on exactly which attributes of
your programs are having the optimal effect
and which are not as relevant. It's like the old
adage that “50% of my advertising doesn’t
wiork; 1 just don’t know which 50% it is.” We
mow hiave the tools 1o not accept that kind of
sloppy thinking. That’s the off-line world.
In our online Player Club program, Players
collect points automatically and can trans-
parently see their progress between the heir
levels of play and the points collected, We
then offer them ways to redeem their points,
or use their points to collect double and triple
points, The rewards are tailored to appeal o
the specific player profile. We then analyze
the results to always be in the process of cus-
tomizing and fine-tuning the games, target
segments, promotional strategies, and reward
structure to be most relevant and effective for
each player segment. Most players would
benefit more from a lottery product reward as
opposed 1o pure langible gifts. Obviously, the
lottery itself would benefit from such a tight-
er connection to sales, That's also why lotter-

...continuad on pags 47
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PGRI Introduction: Lotteries have tremendous strengths
and are always seeking ways to build on and leverage those
strengths. The massive network of retail stores has codified a
consumer connection based on physically seeing and touching
the product, on a physical interaction with people, and on ex-
ecuting a transaction with another person. That's why the focus
continues 1o be on expanding the number of retail stores, vend-
ing machines, and other forms of physically present POS's.

What if there were ways to transform the retail experence, to
build on the proven strength that has formed the foundation
for Lottery’s incredible success? This has been my guestion
du jour for lottery executives and their commercial partners
alike. What if there were ways to dramatically increase the
number of land-based POS's and their sales volumes? That's
what self-serve vending machines can do, that's what in-lane
checkout vending can do, that's what pay-at-the-pump can
do, and that is what the Diamond Game solution for mak-
ing Lottery accessible to entirely new consumer groups can
do. This solution engages patrons at age-regulated venues
ke bars and taverns, bingo halls, race-tracks, charity, and
fraternal organizations with the lottery in a wholly unigue way.

Paul Jason, Public Gaming: Describe the Diamond Game so-
lution. I think of it as fundamentally an entertainment-enhanced self-
serve vending machine that dispenses the traditional products. So it is
a much more engaging plaving experience for the consumer, bt one
that is fully compliant with all regulatory laws,

Jim Breslo: [ think that is correct. The LT-3 is legally and function-
allv an instant ticket vending machine (ITVM). As you know, [TVMs are
a common tool for most lotteries and have advanced greatly over the last
decade. The LT-3 continues the trend of more technologically advanced
ITVMs, emploving a unigue feature which can greatly increase revenue
from ITVMs. Like most ITVMs today, the LT-3 dispenses instant scratch
or pull-tab tickets one at a time. The Gekets are pre-printed and come on a
roll or fan-folded stack, which is placed within the maching for dispensing
The game result is printed on the ticket and is also encoded within a barcode
on the paper ticket which is read by the machine, It scans the barcode on
the instant ticket as it is dispensed and, for the convenience of the player
and to enhance entertainment, displays the result of the ticket on the video
monitor inan entertaining fashion, The Gckets are not activated until they
are scanned by the machine, which is an important secunty feature as the
fickets are of no valee prior (o scanning,

The LT-3 isn't meant o supplant existing ITYMs which generally reside
in high-traffic, highly-transient environments like grocery stores. Rather, the
play style has been designed for stay-and-play entertainment destinations
such as charitable clubs, bars, bingo halls, and recetracks and OTBs. The stay-
and-play format of the LT-3 allows lotienies 1o expand their product portfolio
into non-raditional retailers,

In most states, no change in law is required for 1ts lotiery o deploy this
product. Other than the display of the ticket result on a video screen, 1t is
no differem than traditional ITVMs, Numerous counts have reviewed this
feature and determined that it does not change the fundamental nature of the



machine. The display of the result is simply
an aid to the player and has no impact on
the outcome of the game. The outcome of
the game is solely determined by the pre-
printed instant lottery teket,

Further on the last guestion - what
makes the Diagmond Game solution so
unigue?

J. Breslo: There are several features of
the LT-3 that 1 believe make our solution
unigue, The LT-3 is an ADA-compliant de-
vice, This has been a key feature that we've
kept top of mind in the development pro-
cess, The LT-3 dispensers actually go be-
yond ADA compliance and act as an aid 1o
the dizabled and visually-impaired in their
play of the game, By displaving the resuli of
the ticket on a 207" monitor, we assist both
those with the inability to open or scratch a
ticket and those who have difficulty seeing
the ticket. Further, for the blind, we offer
braille plates and unigue sounds which assist
them in learming the result of the ticket. An
optional remote play button is also available,

The ability to provide the core functions of
a standard ITVM but in a device with a small
er footprint and an added entertaining compo
nent makes the LT-3 a highly appealing prod-
et for locations that do not have the space
for comventional vending machines, such as
bars, tavemns, and fraternal halls. These are
significant, often untapped markets that are
well suited for lotlery products. They are typi-
cally already age-regulated, and patrons visit
these locations looking to be entertained and
to spend disposable income

Describe some af vour current imple-
memntations.

J. Breslo: Our most recent installment
has been in Ontario. We began launching
the LT-3 in November of last year in bingo
halls across Ontario as part of the OLG's
Charitable Revitalization Initiative. We have
deployed 200 machines so far, and the OLG
has already ordered another 200 machines.

Owver 400 machings are alse in operation
in Maryland bingo and fratemal halls. In pan
due to the success of these machines, in Sep-
tember 2012 the state approved the expansion
of these type of ITVMs into veterans’ halls
throughout the state. In addition. there are two
other states poised o commence immediate
deployment of the machings into fratemal
halls which we intend 0 announce within the
next mionth, This, as you can see, the L
now receiving wide acceptance as a new and
permissible ITVM product.

v
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Are there any super-low-hanging-fruit
venues that should serve as the launch-

pad for the DG solution?
J. Breslo: Well, the LT-3 is really de-

signed  for  stay-and-play  environments,
where patrons are going to spend their dis-
posable income and want to have a fun time
oul. Typically these include bingo halls, race
tracks, bars and taverns, and fraternal halls,
These are ideal venues for lotteries as well
because they are all age-regulated loca-
tions. The venues also typically have built
in service stafl with expenence on electronic
games. They are also existing local busingss-
es that have been hurt by economic down-
turn, as well as, in many places, recent bans
on smoking, These businesses need a shot in
the arm and this product can provide that, re-
sulting not just in increased lottery revenue,
but in the creation and saving of jobs.

Wi also believe that the LT-3 could be a
terrific product in existing loflery retail lo-
cations, such as comvenience stores. With
many lotteries looking to add online sales,
these retailers are concerned about what im-
pact that may have on their business, 17 they
were offered something like the LT-3 as a
product enhancement, they will likely see
that as a very fair accommodation.

I notice that the implementarion of the
DG solution is tied to a specific revenue
need or problem on the part of the state.
How important is it to have a specific
.f]!.'l'.l.d.. d coRcrene F'l’.l'lrl:l'.l‘.l'ful'hlll"'. o II':'H.J']'JH.\.I"
the DG solution? Afrer all, it's really

Just a form of dispensing the traditional

ticket, isn't it?

J. Breslo: While increasing revenue,
adding retailers, supporting existing retail-
ers, and helping local businesses are all
greal “hooks,” we do not believe one is nec-
essary, As vou said, the LT-3 really 15 just
a modernized way of buying instant tickets.
Lotteries must be permitted to take advan
tage of modem technology. If not, they will
not be able 1o remain competitive with other
forms of gaming, and the important revenue
they provide will necessarily decline.

! know thar 2003 is Digmond Game's
20¢h year in business. Congratulations!

J. Breslo: Thank you! Yes, we are proud
of that accomplishment. So far our 20th year
15 shaping up to be our most exciting yvear
yet, We are very grateful to all of our cus-
tomers for being such great partners through
the years. Working with them Lo accomplish
positive things for local economies and edu-
cation has been rewarding, along with pro-
viding a lot of fun and entertainment along
the way! #

www.diamondgame.com

o

DIAMOND GAME LT-3 HELPS
ONTARIO LOTTERY REVITALIZE
CHARITABLE GAMING INDUSTRY
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Industry Insights from GTECH

TRYING TO SEE THE TREES IN A
FOREST OF MARKET RESEARCH

Read any good market research lately? You prob'iabiy have, since the Iottery-’i
industry produces a ton of it from a variety of sources (from in-house to

wﬁ

advertising agencies to vendors), done by any number of experienced

e

i.

market research firms. We see general tracking studies, game concept
development studies, attitude and usage studies, and focus group research. -
We see specialized studies on narrow topics such as Internet opportunities,
pricing models, prize payout maximization, graphic design, and policy
questions such as responsible gaming. The challenge for lottery

e R
e
‘w%%

professionals is to wade through this wealth of information and translate it

into actionable steps What research does do for us is to keep us close

that grow lottery profits. 15 the customer - the retailer, the player, and the
non-player. It makes us aware of the changes in the
marketplace — technological, lifestyle, cultural, and
competitive aspects that affect our business. The
essence of effective strategic planning is recognizing
the “points of inflection” in the marketplace where

fundamental changes impact consumer behavior.
At times these changes are hidden. Some, such as

self-service, begin slowly but accelerate over time

and others, such as mobile location technology and

location-based services, have a rapid impact on the

marketplace from the time of their initial introduction. |
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Industry Insights from GTECH

GTECH, along with the independent research firm KS&R, recently conducted another in its series
of World Player Attitude and Usage studies with 8,000 players across 10 countries. While some
of the insights from the study may make us feel good, others are potentially troubling. Rather
than recite research findings, we thought it would be interesting to pick some lottery themes and
use facts from different sections of the research to provide insights. Here are some issues facing
lotteries today, with some being at "points of inflection” and what the research suggests we do:

SAME-STORE SALES

Several points in the study reinforce the importance of focusing on same-store sales, the basic bricks-and-mortar
building block of our business. First of all, there appears to be headroom in the U.S. for higher player participation
levels. Median U5, lottery participation is half the level of Germany, Ireland, and Denmark, and less than 40% of the
participation in China, By comparison, U.5. non-lottery participation on gaming is close to the highest in the world.

GAME PORTFOLIOS

Jackpots are still “king.” This may be a blessing and a curse as Lorteries attempt to expand their brands outside the
jackpot game image. Players all over the world still enjoy the big traditional games that have fueled lottery growth for
decades. Multi-jurisdiction games, big jackpot games, daily numbers games, instant games, and even original Lotto
remain the predominant and preferred games. There is no discernible trend toward radically different play styles
or new kinds of games. In fact, big jackpots have the greatest potential for increasing lottery participation. 33% of
players rated it first whereas introduction of new lottery games, not currently available, was rated first by only 4%
of players.

IN LOTTERY, A LARGE / GROWING JACKPOT IS STILL KING

About one in four also cite lottery advertising andfor promotions as a driver of lottery purchases.

Sy 0
Imterested o a particular )
o T
Seeing some form of Lotmery achertising outside a oy
ey rectaihaw {1V e, actics, bl esarch 23%
seene form of Lottery advertsing or peome. a,
matarial at a Lottary retailar (sign, poster, video, otc.) 22%
ey

Spacial promotion the Lottery offered 199
Haaring about somacns who won the Lattery
New garme was offensd 159,

Sales clerk at a Lomery retaller mentioned & particular 13%
Lotteny promotion or suggested that you play o

Infosrmatian of interactions you had with other users &%
on a sacial media web site [Facebook, Twitter, stc) o)

Contributors To Purchase Decision
(Multiple Responss)

Mgn Tocal Rezpoadent (n=0177

SOCIAL PLAY

Lottery play is not considered a very social activity, but  even more challenging than anticipated. Among lottery
rather something thart is done individually (60%) versus  purchase drivers, social media was ranked last (6% vs.
discussing and sharing with family and friends (27%), or  jackpots at 55%). Relared to rhis finding was a relatively
discussing with other p]a!,rersj pqq]ing bets, etc. (13%). low interest in a ]Dl’l’el‘]r'-CE]"ll'l'iC social site (58% not
Thg truubling aspcct :}fthi_t; F|nd|ng i__q tha[ |'|; may Euggcgt 'iTlTETESTEd:', ﬂﬂd Iarge diffETEﬂCES T.'If intere,f-t in a lﬂttfl'!r'
the merging of social media and lottery play could be VIP Club by country (5% in Denmark vs. 57% in China

with the US splitting the difference with 235% interest).
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THE INTERNET

Buving lottery products over the Internet is a nice
supplemental distribution method that can generate
incremental revenue, but the world’s playing habits are
not shifting in such a rapid way that will it dramatically
alter the distribution landscape. Only 7% of U.S.

players indicated an interest in playing lortery games
exclusively on the Internet, while 54% would continue
to play in-person only, and another 39% would play
both in-person and on the Internet. These resules should
reassure anxious retailers that Internet lottery play will
not damage their current lottery business.

US (TOTAL) LIKELIHOOD OF PURCHASING LOTTERY TICKETS ONLINE VS. IN-PERSON

Total: World-Wide

Inperson anly  43%
Omnline only 14%

Both in-person

AMD online 43% Play Lottery

In-Person AND Cnline

Percentage Of Lottery
Tickets Weould Purchaze
COinline vs. In-Person =30

Mfaan Wl
Cinline A2%
In-Person 58%

MOBILE DEVICES

US (18-34)
In person anly  54%
COinline only 105%

Bath in-persan
AMND online 6%

Play Lottery
IN-PERSON Only

Beme: Totn Respondenes n=R177), Torl UF Resporaienis (=84d) U5 Regpondest 130 n=247

A quite surprising finding was the relative lack of interest in playing lottery games through mobile devices. Only
28% of mobile-device users expressed any interest in doing so while 60% were specifically not interested. One of the
primary reasons was that people still enjoy the sense of security and integrity of a paper ticker. Even with a mobile

purchase, 67% still prefer a paper ticket.

CONTROL DRIVERS

Motivarion to buy lottery tickets is driven by several factors, some of which are random, such as jackport size, but
the research found encouraging strength in the ability of controllable factors to drive lottery purchase motivation.
In fact, the top motivarors in the US are lotrery promotions (33%), followed by jackpots (27%), and second-chance
drawings (10%). Curiously, since only 37% of lottery purchases are impulse buys, we have the ability to drive the
two-thirds of planned-in-advance purchasing behavior through advertising, promotion, and marketing.

LOTTERY MOTIVATORS

Prormotiors
Garmes with langer jackpots
Games with & lot of smaller prizes

Sacond chance drawing

US (Total)

Games with chance to win merchandise ﬁ A

i

21%

Intro of new lottery games
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RESPONSIBLE GAMING

Some surprising findings here as well, with higher income males (U.S. $100k+) rending ro play more frequently in most
countries, including the U.5., especially with multi-jurisdiction, daily, and lotto games. The same group also plays non-
lottery games (e.g., sports betting) more frequently. Also, high-income ($100k+) players spend two and a half times more
than lower mcome (<$50k) players, while high-income non-lottery spending is only double low-income. This is uscful
news for those fighting old perceptions of who play lottery games and how much they participare.

EASE OF PURCHASE = INCREASED SAME STORE SALES

Lotteries sometimes fear self-service purchase options. Although on-counter lottery sales are often higher than vending
machine-only, we risk alienating the younger consumer who wants a less time-consuming purchase experience, such
as grocery store in-lane checkout (48% would increase spending) and self-service machines (43% would increase
spending). Such an option would also give lotteries a better tool for getting into the big-box stores thar increasingly
dominate retail activity. And with 37% of lottery purchases being impulse based, availability at the point of sale is a
critical convenience factor, Self-service options won't replace the strength of on-counter sales, bur can add incremental
same store sales and drive acceptance in new retail outlets.

Impact On Lottery Spend If Available To Purchase At

CHECKOUT OF A MULTI-LANE

Impact On Lottery Spend If Available To Purchase At

A SELF-SERVICE VENDING MACHINE

Money s

on Lotte

Baws: Tods! Besponchente (g8

YOUNG PLAYERS

The recurring problem of attracting younger players to
lotteries doesn't get any easier. We all assume thar young
playvers will become our customers when and if we create
an Internet/mobile social experience for them, bur the
research revealed several caurionary, and sometimes
contradictory, aspects of young plaver behavior. As
mentioned earhier, there was reluctance o embrace

the social side of lottery play. Young plavers spend less,
play less frequently, prefer self-service purchases, and are
more likely to make impulse purchases. However, their
spending on entertainment is growing and they spent
more on Lottery than during the previous 12 months.
Possibly the signal here is that their image of the Lottery
Brand must first change.

mobile devices as transaction hubs, and less interest in

With all of this data and insight, some global and some local, lottery professionals still need to
listen most closely to their own customers and filter these observations through their unique local
perspectives. There is no “silver bullet” to winning in the lottery business - just good old-fashioned
optimization and execution of every detail and aspect of lottery management. Strategic studies
such as the GTECH World Player Study offer hard market-based data to include in the decision
mix as we work to assist our Lottery customers to improve their Lottery Business Plans, maintain
relevance with consumers, and continue to increase lottery profits generated for good causes.

Conrribured by: Gerard Caro, Senior Director of Markering Insights at GTECH & Gordon Medenica, consultane to GTECH on private management
issues. He was the Director of the New York Lottery from 2007 to 2012 and the President of NASPL in 2011-12."
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THIS DECISION MAY
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ECONOMICALLY AND
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AND WILL AFFECT THE
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Two bills filed in the Massachusetts Senate at the start of this vear
would authorize and provide for the regulation of certain types of
onlineg gaming in that state, The first, Senate Bill No. 101, would
authorize the Massachusetts State Lottery to conduct lotteries on
line, to determine the types of online lotteries to be so conducted,
the manner of selecting winners, the manner of paying prizes and
the frequency of drawings or winner selection. The Bill would re-
guire that regulations be promuelgated pertaining to onling lotteries,
and that such regulations provide, at a minimum, (i} age verifica
tion measures reasonably designed 10 block access to and prevent
the sale of lottery tickets onling 1o persons under 18 vears of age,
and (ii) measures reasonably designed to prevent the sale of lottery
tickets onling 1o persons located outside the Commonwealth, The
Bill would specifically authorize the Lottery Commission to enter
im0 the agreements with one or more states or other jurisdictions
for the purpose of conducting multi-junisdictional lollery games to
be conducted online provided that any such online lottery game was
properly authonzed by each participating state and jurisdiction,

The second Massachusetts bill introduced at the start of 2013
would amend the 20011 Massachusetts law providing for three brick
and mortar casinos and one slot parlor in the Commonwealth. Sen-
ate Bill 197 would provide for additional gaming licenses for online
gaming operations, “provided that such operations do not include or
reflect gaming mechanisms operated by the State Lottery Program
[or] simulating or resembling slot machines, so-called ...” Thus,
onling gaming under this Bill would be conducted under the regula-
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tory authority of the Massachusetts Gaming Commission.

These two Massachusens Bills present clearly the question that will
be faced by states that determine to implement online gaming within
their boundaries. Specifically, such states will need to decide whether
the online gaming should be conducted by the state lottery pursuant
o its regulatory authority and under its regulatory structure (appropri-
ately amended to address the myriad issues online gaming presents),
or whether online gaming should be regulated by existing (or newly
estahlished) state gaming commissions, which commissions usually
are separate from and do not oversee state loneries. This anticle does
nol purport to answer that question, but rather discusses three of the
issues that will need to be considered by states facing this issue — (1)
the state authority (e.g., the lottery or a gaming commission) that shall
oversee onling gaming; (2) the effect the choice of regulator may have
on the percentage of online gaming revenue to be taxed, and (3) the
effect the choice of regulator may have on the state-designated good
causes to benefit from online gaming revenue. States can be expected
1o take guidance on these issues by looking to states that have already
enacted laws authorizing online gaming. We refer herein to the online
gaming laws enacted recently in Nevada, New lersey and Delaware.

NEVADA: Nevada has no state lottery, so the decision 1o put online
gaming under the authority of the Nevada Gaming Commission was
therefore perhaps obvious, The Nevada Gaming Commission has ex-
tensive experience in licensing brick and mortar gaming facilities and,
in addition, has issued licenses for “mobile gaming™ since 2006, (*Mo-
bile gaming” involves the use of mobile communications devices for
the transmission of wagers that operate within the general boundaries
of a casino‘hotel resort facility). In November, 2011, Nevada passed
a law authorizing intrastate “interactive gaming,” including, but not
limited to poker, but excluding pari-mutuel wagering on racing events
or wagering on sporting events. However, regulations promulgated
under the law cumrently limit interactive gaming in Nevada to poker
and its derivatives.! Nevada has been issuing licenses with respect 1o
interactive gaming since approximately June, 2012, and to date has
issued approximately 19 interactive gaming licenses (including opera-
tors and manufacturers) with 888 and Treasure Island recommended
by the Nevada Gaming Control Board to be granted the 20th and 21st
licenses by the Nevada Gaming Commission at the Commission's
meeting on March 21, 2013, Licenses to operate interactive gaming (in
contrast with licenses to manufacture interactive gaming systems or
provide critical interactive gaming services) are available only 1o exist-
ing licensed Nevada brick and mortar gaming facilities.® An interactive
gaming operator's revenue from interactive gaming is included with its
revenue from non-interactive gaming and thus taxed at the same gradu-
ated tax rate, with a maximum tax rate of 6.75%. Additional fees and
levies may be imposed by counties, municipalities and the state adding
approximately 1% 1o the operator's tax burden.” Revenue generated
from gaming in Nevada benefits education, local governments, prob-
lem gambling programs and the State General Fund.*

NEW JERSEY: On February 26, 2013, Governor Chris Christie
signed into law a New Jersey bill, Assembly Bill No. 2578, autho-
rizing licensed Atlantic City casinos 1o conduct online gaming under
the supervision and control of their existing regulator, the New Jersey
Casino Control Commuission. Permitted are all wagenng games deter-
mined by the New Jersey Division of Gaming Enforcement to be suit-
able for online wagering. Because the operators of online gaming will
be casinos already regulated by the Casino Control Commission, the
decision to have online gaming regulated and overseen by the Com-
mission is logical and efficient, and placing such gaming under the
authority of the New Jersey Lottery would have subjected the casino
operators to duplicative, and likely inefficient, regulation.

o

Afier initial licensing fees, online gaming gross revenues in New Jer-
sey will be subject to a 15% tax, which shall be paid into the New Jer-
sey Casino Revenue Fund.® This money shall not be subjeet to further
taxation as casino gross revenue (brick and mortar casino revenues are
taxed at 8%). By law, “moneys in the Casino Revenve Fund are appro-
priated exclusively for reductions in property taxes, rentals, telephone,
gas, clectnc, and municipal vtilities charges of eligible senior citizens
and disabled residents of the State, and for additional or expanded health
services or benefits or transportation services or benefits 1o eligible se-
nior citizens and disabled residents™ Online gaming operators shall
be subject to the additional requirement that they invest at least 5% of
online gaming gross revenue in cash contributions or real property im-
provemenis that benefit the state tourism industry or the health and well-
being of the people of the State. In the event such investments are notl
made within the applicable time periods, an investment alternative tax in
an amount equal to 2.5% of internet gaming gross revenue is imposed.’

By contrast, the New Jersey Lottery remits approximately 34.5% of
its revenues to the State.® Lotlery revenues in New Jersey are used to
assist state college and universities, construct schools, provide assis-
tance to psychiatric hospitals, veterans’ homes and special education
programs, and to provide scholarships and grants.” Thus, although
placing online gaming under the regulatory authority of the New Jer-
sey Gaming Division was logical and efficient, a side effect of this
decision appears to be that the rate at which online gaming revenues
are taxed o benefit the State is in line with the tax rate applicable 1o
brick and mortar casino gaming and not State Lottery gaming, and the
revenues flowing to the state from online gaming will benefit primar-
ily the same entities that are benefitied by casino gambling generally,

MNote also, that unlike the Massachusetts bill that would place online
gaming within the Massachusetts Gaming Commission, the New Jersey
Laottery is not protected at all under New Jersey's online gaming law.
This is not surprising. because the purpose of the new New lersey law
was to help the State’s gaming industry in Atlantic City; protection of
the State Lottery was not foremost in the minds of the sponsors of the
new law. “Sponsors [of the New Jersey law] hailed the measure as one
of the last chances to revive the state’s gaming industry, which has been
battered by the proliferation of casinos in neighboring states™"

DELAWARE: Delaware, has taken a different approach than Nevada
and New Jersey. In 2012, Delaware passed a law authorizing online
gaming under the regulatory authority and oversight of the Delaware
Lottery. In authorizing the use of the intemet for lottery games, the
purpose of the Delaware legislature was to:

i 1) Expand access to certain lottery games by offering them on the
Internet in a well-regulated and secure system designed to create a
positive customer experience that limits access 1o minors, those with
gambling problems, and others who should not be gaming;

(2) Improve the competitiveness of Delaware's video lottery licens-
ees by encouraging reinvestment in their facilities and promoting the
utilization of lottery games on the Internet at websites branded and
promoted by the video lottery licensees and Delaware Lottery Office;

i 3) Provide further support to Delaware’s hamess and thoroughbred
horse racing industries by expanding the gaming offerings benefitting
video Jottery licensees and the horsemen who race there: and

i4) Enhance the offerings of the Delaware Lottery by allowing it
o develop keno and the sports lottery in a manner that promotes ad-
ditional convenience and choices for Delawarcans. !

Under the new law, revenues from lottery tickets, keno and online
games shall be paid into a State Lottery Fund. After payment of lottery
operation and administrative expenses (not to exceed 20% of the gross
sales of such games) and prizes (not to be less than 45% of the aver-

...continued on pags 53
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In 2012, the Financial Action Task Force of the OECD (FATF)
issued its new International Standards on combating money laun-
dering (ML) and the financing of terrorism (TF). The FATF Stan-
dards are comprised of the FATF Recommendations, their Inter-
pretive Motes, and applicable definitions from the Glossary.

According to the Recommendations, countries should identify
and assess the ML/TF risks for the country, and should designate
an authority or the mechanisms to co-ordinate actions o assess
risks (recommendation 1.1 & 1.2)

Those rules apply globally also to casino activities. In the EU,
the ELl Commission is proposing in its new draft Directive to ex-
tend the obligation to all gambling activities including lotteries,
sport betting, and remote gambling services. Operators supply-
ing gambling services are o be considered as Designated Non-
Financial Businesses and Professions {(DNFBP) and obliged 1o
implement a full Anti Money Laundering policy (AML.) and Risk
Based Assessment (RBA) strategy. Such broader approach taken
by the EU towards the gambling sector has been welcomed by the
State Lotteries and is indeed important to combat effectively and
efficiently the risks of ML and TE. The implementation of the new
AML rules in the various EU member States will need to be done
by 2016 latest and is a big challenge for State Lotteries and their
suppliers/vendors. It will affect all aspects of the business, right
down to the POS, and require the setting up of Customer Due
Diligence programs enabling the identification of any transaction
{stake and winning) exceeding 2000 EURO , any suspicious trans-
actions, and the proper assessment of business relations,

In practice, Lotteries will need to make detailed risk based
assessment studies identifying the various levels of risks of the
games they operate and implement accordingly an enhanced, nor-
mal or simplified due diligence approach. It is clear that pari-mu-
el lottery games will be assessed differently then casino opera-
tions or odd-set based sport betting games. Further, Lotieries will
need to have specific record and data keeping and reporting ob-
ligations enabling them to respond fully and rapidly to enquiries
from the authoritics and to establish internal procedures, training
and permaneént feedback. Lotteries will not only be totally respon-
sible for their Points of Sale (POS), but also for their own staff.
The liabilities are high, and criminal penalties and other adminis-
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THE NEW FATF
RECOMMENDATIONS
ON COMBATING MONEY
LAUNDERING IN THE
GAMBLING SECTOR:
The Need for Lotteries to

Take the Lead in the Debate

By Philippe Vlaemminck and Beata Guzik

trative sanctions are severe. The whole process will require Lot-
teries to have a compliance officer al management level and dedi-
cated AML stalf. As safeguarding public order and the integrity
of their operations, full and immediate compliance is essential for
State Lotteries and their business partners. Several Lotteries have
a long standing experience in this area, but others not.

As the EU Commission mentions in its Staff Working paper
accompanying the proposal, “... professional organizations can
alse play an important role to ease the burden of compliance |
through the provision of guidance, organization of training cours-
es, swbmirting law clarification notes, answering doubis in the
application af the legislation, ete...” Commission Staff Working
document — Impact Assessment 5 February 2013, p.55).

5o there is a clear role for the Lotteries Association at EU level
to provide assistance to the members, But there is more o be
considered. At the global level the threat of ML and TF is a per-
manently evolving, as it also is in the gambling sector where tech-
nology plays an increasing role.

Lottery associations could consider entering into a dialogue
with the FATF, like the remote gambling industry from both the
EU and the USA did. The issue requires a multidisciplinary ap-
proach involving legal, security, IT, finance and sales.

In that regard, it is very relevant to refer to recommendation 15,

Recommendation 15.1 states: “Countries and financial institu-
tions should identily and assess the ML/TF nisks that may arise in
relation to the development of new products and new business prac-
tices, including new delivery mechanisms, and the use of new or
developing technologies for both new and pre-existing products.”

It is clear that the way remote gambling continues to be or-
ganized by certain operators established in off-shore jurisdic-
tions creates severe threats that must be addressed. The ques-
tion 15, however, whether the scope of the approach i1s even large
enough. Today we see the rapid emergence of social gaming and
social gambling, To the extent that real money gambling is of-
fered through SNS (Social Network Sites), the problem could be
covered by the legislation applicable to gambling as such. The
problem actually starts when we enter the area of social gaming,
While gambling activities are also offered on social media plat-
forms, it does not mean that all forms of social gaming qualify as

&



(social) “gambling.” To be so qualified, three conditions need to be simultaneously
fulfilled: there must be a stake with monetary value (a “consideration™), there must
be an element of chance {predominant or not depending upon the local definition)
and there must be a potential for players to win a prize with monetary value, To the
extent that virtual currency is involved and not monetized, or that there is no “real
money™ stake. or no element of chance, social gaming remains largely outside the
scope of gambling regulation.

As a service available on social media platforms, thus on the Internet, social
gaming is subject to general rules applicable to e-commerce. Social Network Sites
{SNS). such as Facebook, are most likely only “intermediaries providing hosting
services” with limited liability. Indeed, they are in general only obliged to act as
soom as they become aware of illegal activity. Of course, they can also be ordered
Lo act by the courts against social gambling operators hosted by them who do not
comply with national laws in the country where their services are consumed.

However some additional rules are required: the risks of addiction, the easy
accessibility to children, and especially the risk of ML and TF need to be looked
into, even outside the scope of the gambling regulations. All these questions need
to be addressed by the authorities and will require the cooperation of operators
and intermediaries as SNS. In the context of the fight against ML and TF, if money
laundering could take place through SNS, which needs to be studied and properly
assessed, there is an urgent need to address this matter and bring it into the scope
of the legislative framework to combat ML and TFE,

Social games are indeed a huge phenomenon and a major source of revenue for
companies like Facebook. It is enough to refer to the way Zynga was growing and
the revenues Facebook obtained from Zynga, Social gaming was already in 2012
a %6 billion market in the US and is expected to grow to more than $ 8 billion by
2014. As lucrative as it sounds, the market is immensely competitive and crowded
with a huge number of games.

The monetization of social gaming requires a detailed risk-assessment study.
Maonetizing could happen when players can monetize the virtual currency they
bought to play and/or the virtual currency they did win by playing. If it happens
accidentally that a player as a private individual sells its virtwal currency on an
auction style website, so actually monetizes it, it is important from the perspective
of the gambling legislation, but it may be less of an issue for ML andfor TF. How-
ever, when it is organized as a business, like the “Gold farming” as it takes place
in countries like China with MMOG and other video type games. the situation is
clearly different and enhances the risk of ML andfor TF.

However, monetizing of social gaming by the operator is an even more delicate
question. The majority of revenue for an app’ comes from a very small section of
users who substantially buy virtual goods. But successful apps, like Angry Birds,
generate high volumes of money every month due to the very high number of buy-
ers. As on average apps are very cheap, large scale buying of “fake™ apps from
an operator beneficially owned by the Organised Crime (OC) through 100 000
computers used simultaneously by the same OC, is not totally unlikely 1o happen
one day. Today, Russian and Chinese look-a-likes of Facebook as Qzone (primar-
ily used in China), Renren (“the Facebook of China™), VKontakte (“the Facebook
of Russia™), et al do already exist . They are not on our “radar” and other SNS
may easily be set up through off shore jurisdictions escaping our control, Bringing
social gaming in the scope of the legislation to combat ML and TF seems to be
necessary and urgent, ¢

Philippe Viaemminck is Chair of the EU, Loteries, gnmbling & spon practice of ALTIUS, a Brossels based law
firms, {philippe. vinemminck @ altivs.com )

Beata Guzlk is Project coordinator of EU, Loneries, Gambling & spon practice of ALTIUS and spocializes in social
media and social gaming. (heata. guzk & altius.com)
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example for how Lottery will provide new
tools and business processes that will help
the retailer in every aspect of her business,
not just sales of Lottery products. Lottery
has the technological vision and resources
1o help the retailer upgrade the entire way
they do business.

So it s nen-traditional games amd por-
chase miethods using nidiple channels thar
drive new player acquisition and grow the
husiness. And your value proposition to
traditional Lottery retailers is that they will
benefit from the vision and progressive agen-
it that Lottery bvings to their business?

J. Pittman: 1 belicve that it will likely
be a combination of traditional Lottery
type games that can be played over differ-
ent types of media, as well as new games
that Lotteries have not sold in the past, and
possibly more new games that are bome
from the advances in the ways we deliver
our product to the customer. Our partner-
ship has benefited retailers for decades, as
Lottery expanded the number and variety
of games at multiple price-points along
with new POS materials, digital signage
and technological advances. 1 believe that
the traditional retailer will be able to sig-
nificantly benefit from this evolution as
we move forward as partners. To do that,
retailers need 1o have the faith and confi-
dence tor trust that a partnership that entails
change and modernization will continue to
benefit them.

How much of whar we have discussed is
ready to be rolled our now?

J. Pittman: The products 1 mentioned
are fully developed and ready to go now,
and there is a lot more in the pipeline, Of
course, we have to see what happens with
gaming on the Internet and where that takes
us but the central weas and scenarios are
all easily realized now. The original topic
of discussion was basically, how would
traditional retailers fit into a business and
Lottery landscape that must evolve with
technology and consumer rends. The an-
swer is that we need to continue to nurture
a mutoally supportive relationship, we
need to be open to new and non-traditional
ways 1o drive progress, and we need Lo get
comfortable with change because that's
what will enable us to grow and succeed.
We have been working towards many so-
lutions for years and believe we have an-
swers that benefit not only traditional re-
tailers but also Lotteries and maybe most
importantly, new players. #

March/&pril 2013 = Public Gaming International



Public Gaming

Paul Jason, Public Gaming: How

the Hazen P,

T n'l FHIETY |I.II.' i

Robert Hazen: The Hazen Paper Company,
which was founded in 1925, has been working
with the lottery industry for more than thirty
years, Initially, Hazen laminated foil to lotery
board which gave the industry the ultimate se-
curity for scratch-off games, Because of its total
opacity, the foil layer was able to insure that lot-
tery ticket numbers could not be read when held
in front of an intense light. In addition to pro-
viding the ultimate in securily and integrity, Ha-
zen's foil tickets are now being used for graphic
enhancement by providing scratch-off games

with a premium, “eye-catching” look. Some of

the most successful lotteries in North American
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Robert Hazen

Executive Vice President, Hazen Paper Company

and bevond are gravitating o foil more than
ever hefore. Lotteries such as Ontario, Camelot,
Lottomatica, New York, Minnesota, Florida, 11-
linois, New Jersey, and Georgia are all using Ha-
zen foil products today.

About 15 years ago, Hazen Paper introduced
the first holographic instant game with the -
nois Lottery, Since that point in time, Hazen has
remained the leading supplier of holographic
board for the international loftery marketplace,
To date, Hazen has provided holographic lottery
board for games produced by more than fifty lot-
tenes worldwide.

R. Hazen: Haren's transfer holographic sub-
strates are created by using lasers to micro-emboss
an extremely thin layer of aluminum containing
only 300 angstroms of metal. This microscopical-
Iv thin ayer of metal is comparable to that of the
inks being used in the printing of scratch-off Jot-
tery tickets. This thin aluminum layver is then trins-
ferred onto the surface of lotery board, and then
special coatings are applied to insure the proper
adhesion of the mks and latex scratch-off layers
that are applied by loftery printers. Hazen's trans-
fer metallized holographic Envirofoill® products
are all environmentally friendly and every ounce
of Hazen's tonl and I'u:«lnpuphic scrap is recveled.
We take great pride in our recycling efforts which
have been in place for years,

The reason that Hazen's holographic games
enhance the visual appeal of instant games to
the consumer is that they're exceptionally eye-
catching. This is because they create visual ef-
fects such as continually changing colors, three
dimensionality, and they can also simulate the
effects of movement, This results in consum-
ers’ eyes being attracted to holographic games,
which has been confirmed by their superior per-
formance in the marketplace.

Wt b

R. Hazen: The best uses for foil and holo-
graphic substrates are [or games that you want 10
appear either special, such as a lottery anniversary
games, or more valuable. Holography is generally
used with higher price points games (35 or more)
o add perceived value and differentiate these
games from lower priced offerings. That said,

24

we have seen several successful “Series” games
where holography has been used across a number
of price points shanng similar graphics or themes,
Doing a series approach allows the lottery 1o
spread the cost of the holography across both high
and low price points. Foil games, because of their
lower cost, can be used to cost-effectively add im-
pact 1o even the lowest priced games

R. Hazen: Since holographic pames were
introduced, lotenes have tvpically reported that
they have experienced sales increases for their ho-
lographic games of 15% 1o 30% when compared
1o comparable conventional games. Depending on
the face value of the game, the cost of the cost of
hodographic matenal is fully absorbed with a 1%
1o 6% increase in sales, so the ability of holograph-
ic games o increase both lotlery sales and profit-
ahility has been acknowledged in the industry,

Recently, the first quantitative test of a holo-
graphic game was conducted by the Tennessee
Lottery in which holography was isolated as the
only key variable, When four months of sales for
this game both with and without the holographic
background were compared, the holographic
game outperformed the plain board game by T9%,

R. Hazen: Because holographic games cost
more than conventional games, budgetary re-
stnctions are tvpically used as a reason that ho-
lographic games cannot be un. However, when
looked at from a big piciure perspective, when
the increased sales of holographic games are
built into the equation, it's typically found that
the overall impact of the sales and profitability
of holographic games is significantly greater
than that of comparable conventional games

R. Hazen: Although scrarch-off games are
typically extremely secure, we have recently be-
come aware of situations where the counterfeiting
of scratch-off games is becoming an issue. Be-
cause of the complexities and highly specialized
equipment used with the production of holograph-

coninued on pags 51
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JUMBO

INTERACTIVE

THE RIGHT COMBINATION

EXPANDING RETAILERS

AND POS’S:
LOOK TO THE E-RETAILER

By Brian Roberts, President, North America,
Jumbo Interactive; www.Jumbolnieractive.com

Jumbo  Interactive began
as an off-line Lottery retailer
in 1984, selling TattsLotto in
land-based retail stores in the
Pacific Islands off the coast
of Australia. We continue to
operate there today, provid-
ing a full portfolio of instant
and draw games under an
agreement with the lottery li-
censee, In 1986, to make op-
erations more efficient, Jum-
b developed its own online
gaming system and terminals
that linked into Tatersall’s
gaming system in the state
of Victoria, Our roots and
OUr CONSUMEr CoNNeclion are
with the traditional lottery
player who buys at retail.
That's important because it
informs, and continues to inform, our whole approach towards de-
livering games that appeal to the core plaver as well as new-style
games that anract new Consumer groups,

In 2000, the Australian government passed legislation prohibiting
all forms of gambling over the Internet, except Tor lottery draw games
and spaorts betting. Jumbo then decided to leverage its interactive retail
channel “Jumbo Mall” to pursue this opportunity through the sale of
several charty lonenes, Within a short period of time, it became ap-
parent that the Internet and lottery sales were surprisingly compatible.
They complemented cach other such that the Intermet channel actually
supported retail sales and reinforced the consumer connection at retal
In 200, Jumbo set about with a new business model to leverage the
intelligence gained by its successes in both channels, build on this mu-
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tually supportive relationship between retail and Intemet, and expand
its retail license with Tattersalls wo Internet sales. Subsequent 1o ils suc-
cess with Internet sales for Tattersalls, Jumbo became the e-retailer for
the New South Wales Lotteries and the South Australia Lottery prior
to those organizations being privatized by Tattersalls.

Since the early ground-breaking sales of lottery over the Internet,
Jumbo's unigue e-Retailer program has evolved, not only in terms of
sales but also features and functions. The e-retailer program actually
does exactly what all lotteries have been doing for years; expanding
distribution through a diverse network of brick and mortar retailers
across multiple sales channels. Jumbo's program replicates that prac-
tice but across the Internet. Jumbo forges relationships with existing
lottery retailers and affiliates 1o maximize the number of touch-points
across the web. This strategy creates exposure and enhanced aware-
ness for lottery and for providing convenience to players and poten-
tial players. A good analogy is the travel industry, where each airline
has its own web-site but they rely heavily on e-commerce through a
host of online retailers such as Orbite, Kayak, Expedia, ete. It would
be misguided for airlines to limit consumer access 10 their own web-
sites. Similarly, the single lottery web-site only attracts those who
are already buying lottery, already know the brand and the lotery
website, and thus restricts sales potential.

Jumbo's model touches players and potential players as they live their
lives — whether it be surfing the web, looking for news or sports resulls,
visiting an existing lottery retailer, or viewing their weekly news flier,
Ewven at the traditional retail point-of-sales or browsing their weekly fli-
ers, sman-signs engage the player through QR, NFC and GPS technol-
ogy, and track subsequent lottery purchases back to the retailer.

We all know that most if not all lotteries have restricted marketing
budgets, which tends to result in a one-size-fits all approach to poini—
of-sale, advertising and promotions. Yet all lotteries have that handful
of retailers who are the peak performers, who set the bar higher and
create a retail environment that allows them to far exceed the sales
of similar retailers. Jumbo’s niche is in creating that special retail
environment that achieves stretch goals for its retail partners and al-
filiates. We do that by adding value to the lottery purchase through
our CRM, loyalty program, sweepstakes, second chance drawings
and special promotions. The key to our program is that the funding
for all of that comes from Jumbo, not the prize fund. In that sense,
the program is “budget-neutral;” having no impact on the marketing
budgets and so taking nothing away from the existing advertising,
promaotions, and marketing of a lottery’s products and traditional re-
tailers. The Jumbo's clientele have an array of purchase options from
combination bet types o group play and social group play and an



run by a local newspaper, TV or radio station,
and their websites. While stories of a new
Powerball millionaire being created doesn’t
immediately drive a big jump in sales - like
a big jackpot story does — these local stories
do get the brand out there and show that, be-
sides the bigger jackpots, New Powerball is
regularly creating millionaires all across the
country. From a national view, few know
that New Powerball created over 500 mil-
lionaires in the first 13 months of sales. And
MUSL Committees are currently working
on new marketing, promotional, and game
features that should help to maintain interest
in the game at lower jackpaot levels

If ir's fess about “jackpot fatigne™ than
“press fatigne,” why conldnt MUSL hire
a full-time publicist whose job wonld be to
stimudare more press coverage of the mulvi-
state games, expecially on the national level
Buir reafly on all levels? Why couldn’t we try
fer covnvinee the general mass-media press fo
give as much coverage o jackpot levels as i
does to sports evenrs and scores and such

J. Haynes: When the Powerball jackpot is
getting wall-to-wall coverage, we do some-
times see efforts from firms to help us, but we
just don't need it at that time, MUSL makes
good use of the experience available in the
state lotteries to identify the talking points and
Lo get them out, I you take a look at the cover-
age during the last big Powerball jackpot run,
you can see that stories were everywhere and
that the press covered the points we wanted (o

Expanding Retailers and POSs: Look to the e-Retailer . contiued trem page 44

extensive set of tools and features that add
some fun to selecting their numbers,

All successful businesses throughout the
world have embraced the Internet to extend
their retail reach, while enhancing distribu-
tion and operating efficiencies. While we
recognize the social and moral issues that
surround Internet gambling that has been
created by the off-shore i-gambling casinos,
the lottery industry really needs to change the
dialogue, to re-frame the issue. Using the In-
ternet to extend and enhance the distribution
of lottery products is not Internet gambling;
it's providing the player the convenience of
e-commerce to purchase traditional lottery
products that are played off-line.

Consumers are rapidly adapting to an
environment in which merchants provide
multiple points of access and interaction,

cover; and was incredibly positive.

Anv ideas on how to pet more traction and
accelerate the run-up early on in the Power-
ball game?

J. Haynes: The New Powerball game al-
ready does that with the guaranteed jackpot
starting at 540 million and minimum jumps
of 510 million between jackpots. The two
committees | mentioned earlier, Marketing
& Promotions, run by Cindy O'Connell,
Secretary of the Florida Lottery, and the De-
velopment Committee, un by Arch Gleason,
CEOQ of the Kentucky Lottery, are working to
boost sales for those starting jackpots, They
have a number of innovative ideas that will

be refined and then submitted to the Board.

Any news about GeoSweep and MUSL?
Mare specifically, are there any ideas as to
how to facilitate the integration of innova
tion and new games from smaller suppliers

wha are not able to comply with rerms of

indemnification or other conditions thar
create high barriers to entry and effecrively
impede innovarion?

J. Haynes: Right now, MUSL has a lot on
its plate, including changes to Powerball and
new games. The GeoSweep concept is just
one of the new games under development,
Indemnification is still an important issue for
most lotieries, with patent issues now an added
major concern, But lotteries know that chang-
ing conditions will compel us 1o find new so-
lutions and evolve some of our past practices,

They have come to expect it. Creating this
new category of retailer, the e-Retailer, is
the low-hanging-fruit method 1o stay con-
nected to the modern consumer and allows
the Lottery to effectively wtilize the Internet
as a convenient sales channel to drive incre-
mental sales and revenue for good causes. Of
course, in doing so, it atiracts new consumer
groups. Perhaps more importantly, though, is
that the e-Retailer keeps the operator in step
with its core plavers. Everyone is “onling”
and expects their Lotiery to be online with
them. The result for Lottery is an engaged
consumer, an increasing player base, and
increased incremental sales. Increasing re-
tailers and POS's is a pan of every lottery’s
agenda. What we are proposing is that you
think of e-Retailing like any other retailer,
And we have designed a program to enable

é

Are there wavs that MUSL conld infegrate
social media, or some other internet-based

towals and vehicles, into the mulri-siate pames?

J. Haynes: Some new features and con-
cepts for all our games include all of these
things as we reach [or a new demographic and
find new ways to reach our current players.
During the world record Mega Millions jack-
pot run, we saw the website hitting 1.3 million
current connections and nearly 40% of that
wis from mobile phones and tablets. Those
are some amazing numbers, It seems a natu-
ral and easy move for those players who now
can only check draw results. Live Powerhall
draws should be available on mobile devices
this month and other games will follow.

How can we tmprove our public relations

and messaging processes’?

J. Haynes: It is important for us to focus on
new, creative and mnovative messaging when
describing our current and future product of-
ferings. Messaging is critical if we are to keep
the consumer informed, our products viable,
and our businesses growing. But I do not think
of it as “public relations” The kind of messag-
ing we need is most effectively realized when
it reaches the market specific to a product. The
consumer responds much better 1o that kind of
focus, and it's important for us to be able to
miegsure impact and results; and also to ensure
wie are indeed hitting the target market and ac-
complishing a material ohjective. #

the lottery to integrate the Jumbo Interac-
tive solution right into the existing business
midel of the traditional lottery,

To be clear, Jumbo is not a lottery vendor
or a systems supplier. We are a lottery retailer
that has harnessed technology 1o effectively
sell lottery products over digital channels.
Our e-Retailer model has been described as a
budget-neutral offering as we earn the retail
commission like other retailers but we pro-
vide s0 much more. Perhaps Budgei-Neu-
tral-Plus is a better description, because we
create the extensive web based retail network
of touch-points that: i) provides convenience
to regular plays and ii) engages potential
players and converts them into players and
we advertise and promaote extensively al our
own cost o drive and maximize lottery sales
and revenue for good causes, #
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propositions that appeal to different consum-
ers for different reasons. The World Game
will mot be just another jackpot game with
twor draows a week and otherwise function like
Powerball and Mega Millions, We need some-
thing distinctive. We might consider a quarter-
Iy event draw much like some of the traditional
products in South America, or like El Gordo
in Spain. Of course, we would need to build
a branding strategy that would have universal
appeal. The main thing is that, as we expand
the number of products, they all get positioned
to expand the market, That will be accomplish
by refining our ability to further segment the
consumer market and target more precisely
defined player profiles. The very concept of a
global game provides an exciting foundation
for new branding and promaotional strategies.

I should add that 1 think that the future of
multi-jurisdictional games may not be limit-
ed to national games or the World Game, but
will likely include smaller regional games
operating in maybe six or ten or fifieen lot-
teries. The regional games allow the individ-
wal lottery more control and in some ways
may be easier to integrate into the broader
portfolio of lottery products.

\ i theme in Europe iy corporate sociol
responsthfiny (CSKR )L By that o theme thar will

wrent-in the LY, gy well

1 ST
eCONE iy

R. Hargrove: It already is, though most
LS. Lotteries have not yet figured out how
best 1o develop and implement the full con-
cept. This was the topic of the keynote specch
at the last WLA/NASPL event, the World
Lottery Summit in Montreal last Sepiember.
It was delivered by Professor Michael Porter
of Harvard University and maybe the most
renowned management academic/consultant
in the 11.S. He talked about how corporate
social responsibility is much more than a
useful adjunct 1o a public relations agenda.
The consumer has become aware of the cul-
ture and ideals of companies and they now
seek 1o affiliate with companies whose val-
ues and ideals are similar to their own. Think
Whole Foods, Apple. Starbucks, Toyota Pri-
us. Think about how Nike had to re-arrange
its whole manufacturing apparatus because
using low-cost labor in foreign countries
conflicted with the world-view of the status-
conscious consumer who paid a premium
for their shoes. Professor Porter pointed us
in the direction of understanding the tremen-
dous intrinsic value 10 society that Lotteries
possess and encouraged us o find ways o
really integrate it into the brand.
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European lotteries are ahead of LS lotteries
in this because their markets are being opened
up to competition, especially in Intemnet gam-
ing. 5o they are being compelled w leverage
every aspect of their model 1o add value 1o
their brand. More so than LS. lotieries, they
really need 1o differentiate themselves from
the commercial operators, and find ways to
brand that difference. So they're blazing a trail
for us in Europe and we'll learn from them and
likely apply some of their methods in the 1.5,
It is not an easy thing to do because it’s not just
a miatter of talking about the Good Causes that
Lottery supports. I's a more nuanced chal-
lenge to create that emotional bond, and brand
that connection, in ways that truly add value 10
the relationship between Lottery and player—
and society at large.

My team just got back from a corporate
responsibility and responsible gaming confer-
ence in British Columbia which opened their
eyes Lo ideas that are just nol prevalent yet in
the U5, But we need o actively seek out the
ideas that may not be top-of-mind right now
but are emerging and will be important in the
near future,

I heve been thinkine abds the com ept of
micrmareine risk and avording prstakes. Ani ]
WYTARE i B nkong et the Buraedn of presdl ford
el it e weith those making 1 e
@ pheke appaonine clnge aee il e
thi yprectutions fo defend their posi
Il sty fo e theet we shondd Tovak ior il
decision to not move forwerd with o prew
proposal as iself bein
Shonldn’r wie consider the ¢

fid et forwalrcl W o preas sl B
IIII T A i 'Illlll.}lllllll" FEVERAEY (L

R. Hargrove: You're preaching to the
choir, 1 don't disagree with your basic point,
but would point out that lottery directors re-
ally must avoid putting their brand or their
reputation for integrity and security at nisk.
Even so, lotteries would clearly deliver more
funding 10 Good Causes if they were 1o apply
a more effective risk-assessment model, with
cost-benefit analyses that gave more weight 1o
the cost of delaying decisions to move forward
with positive changes.

There is another impediment to progress
— namely, the impulse o over-reach with
ambitions that are not likely o be adopted,
I don’t think I've ever been accused of lack-
ing the will to push for positive change. Buit
seeking radical transformation may be the
bigger impediment to real progress, Real-
izing progress in the real-world is first and

g

foremost a matter of practicality, how best to
make it happen. And when attainable prog-
ress reguires the support from the leadership
of the industry, as it often does, we need o
shape our efforts to recognize that reality.

Prwerball increased by soame 785 in M of

o 20001, Prety plienomeral

NI 2 over 4 ¢ J

R. Hargrove: The main thing it implies is
that the way to expand the portfolio of games
in the lotto category isn't so different from
the methods that worked so well for Instants;
Multiple price-points and differentiation of the
games. The core lotiery players understand the
games and will play to maximize value. So the
pathway to increased revenues is a variety of
price points, which is not a hard thing 1o do;
and more variety in the games o appeal 1o dif-
ferent player styles and buyer motives, which
isn't so easy and requires more creativity,

One of the big changes to Powerball was
that, in addivon o bigger jackpots, there
would be more millionaires. We've just had
our S00th millienaire since changing Power-
ball to 2. Five hundred millionaires in just
over a year! That's pretty exciting and it cre-
ates lots of great local press. Bul we'ne not
resting on our laurels. We are looking for even
meore enhancements to increase interest in the
$40 million starting jackpot and to ensore that
the revenue growth continues,

|I |"I|||'.'|'. iy i .'.u I WAl CoRsuhnerT AT |I.|' § M
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R. Hargrove: Surveys that ask about things
that people are not familiar with do not abways
yield accurate information. As Steve Jobs sad,
surveys would not have revealed consumer in-
terest in any of the innovations that Apple pro-
duced because the consumer does not know
what they will like until they see it and under-
stand how it makes their life better or, in the
case of gaming products, what they will think
is cool and fun w play. That does not mean
we shouldn't survey or pay attention to sur-
vey results; just that we should consider their
limitations. As you point out, there are surveys
which indicate that Mobile will be the device
of choice for young adults to connect to the In-
ternet. Clearly that has important implications
for the Lottery industry, and we dismiss such
findings at our long-term peril. #

www, TNlottery.com
www. World-Lotteries.org
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ies should want to create a customer base that
migrates back and forth between off-line re-
tail stores and online. The online relationship
is what will inform every aspect of product
development and promotion. It also creates
the opportunity for the operator to commu-
nicate directly with the player. New product
ideas and promotions can be delivered on-
line that drive off-line retail sales. It is ofien
said that we need to go online because that's
where the consumer is. The reality is we need
to migrate the consumer to online because
that's where the operator can create the con-
nected refationship that will drive success in
the off-line world as well as the online world,

Hewwe ey vou see the ULS, market evolving

in the inferaciive space?

I. Rosen: We see a trend towards best-of-
breed 1o deliver superior performance. Clearly,
innovative content is key for success and it is
going 1o come from multiple suppliers. There
really is no technological obstacle 1o enabling
adynamic flow of content coming from a num-
ber of sources. Obviously the lottery needs to
maintain the highest standards of quality as-
surance and security. Many vendors are not
able to meet those high standards and that fact
reduces the number providers down 10 only
the best and most experienced and qualified.
The same has happened in the Casino land-
hased market and it happens in online as well,
We might call it the multi-sourcing model, en-
abling a larger number of commercial partners
1o help lotieries innovaie, evolve, and deliver
the maximum value to the consumer. The goal
is to produce the best operating performance
1o maximize profits for Good Cauvses. And it is
vital that lotteries clear a path for that to hap-
pen. Mothing stifles progress more than the in-
ability to exercise freedom of choice. The pri-
vate iGaming industry in Europe has already
reached a maturity of technology integration
that has become a de-facto standard way of
working between experienced game providers
and a central management system. This model
has been adopted by lotteries in Europe as well
and will probably make its way into the US
market as well. In fact, the Canadian lotteries
are adopling a similar strategy as they prepare
to introduce their second phase of online offer-
ings. But the movement towards multiple sup-
pliers does need o be driven by the operator,

Your NeoSphere is a platform thar facili

fettex the infegration and fnrer-operability of

mudiiple game content plaiforms?

l. Rosen: Exacily. Among other important
modules for Player Management, Customer

Care, Marketing, Payments and more, our
MNeoSphere includes a Game-Server module
that has a dual-end integration ability. On one
hand it connects with existing iGaming or il
ottery PAM (Player Account Management)
systems and on the other hand can connect 3rd
party game libraries to it. It may sound com-
plicated. but in the iGaming industry it is real-
Iy an almost de-facto standard that was created
in recent years to facilitate the basic desire of
iGmaing operators o add significant content
providers into their offering. This module has
been implemented in lottery operations all
around the world and works well,

\v @ supplier (o i-paming operators, Neo
r.l-g.'i.'.'r'-. decided 1o focuses on fitery |.II.'_;." -
ernment-sponsored operaiors. Why was thar?

l. Rosen: We do have pood relationships
also with our regulated private gaming op-
erators in Europe. The thing is, our focus has
always been on the soft-gaming products that
appeal 10 the lottery player. We have found
that the core customer base of commercial i-
gaming operators is the hard-core gamers play-
ing Casino and Poker games and not the sofi-
gaming products like Lottery Instants, We have
also found that the hard-core gamers do not
tend to convert over and play the soft games,
Instants are becoming a side-dish to their main
mieal. The hard-core gaming market is focused
on making high revenues from a relatively very
small number of VIP players. It was only natu-
ral for us to see that, given our corporate DINA,
our suceess lies with Lottery and so therefore
our focus should be on cooperation with lot-
teries. Instead of small target group of high-
profit VIP players, Lottery focuses on a mass
audience brand with customers seeking lower
risk entertainment products and marketing ap-
proach that is consistent with that as well. For
Lottery, our products are clearly the main dish
on the menu and that’s why our innovation
flourishes in the Lottery space.

Our most recent addition 1o complete this
offering is our new Bingo platform. Bingo
is 4 soll-game that migrates lottery into the
realm of longer-play, higher-entertainment
consumer experience. We believe that US
lotteries will in lime be able 1o launch Bingo
solutions to their markets and that it will be-
come an integral part of their offering

The percentage of gaming done on mobile

iy increasing faster than any other channel,
Wan't Mobile diive a further re-imention of
the games themselves!

I. Rosen: The mobile business is the fast-
est growing channel for our customers and

&

we are highly invested in the goal of help-
ing lotteries take full advantage of that space,
We started very early with Mohile, 2009, For
a long while, revenue growth in the Mobile
space as very slow. Only once the smart-
phone market reached a mass penetration,
a tipping point occurred and we now see a
striking hockey-stick jump in revenues, For
the moment mobile revenues are at a point
of =25% of the online revenues. But they are
growing fast, Due to this, we've tripled our
investment in the mobile team across the dif-
ferent layers and we are planning to almost
double our offering in 2013 from abouw 14
games we have today to as many as 25 early
next year. There will be a focus on optimized
versions for Tablets as well as mobiles.

Lastly, an fmportant part of an effeciive
enline program s it ability to cross-promor
with land-based rerail, and otherwize enlist

the suppart of retaifers

I. Rosen: Obviously the issue of how 1o get
the retailers support is of a highest importance
to lotteries in the US. | know that US lotteries
have been shown numerous cases from Eu-
rope demaonstrating that launching online did
not hurt retail sales at all. Actoally, retail sales
grew even though the approach of European
lotteries did not include deliberate strategics
to support their retailers, certainly not 1o the
extent that North American lotteries are doing,
One strategy 1 have seen for helping the dif-
ferent channel partners to adapt to change is
to identify the 3% who are leaders and focus
on them and get their support. Change of any
kind relies on the leadership of a small group
of early-adapters, Once others see how change
benefits them, they are more willing 1o jump
on-board to be a pan of the leaders of the fu-
ture. The case of Loto-Quebec and how they
have built a cooperative relationship with their
retailers is impressive, They have shown that
it’s not only possible, it actually benefits all
parties including retailers.

We just need to communicate with all our
channel partners that an effective online strat-
egy both expands the market by bringing in
new consumer groups, and engages the cur-
rent customers in a multi-channel approach.
As has been repeated in various interviews
in your magazine, Paul, the lottery player
who buys through more than one channel is
a much more engaged and loval customer,
Everyone wins, including the land-based re-
tailer. And this fact is being demonstrated in
lotteries all around the world, 4

www Neogames.com
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fact, it seems like the concept of innovation
in lottery has become almost synonymous
with new media technologies, 1 think that's
a mistake on two counis,

First, retail is where Lottery’s sales have
always come [rom. Land-based retaml ac-
counts for 99% of our sales. Maybe that will
change a little as lotteries begin to sell over
time. But dont expect major change because
that will not be happening for the foreseeable
future, Witmness the growth rate of Internet
sales in lotteries with mature i-lotiery pro-
grams, The Canadian lotteries and many in
Europe and Australia have been selling over
the Internet for many years and land-based
retail still accounts for over 9% of their
sales. Finland and a couple other lotteries
have deliberately moved a larger portion of
their sales over 1o the Intemet. But they are
definitely the exception,

Second, there is huge potential to innovate
at retail. 1 think we will see quite interesting
changes in the retail space. Leaders in the
consumer products marketing space are rec-
ognizing that the business will never migraie
en masse lo the Internet, So there is a lot of
very exciling activity in the business of retail
and creating a more enticing consumer expe-
rience at retail. 1 also would like to weigh in
that the pathway for innovation exists in all
areas of the business, including or perhaps
even especially land-based retail. And that
we should not think that the Intemet is go-
ing to “change everything.” It hasn't and it
won't - not for the way that lottery is distrib-
uted. Retail is king, and we need to allocate
our resources and creative energies towards
optimizing the consumer experience af retail,

Powerball has performed very well after
the increase in ticket price to 32. Mega Mil-
fioms has net done so well, The ageregate re-
sults are a significant net increase, so that's
good, But don't vou need a betrer pathway to
sustainable growth?

B. Roogow: Of course. These games are
presently based on high jackpots. We need to
find ways to refresh the product and engage
the consumer without depending on straio-
spheric jackpot levels. The constant re-set
of consumer expectations 1o higher jackpot
levels produces an unsustainable business
model. Mega Millions is already struggling
to beat this syndrome, The Powerball brand
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is strong enough right now but it's hard to
imagine how even it will be able to keep hit-
ting expectations that get bigger and bigger.
Mega Millions is looking at ways to renovate
its game, to refresh its game. | believe they'll
move forward on that in the near future.
Powerball is also looking at ways to make
the game more exciting. Both games need to
provide prizes that capture the imagination
of the public with a wide variety of lower
level prizes. And yes, creating a strategy for
long-term sustainable growth is definitely
top-of-mind for all of us.

And how will the pending national Pre-
minm game be integrated inte the mix?

B. Roogow: The Premium game will
likely have a %5 price point and be posi-
tioned differently in many important re-
spects. That's the challenge with launch-
ing the Premium game. We need to have a
clear plan on how we'll make the Premium
game worthy of national publicity. We need
to have a more comprehensive strategy for
engaging the public on a national level, as
opposed to a new game that is offered in dif-
ferent states but with a promotional mecha-
nism that is essentially local 1o the state. [
believe that for the new Premium game to
work, we need maximum participation from
all the lotteries. Then, we need to engage
major companies, big consumer products
brands, to get involved in co-branding and
collaborative promotions of the game. We
need to overcome obstacles to distribution
through national chain stores, the “big-box™
stores. We need to have a strategy to loop in
social media in a big way, We need to have a
larger varety of prizes, including experien-
tial prizes, like exotic trips and Super Bowl
tickets and the kinds of experience or prizes
that corporate participation is needed for us
to make it happen. Hopefully it will include a
television component and perhaps other na-
tional media partners. The thing is, we need
a national audience and we need to think and
act like sophisticated marketers who succeed
at this kind of grand plan to launch a new
national consumer products brand.

The mulri-state games have always been
managed by the MUSL and Mega Millions
Groups, | wonld think that NASPL counld
help the process. Does NASPL have a role

in this?

B. Roogow: NASPL is not going to try
to take the place of MUSL or Mega Mil-
lions in terms of game design or adminisira-
tion. But NASPL could assist with research
and surveys that contribute 1o our common
goal of understanding consumer behavior
and how that manifests itself in the lottery
industry. NASPL also is the only organiza-
tion that represents all the loneries. So it
already needs 1o have a refined process for
managing the message for our industry and
for getting that message into the national
media, And NASPL is spearheading efforis
to consolidate positive relationships with the
retailers and the retailers” associations; and
studying ways to improve performance at re-
tail. NASPL could play a major role by try-
ing to get some of the big-box stores to carry
our products, The basic idea is that NASPL
would like o use its resources o help its
members in any way it can. But NASPL does
not and will not have influence over the man-
agement of the multi-state games,

L know there are limitations towhat NASPL
can do in the realm of political action. Bur
insafar as it is in the imterest of the majority
of the membership, couldn't NASPL use fis
pasition, as spokes-person for ifs members,
1o assert a political action agenda?

B. Roogow: Absolutely. 1 don't know
that 1 would characterize it as a “political
action agenda’. But NASPL can and should
contribute 1o the national dialogue on mat-
ters that affect its members so profoundly
as regulatory legislation does. 1 think we
showed that we could do that in Decem-
ber when NASPL organized the mission of
lotiery directors to meet with legislators in
our nation’s capital to inform and educaie
them on the implications of the Reid-Kyl
Bill. That bill, which would have severcly
impaired the interests of states, their lot-
teries, and the Good Causes supporied by
lotterieswas not brought forward, 'm sure
there are many factors contributing to that
outcome;however, NASPL and its members
did play a role in that process. 1 do believe
that NASPL can play an even more substan-
tive role in the national legislative dialog.

What is the state of the National Standards
Initiative (NSI)?

B. Roogow: Procurement is so much



different for lottery than other governmen-
tal agencies. The N8I is an ambitious effort
1o raise the standards for government pro-
curement as it applies to lottery, and io get
lotteries onto a common [T platform that
enables us to collaborate more efficiently.
We're continuing to promote the NSI so
that all lotieries can be on a similar plai-
form. Many states have adopted it and we
hope that all states, or as many as possible,
will become certified. It is a dynamic pro-
cess, evolving and improving over time and
to keep up with changes in the indusiry.

PGRI is one of many whe appreciates
the ability to be a part of NASPL that the
affordable  Associate Member program
makes possible,

B. Roogow: NASPL has to continue to
expand its outreach to vendors. The Associ-
ate Membership program has been incred-
ibly successful. 1t's good for you but it is also
very good for the Association; nol so much
for the income it generates, but for engaging
a hroader cross-section of support from peo-
ple connected to lotteries. Basically it greatly
expands our stakeholder base which is so im-
portant for us 1o do. Now we gel advertising
agencies, game design firms, publishers like
PGRI and Lafleurs, and many others who
become interested partmers in our mission to
serve the members and the industry. David
Gale is just providing terrific leadership in
this area of reaching out to the community of
COrporate sUpponers.

Designing Contracts that drive perfor-
mance, encourage innovation, and lower the
barriers to entry into the lottery industry

To whar extenr is operarional effective-
ness, and in the end business performance
and results, determined by the contracts thar
define the relationship between lotteries and
their commercial partners?

B. Roogow: As marketers of consumer
products, lofteries operaie in a business en-
vironmenl that other governmental entities
do not. Still, lotteries also operate within the
forms, rules, structures, and culture of gov-
ernment. Our procurement processes are
geared towards acquiring goods and services
al the lowest price possible. The resull is good
in the sense that the competitive environ-
ment has resulted in a business model with

phenomenally low overhead and business
costs. It is not necessarily good in the sense
that lottery, as any business, is about much
miore than keeping costs down. In fact, keep-
ing costs down is only half of the equation, or
less than half of the equation. The other half
is producing the desired outcomes, Increas-
ing sales would be one of those outcomes that
needs more focus. Contracts that support bet-
ter alignment between lottery operator and its
commercial partners would keep costs down
and create the poiential for producing a far
better outcome. This i1s a problem because
lottery 15 a fundamentally top-line dnven
business. The margins are very high so any
incregse in sales produces income that way
offsets any increase in costs. | am certainly
not advocating that we be less prudent in
cost control. 1"m just pointing out that lotter-
ies should function more like entrepreneurial
enterprises and focus on outcomes as well as
costs. And that goes back to the contracts that
lie at the heart of how lotteries collaborate
with their commercial partners to produce
those results. We need to evolve the ways that
contracts are designed to elevate the focus on
sales and other outcomes,

I would think thar stare legislators might
leok at results being produced where a Pri-
vate Manager has the latitude to operate
mare entrepreneurially. And then, instead of
turning the business over to a Private Man-
ager, they simply employ the *best practices’
thar are observable in those operations, or
any operations for that matter. They might
observe that increasing the advertising bud-
get and allocating more resources towards
retailer support and enlisting more refailers
produces an RO thar is complerely aff-the-
charts. What is the likelihood of something
like that happening?

B. Roogow: The procurement laws that
lotteries operate under are not designed to
support a market-driven enterprise. But |
agree that change is happening. State legisla-
tors are ohserving these different attempts at
new approaches. The Private Manager model
should open their minds to the rich possibili-
ties that various approaches to outsourcing
and incentivized contracts could produce.

Hew can contracts be designed 1o smooth
a path for third-party solutions to be integrar-
ed more easily into the business operations?

o4

B. Roogow: Let's look at the Instants
side of the business for part of the answer 1o
that. Most lotteries have contracts that assign
a prime vendor but include the option to buy
from additional vendors. So, vendors other
than the prime can propose great ideas that
the lotiery can choose to implement. The on-
line contracts are more problematic because
there is a big up-front capital investment
with the installation of a central system and
terminals and such. Bul as innovative solu-
tions are being developed by a larger number
of vendors, lotteries do need to adjust the on-
line contracts 1o facilitate the acquisition of
these third-party solutions.

Like myself, many lottery directors pre-
fer to work through as few a number of ven-
dors as possible. There are costs 1o bidding
and establishment of new vendor relation-
ships that we like to avoid if possible. So we
try 1o persuade our primary systems vendor
to enter into contractual relationships with
software and third-party solutions provid-
ers that enable us to obtain new games or
transaction-processing  technologies such
as Racetrack games or Pay-at-the-Pump
technology, You're right, though, that the
framework that facilitates that staris with
the prime vendor contracts. Stipulating
terms and conditions that mandate coopera-
tion and providing incentives that enable all
parties 1o share the rewards must be built
into the contracts. As our understanding of
these issues improves, that should be a very
doable thing.

But state procurement rules can still be an
intractahle ohstacle, correct?

B. Roogow: Nt necessarily. But the prob-
lem is that nothing happens quickly in state
government. Markels, consumer tastes, lech-
nology .. everything is changing quickly. And
now we were just talking about how changes
in contract design could help 1o create benter
alignment between lotteries and their vendors
and to smooth a path for third-party solutions,
The problem isn’t that state government and
their Iotteries can’t adapt. 1t's that by the time
we adapt. everything has moved on to new is-
sues so it is difficult to get in step with what
needs to be done right now. &

www.dclottery.com
www.naspl.org
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on emotion as anything else. We need our
brand 1o evoke an emotional response from
the consumer. It's not just about selling the
product. It's about connecting with every-
one, and the connection thal matters most is
largely emotional, We need the retailer to feel
good about the Lottery, the products, the Lot-
tery people they interact with and the image
that the Florida Lottery represents, We need
the general public to feel good about the Lot-
tery and to connect with us on an emotional
level regardless of whether they like to buy
Lottery products. The same is true of our po-
litical constituents. And we need the stafl at
the Florida Lottery to have a deep, emotional
affiliation with their mission and to have a
sell-image that reflects the positive and ambi-
tious goals we have for the Lottery. In per-
haps the most important ways, branding is all
about that emotional connection.

Florida's Way to Play is our brand platform
and heads up what we call our “essence state-
ment.” IU's not a tagline or mission statement,
It’s our guidepost that includes an emphasis
on emotional content, the True North that we
refurnied to on a regular basis 1o make sure we
staved on track. Once we had that, everything
else followed and fell into place.

I would think thar grasping the emotional
essence would be a tricky thing o accomplish.

C. O'Connell: It's not like we sat down
and ruminated about the emotional essence,
but it was an underlying objective throughout
the entire process. Instead of measurable ob-
jectives, we worked to clarify our aspirational
goals, and used that as the guidepost for our
research questions, It's crazy it had to be so
complex, but we just felt like we should use
this opportunity o refresh not just the brand,
but our corporate mission,

Did vou set our in the beginning with

these broader oljectives, or did they sort of

reveal themselves as vou went along in the
process! Did vou have to adinst the budget
upwards as vou saw how much more could
b accomplished?

C. O'Connell: Actually, we could have
gone higher in the budget. In some ways, this
process sidestepped some of the conventional
activities imvolved in a major rebranding. In
fact, we started out with more on the agenda
in terms of surveying and redoing POS ma-
terials and creating the brand guidebook. 1
wasn't comforable with the direction things
were going and decided to cut through some
of the conventional procedures that 1 feh
were interfering with our ability to grasp and
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pursue the real purpose of the rebrand.

Which ix ro creare that emotional connection,

C. O'Connell: Well, ves, but in terms of
execution, o make it all happen more quickly
than standard operating procedure would nor-
mially allow and avoid spending money whene
1 did not think it was making a difference.

It sounds like the concept of vebranding
invites a level of Imagineering that can ger
aut of contral, not just costwise but also
fosing focus?

C. O'Connell: You're absolutely on the
mark. Some people approach it from the point
of view of “out with the old and in with the
new.” | feel that it's important to first identify
and capture the positive aspects of our cultur-
al heritage and image and to celebrate those
Just as much as promoting the new changes,
We're trying to set the stage for the next 25
years, There is so much for the Florida Lot-
tery to be proud of in our first 25 vears, and
we certainly don’t want to lose that. We want
to celebrate that,

You know, operational efficiency and busi-
ness effectiveness are hallmarks of our brand
ton. We want the rebranding effort itself to be
a reflection of those core values. So we want
the effort to reflect a willingness to use what
is still useful, and to respect the asset value
of all that has transpired prior 1o the rebrand.
And we do not want the appearance of an
extravagant campaign, That would not only
be wasteful, it would not be consistent with
our core values of efficiency, prudence and
respect for the traditions that have made the
Florida Lottery the success that it is today.

Yo talk abowr the emotional conmection,
using that word a number of times, That
seems to point at the aspect inwhich rebrand-
ing isn't just about image and perception.

C. O'Connell: In the end, perception al-
ways caiches up o reality. The emotional
connection is what's genuine and real. The
emotional reality shines through without de-
ception or obfuscation. It's got to be genuine.
That is why everything we do, the advertising
and promotion, needs o be true o the cone
values that the Florida Lottery stands for,
Without that comes what psychologists refer
to as a cognitive dissonance, a perception of
the world that is conflicted. Nothing limits
the clarity and impact of your messaging and
image more than that, Everything must align
s that the consumer has a simple, straight-
forward and consistent impression of who
you are and what you aspire 1o be, And the
litmus test for that shines brightly in the emo-

g

tional connection,

We felt that it was important o remain con-
sistent with our raditions, and o ensure that
we preserved the emotional connection of the
old logo and transition it over Lo the new logo,
And so we did that through color schemes
and similar design patterns that kept that emo-
tional hook intact. There is an invisible thread
to the past that can be extended but mustn't
be broken. We just brought it to a new place.

So we looked decply inside our own or-
ganization. And we did extensive research
on what people outside of the organization
thought of us, how they felt about the Lottery,
Then we worked collaboratively with our re-
tailers to set the tone for a mutually reward-
ing relationship going forward. It wasn’t until
all this was done that we began to think about
the logo itself, and to survey people’s feelings
about the logo. The overwhelming consensus
was that it was time for a refresh.

Bur you kept the flamingo.

C. O'Connell: Yes! We did not realize it at
the outset, but everyone loves the lamingo. It
absolutely is one of the pillars of our whole
rebrand. We call it Flamingo Pride. Integ-
rity, funding for good causes, player protec-
tion are some of the values that all lotteries
stand for, But what makes the Florida Lottery
unigue? The rescarch revealed that the old
brand evoked an emotional affiliation with
images of setting sun, calm waters, tranguil-
ity and trust. Bul not excitement. We wanted
to migrate 1o today’s social media environ-
ment, which is engaging, active, vibrant and
miowing. The research also showed that the
iconic flamingo was the one item that retail-
ers and players said we could never abandon,
We live in a beautiful state with great weather
that attracts visitors from all over the world,
We want to celebrate with everyone the spirit
of joy and optimism and energy of being a
Floridian. So the flamingo had 1o stay and
just be recast to be the symbaol of youthful,
fun-loving exuberance. That's what Flamin-
2o Pride is all about.

Expressing Flaminge Pride in vour logo
goes a long way toward preserving that
emotional connection that's been a part
of the Florida Lottery from the beginning,
That probably gives yvou a lor more flex-
ibility to be edegy or adventurons in other
aspects of the rebrand?

C. O'Connell: That's it exactly, Fla-
mingo Pride became the anchor, the pillar
of our image and with that set in stone, we
are able to play around with many different



ideas and approaches.

For instance, we are hard-wired to not mess
with the flamingo and we do not use that im-
age in anything other than the logo — almost
a reverent respect for that flamingo. So we
generated a lot of buzz and kudos when we
digressed from that rule and had the flamingo
actually wink in an animated commercial,
Shocking! Scandalous! But be assured that
kind of daring will not likely be repeated any
time soon!

That's so funny. It's like that one tiny little
wink sort of pokes fun at the whole status of
the flamingo as a precious icon. So the mis-
sion was (o preserve the image of trust and
cultural heritage, but add in excitement for a
one-two punch,

Your rebrand is not just a consumer-fac-
ing campaign. Instead, yvon looped every-
bewdy in 1o the process, Were yvou clear thar
vou wanted this all-inclusive appreach from
the very beginning, or did it sort of evolve
as vou wenf through the process?

C. O'Connell: | was very clear on that
from the beginning. My professional experi-
ence prior to this was the rebranding of two
universities, both multifaceted, billion-dollar
enterprises. | saw some things that worked
well and many that didn’t work, If you do
not engage all your stakeholders in the pro-
cess, then they will not help you implement.
Therefore, they must be part of the process to
actively suppaort it and help vou implement..
Frankly, we were careful 1o draw lines of re-
sponsibility and influence. We enlisted every-
ome’s support but did not subject the matenal
decisions to any kind of consensus-building
process. Transparency and buy-in is impor-
tant, But it's also important to avoid decision-
making gridlock or bland creative resulting
from attempts to integrate too many opinions,

Robert Hazen .. coniirued rom pags 42

ic lottery board, the use of holographic games, es-
pecially on higher value tickets, will significantly
discourage counterfeiting, while at the same time,
visually enhancing the performance of the games
on that it's used on. We're cumently developing
multi layered holographic patterns with changing
images that will provide an even higher security
barmier against counterfeiting.

Have there been any recent innovations
with vour foil and folagraphic technodogy?

R. Hazen: Hazen Paper is always at the fore-

front of technological innovation with its foil and
holographic materials. With foll, our objective

I would think the business of rousing a
big public relations bump in the beginning
woiild be easy. But what can veu oo fo sus-
tain and extend it into the futre?

C. O'Connell: Well that is the elephant in
the room. That's why you need to look way
past the basic pillars of logo redesign and the
marketing campaign. You have got to look at
your entire portfolio of games, how you oper-
ate the business, and how you compete in the
marketplace. You've got to look hard at the
future, visualize who you’'re going to be, and
translate that back into action plans that can
be implemented today.

Nobody likes change, including yours
truly, That disposition probably  informed
my approach to ensuring that we not lose the
assel value of our brand as it has been built
over the past 25 years. But we do have to re-
fresh and create a new energy. That requires
change, and so we embraced the opportu-
nity to reassess everything about the busi-
ness. We moved deliberately but cautiously.
For instance, it's true that we knew late last
year that Mega Millions was approved for
us 1o launch, But we wanted to wait for just
the right timing to take full advantage of this
event. We're launching Mega Millions in

May now. We need 1o eke out every ounce of

value from everything we do. So we did not
wint (o do the Mega Millions launch at the
same time that we were getting all the media
attention for our rebrand. We did not want 1o
diminish or distract from the rebrand. We do
have some new games, We are placing addi-
tional media against key initiatives. But the
challenge is that we've got 1o do more of the
same, and yet do it differently, and do it with
our existing portfolio of products.

It suere ven wsed the rebwand as an oppor-
tunity to revitalize and motivate vour retailers?

has always been to increase the reflectivity of
the foil board to maximize its visual appeal. To
accomplish this, we recently started laminating
our foil to the coated side of lottery board, which
has resulted in a significantly more reflective foil
product. Our coatings and adhesives have been
developed to meet the stringent security require-
ments of all lotteries across the globe, and to com-
pliment each printer’s printing technology,

We are cumrently in the process of introduc-
ing a new foil product called Transfer Reflector
Envirefoil® which is our boghtest foil product
ever. It can best be described as having “mirror
like" appearance. This particular product has

®

C. O'Connell: Yes, in a number of ways.
The new %25 Instant game enabled them to
make more money. We designed and imple-
mented lots of new and different promos. We
did a comprehensive thank-you card campaign
that is still going on. Thousands of Bright Fu-
tures scholarship recipients signed thank-yvou
cards, and we staged fun events to give those
cards to the retailers, Many of the retailers
created beautiful displays right in their stores.
They love them because it in effect is a testimo-
nial for them. And we love them because they
promote the Lottery. We did ads thanking our
retailers, complimenting them for their con-
tributions, and promoting goodwill that also
helps the retailer connect with the consumer,
We did something we called a “cup promo-
tion” in which we distributed four million little
heavy-duty Styrofoam cups for promotion
throughout retailers in Florida, Customer who
bought multiple tickets received a free cup of
coffee — in a cup with the Florida Lotiery logo,
The retailers loved it, and it got our logo into
the hands of four million consumers. Now
we're Jooking at additional ways o remuner-
afe retailers through incentive programs with
the launch of Mega Millions,

We think of the consumer as being the
customer. But for the Loteery, the cusiomer
really is the vetatler, isn't it?

C. O'Connell: Right on so many levels,
We had numerous retailer focus groups to
help us betier connect with them and, yes,
we do absolutely think of the retailer as be-
iNg our customer,

Congratulations for setting the Florida
Lottery on course for the next fabulous
25 years! #

www.flalottery.com

been used extensively in decorative and tobacco
packaging to add an element of enhanced value.

With our holographic board, we are in the
process of introducing a new line of patterns that
combine all three of most powerful elements of
our holographic patterns together. These new
patterns integrate our new Lens technology with
changing colors and moving shapes to create the
muost eye-catching holographic patterns that we
have ever introduced. The New Jersey Lottery re-
cently launched a 320 game using our new “Star
Struck™ Lens pattern, and the sales of this holo-
graphic game are exceeding their expectations. #
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FLORIDA RE-BRAND: A CASE STUDY

continued from page 25

was an opportunity to do more with the fla-
mingo, W0 bring him (o life in a stronger way.
Our research showed that people have such
a strong affinity for the flamingo, that it only
made sense o keep the flamingo and add more
personality. When we showed the new logo
side-by-side with the old logo, survey partici-
pants felt even more strongly about updating
the old logo. The new logo evokes greater
interest, more energy and excitement, and a
broader appeal which we hope will generate
more revenue for the Lottery and increase our
contributions o education. O course, we Jove
the old logo, and it will always remain a pan
of our history.

B. YEAR OF THE FLAMINGO

With a variety of moving parts, from the
approaching 25th anniversary to a compre-
hensive marketing and communications plan
that was guiding our efforts, the “Year of the
Flamingo™ served as a brand wrapper that
encompassed all rebranding initiatives.

The purpose of the "Year of the Flamingo™
was to also serve as an umbrella theme 1o
clearly and effectively communicate the core
messaging of the Florida Lottery’s past 23
years and our vision for the future,

The “Year of the Flamingo™ kicked off
in September with the introduction of our
transitional logo, a modified version of the
former logo, which featured the familiar a-
mingo but replaced the background with the
“25 years of winning” and “Year of the Fla-
mingo” slogans, The transitional logo was
designed to be a reflection of our proud pasi
while foretelling a new look to come.

The Lotiery also carried out a number of
campaigns as part of the “Year of the Fla-
mingo.” The first was hosting lee Cream So-
cials at 13 of Florida's colleges and universi-
ties to recognize Bright Futures scholarship
recipients. The Bright Futures Scholarship
Program is primarily funded by the Florida
Lottery, so we wanted to stop and celebrate
the program and the promise of these young
students as they study and prepare to carry
our state and world into the future.

Next, in an effort 1o send a giant “Thank
You™ to our retail partners, Lottery retailers
were presented with oversized “Thank You™
cards that included hundreds of college si-
dent signatures collected at the Ice Cream
Socials events. We felt the “Thank You Retail-
ers” campaign was appropriate as our refailers
are the backbone of our organization, the ones
selling the tickets, and their efforts o promote
and sell Lottery tickets deserved recognition,
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We also launched new games as part of
the “Year of the Flamingo” celebration that
combined both nostalgic and reimagined ele-
ments. The special 25th Anniversary Edition
MILLIONAIRE ticket, reminiscent of the
Lottery's first Scratch-Off ticket, offered play-
ers the highest prize payout percentage ever
in Florida Lottery history with more than five
million winning tickets. Plus, like the onginal
MILLIONAIRE ricket, the game featured a
second chance giveaway of a $1 million cash
prize. In addition, the Lottery brought back a
player-favorite raffle game, in the form of the
25th Anniversary MILLIONAIRE RAFFLE.
This raffle not only offered a Grand Prize
drawing on New Year's Eve, but also offered
six weekly drawings for $1 million!

C. IMPLEMENTATION/EXECUTION
1. Messaging

To successfully communicate the new
brand, we developed core messaging fo-
cused on the 25th anniversary, education
funding and specific messaging to expand
upon each brand pillar. The messaging was
tailored o each of our key audiences. The
audiences identified in the initial branding
strategy included: employees, consumers,
retailer, stakeholders and the media.

Employees: We used a number of me-
diums 1o communicate with employees
during the rebranding process, including a
monthly newsletter, monthly meetings dur-
ing which a new brand pillar was revealed,
frequent updates on our Intranet site, and
we staged special logo unveiling events for
employees in offices around the state,

Consumers: We communicated with our
players in a variety of ways, beginning
with the launch of our new website that
went live the same day the new logo was
revealed to the public. We also used our
social media platforms, where in addition
to frequent posts, we held a T-shirt give-
away contest on our Facebook page,

Retallers: It was necessary to keep our
more than 13,000 retailers in the loop
about the upcoming changes in order to
have their support in advance of the logo
unveiling, During meetings with both our
corporate chains and Lotiery sales repre-
sentatives’ visits to independent stores, we
teased the rebranding to generate interest
in what was to come.

Stakeholders: The outreach 1o our stake-
holders was executed by sending let-
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ters to the Senate President, Speaker of
the House and Cabinet Members, which
touted our accomplishments and shared
our vision for the reimaged Flornda Lot-
tery. We also provided supporting docu-
ments that included 23-Year Milestones,
Commitment to Education and Economic
Impact Fact Sheets.

Media Relations: We developed a com-
prehensive media outreach  plan com-
prised of informative whiteboard videos;
press kits that included b-roll an info-
graphic and fact sheets (also distributed
in Spanish); a press conference; targeted
pitching to statewide media; and media in-
terviews. We also updated our boiler plate
and taghne used on all press releases,

2.Logo Unveiling and 25th
Anniversary Events

While the hrand re-launch was just one
aspect of the 25th anniversary commemora-
tion, it was the most high profile. Therefore,
containment of the new logo was the num-
ber one priority throughout the planning
and implementation phase. Each vendor,
consultant and anyone not employed by
the Loitery, included people surveyed in
the focus groups, had to complete a non-
disclosure agreement. The new logo was so
heavily protected that prior to the unveiling
events held for Lottery employees, less than
five percent of our staff had seen it.

The week leading up to the Florida Lot-
tery's 25th anniversary of ticket sales, we
unveiled a new logo and held several 25th
anniversary celebration events o commem-
orate a quarter century of Lotiery achieve-
ments for education.

On Monday, January 7. Secretary
O"Connell unveiled the new logo and brand
identity to the media, public, industry rep-
resentatives and two former Flonda Lot-
tery Secrefaries at Lottery headquarners in
Tallahassee. Florida Secretary of State Ken
Detzner participated in the event, unveiling
the Lottery’s new FLORIDA TREASURE
HUNT Scratch-Off game, which included
multi-organizational partnerships 0 cross-
promoie the game and the 500th anniversary
of the European discovery of Florida.

Concurrent with the Tallahassee unveil-
ing event. the Lottery’s mobile stage, an
18-wheeler Showvan featuring the new logo,
was revealed in Miami o the Hispanic mar-
ket via Telemundo, the premier Hispanic
media cutlet in Florida,



In celebration of the Lottery’s 25th anniversary, we participated in
an assortment of events surrounding the BCS College Foothall Na-
tional Championship game, which included a BCS Fan Zone event at
South Beach in Miami. The Lottery provided on-site entertainment in-
cluding a variety of fun games and giveaways. Live on the field at the
National Championship game, we awarded $2 million among the five
finalists selected in the MILLIONAIRE Second Chance Promotion.

On Saturday, January 12, the Lottery’s official 25th anniversary,
we held a series of 20 statewide radio remotes. These events in-
cluded drawings where players had the chance 1o win TVs, gas and
movie gift cards, Scratch-Off tickets and more.

3. Asset Replacement

In the months leading up to the new logo unveiling, each unit
within the Lotery was tasked with identifying all materials that
would require logo updates. The Lottery s branding committes then
prioritized these materials into four tiers based on visibility, impact,
cost and benefil to sales. Examples of first priority items were; re-
tailer playstation decals, billboards, business cards and promotional
goods needed for the events during the 25th anniversary week. We
then moved to second and third-tier items and will continue to re-
place the retired logo.

Similarly, our Sales division formulated a strategic plan for rolling
out the new logo at each of our more than 13,000 Lottery retail loca-
tions. As the new logo was being revealed by Secretary O'Connell at
Lottery headquarters, our sales force was redressing Lottery equip-
ment and replacing signage at 757 Publix stores around the state. By
focusing first on our largest corporate chain, we were able to maxi-
mize exposure 10 a large andience right away. Next, we focused on
redressing our highest-traflic retailer locations and have continued
to work systematically until all retailers are fully-displaying the new
logo in their store,

ll. CONCLUSION

Ower the past 25 years, the Florida Lottery has experienced great
growth, but we felt it was imperative that we remain fresh and inno-
vative moving forward. Introducing a vibrant and exciting brand that
attracts new players was a key component for our future success, and
we believe the new logo and brand puts us in the position to excel for
the next 25 years and beyond.

Our new brand was developed with one goal in mind: to refresh
the appeal and excitement of the Florida Lottery in order to increase
sales and maximize profits. Our plan included extensive research
on our current and potential players: a thorough review of how we
communicate the Lottery”s message to the public, players, retailers
and stakeholders: an audit of all cur materials; a redesign of our out-
dated website; a plan for increasing social media efforts; a complete
restructuring of our visual and graphic systems; and the redesign of
the logo, including testing and review of the new logo,

We began this project with cost efficiency in mind as we did not
want the rebrand to interfere with our mission of generating as much
money for education. Knowing the new logo would soon be in place,
we did not purchase any additional promotional items featuring the
original logo. We have already begun recouping the costs of rolling
out the new brand and will continue to with additional sales and
transfers to the Education Enhancement Trust Fund,

Our crganization is now better positioned to reach new heights
with this brand refresh. We've already seen renewed excitement
from our employees, retail partners and players, and are looking for-
ward to sharing the Florida Loftery’s reimagined future, 4
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Who Will Regulate i-Gaming . continued from page 39

age of the total amount of games sold), the funds generated shall
flow 1o the State General Fund."” The Lottery shall undertake to
provide into the General Fund 30% of the total revenues aceruing
from the sales of such games. Thus, the decision to place online
gaming within the regulatory structure of the Delaware Lottery
has resulted in the tax rate on such gaming and the beneficiaries of
such gaming 1o be the same as that applicable o the Lottery, gen-
erally. As was the situation in New Jersey, the choice of regulator
appears to have dictated the tax rate applicable to online gaming,
as well as beneficiaries of such gaming revenues,

Like each of the above-referenced states, every state that consid-
ers online gaming will have a different historic and different poli-
cy approach 1o gaming generally, including different philosophies
with respect to the uses of gaming proceeds. For example, lottery
proceeds go to different causes depending on the state. In Massa-
chusetis, they benefit cities and towns. In Pennsylvania, they ben-
efit Pennsylvania’s seniors, and lottery proceeds in Georgia are
used for education programs, including early childhood education
and scholarships for sudents studying at Georgia colleges and
universities, In Colorado, lottery proceeds benefit environmental
protection efforts, and in Delaware and in many other states, lot-
tery proceeds go to the state general fund, So far, although only a
few states have enacted laws authorizing online gaming, the de-
cision as o what state agency regulates online gaming appears
to have dictated to a large extent the online gaming tax rate and
the beneficiaries of online gaming proceeds. This need not be the
case, These issues should be considered separately, along with
consideration also of the impacts, if any, online gaming will have
on existing gaming in the state. (The economic effects of online
gaming include not only tax revenue to be generated, of course,
but also declines in gaming taxes generated by existing gaming
that may suffer due to competition from online gaming.}

In summary, states that choose to implement online gaming will
do 50 in a manner intended 1o yield the greatest possible benefit
to their residents. Across the United States, in general, a greater
proportion of lottery sales proceeds is returned to states than the
proportion of proceeds returned from (i.e., taxed on) casino gam-
ing. While a higher return rate (or tax rate) does not necessarily
translate into a greater absolute economic benefit to states, it is a
good indicator, if all other factors are nearly constant (which is
rarely the case). It therefore will be instructive o learn whether
online gaming proceeds returned to state in Delaware — i.e., ap-
proximately 30% of online game sales — are more per capita than
in New Jersey, where online gaming proceeds will be taxed at
a 15% rate. (Admitiedly, such a comparison beiween or among
stutes can be one of apples to oranges, as there will be different
games, different prize pay-outs and different propensities to play
between and among states.) In addition, as more states authorize
online gaming, it will be interesting o see if the choice of state
regulator dictates the entities that benefit from such online gam-
ing. Such appears to be the case thus far, but need not be going
forward. No doubt Delaware, New Jersey and Nevada will be
scrutinized closely by other states considering authorizing online
gaming. While each state will implement online gaming differ-
ently, over time we expect that the implementation, applicable li-
censing and operating regulations and the online gaming tax rates
will become more uniform. #
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Architects of Gaming

GTECH CORPORATION

wiwwLgtech,com

10 Mamoral Boulevard, Providence, Rl 02903

Phanec {401) 382-1000; Media Line; [401) 302-T452; Fax: (401) 392-1234

GTECH OFFICERS (Year of GTECHS inception: 18801

= Jaymin B. Patal - Prascdant and Chial Exscutive Officer

* Donaid R, Sweitzer - Chalrmarn

= Arrige Bodda - Senior Vice Prasident Hurman Basources and Organizational
Development, Lottomatica Group

* Christopher Calowal - Vice Prasident, Business Develogpmaent

= Erik Dyson - Sanior Vice Presidant, Latin Amenca and Canbbean

* Alan Eland - Senior Vice President and Chief Cperating Officer, GTECH Narth
Amenca; President, GTECH Prinding Carparation

* Alberto Fornaro - Chief Financial Officer, Lottomatica Group

* Seatt Gunn - Sanior Vice Prasident, Global Govarnment Ralations and
L5, Business Davelopment

+ Diacian Harkin - Saniar Vice Presicent and Chief Operating Officer, GTECH Intenrationsl

= Connia Laverty O'Connar - Senior Vice Prasidant and Chief Markating Officer

+ Sefano Manierosso - Sanior Vice President of Marketing Cperations

= Michaal K. Presoott - Senior Vics Prasident, General Counsal, and Corporate Secratary

+ Donaid Stanford - Chief Innovation Cfficer

= Faderico Tasso - Sanior Vice President, Emerging Markets Devakopemant

* Rabart Vincant - Senior Vice President, Corporate Affairs

+ Framk Ward - Chiel Financial Cffices

= fatthew Whalan - Senior Vice President and Chief Technology Officer

GTECH COMPANY OVERVIEW

Lottomatica Group 5 & market lsader in the falian gaming industry and one of
the largest Lottery operators in the workd based on total wagers and, through
its subsidiary GTECH Comporation, is a leading provider of loftery and gaming
technology solutions worldwide, Together, the companies are the only vertically
integrated full sarvice lottery group. Lottomatica Group ts majority owned by De
Agasting, which balongs to a centuny-oid publishing and media senices group.
Lottomnatica is ksted on the Stock Exchanga of Milan under the trading symbaol
“LTO" In 20712, Lottormatica Group had approximately €3.1 bilion in revenues
and 8,600 empiovess in over 60 countries.

As an end-1o-and |offery sohdions and senices provider, GTECH designs,
assermbies, installs, operates, and mantans online lottery systems, terminals,
and communications networks for governments and lcensad operators world-
wide, Additionally, GTECH provides saff-sendos lofteny product vending ma-
chines, game design/content, marketing senices/bast practices, feld sarvica
for retailers, and promotional and interactve gaming capakslities,

GTECH Printing Corporation (GPC) is a global keader in the design, manu-
facture, and distribution of instant ofery tickets. As an end-to-end provider of
instant tickets and related sendces, GPC specializes in the delivery of high-gual-
ity instant ticket games. With the indusiry's targest, fastest, and highest guality
press and commitment 1o customer senice, GPC is rapidly changing the face
of the instant tickat industry,

SPIELD International designs, manutactures, and distributas top-pedoming
OaTes, gaming machines, central systems, and associated softwana 1o legal-
ized garming markets around the wordd, SPIELD offers a compliate rance of end-
to-end gaming products for diverse gaming segments, including distributed
government-sponsored markats, commeancial casing markels, and Amusemeant
With Prize (AWP) markets, GTECH G2 offers comprehensive solutions for the
interactive and sports batting market. G2 was formed through the acouisition
of four industry keaders and has gone on to become a one stop shop with & full
suite of award winning products and senvices for Intemet gaming.
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intralot

INTRALOT
wennaLindralol.cam

I just 20 vears, INTRALOT has became & leading supglier of resi-tima Garming
and Transaction Processing systems, Innovative Game Content, Sports Betting
Managemant, Video Lottery Central Manitoring and Intemat Gaming senvices o
governmant-licensed gaming organizatons worldwide. INTRALOT's haghly soecial-
ized products and services, the dedication, professionalism and attention to ci-
ent relations of its 5.500 employees arcund the globe, along with its portfolio of
leading-edge technology solutions, gl them the abilty to Baze new trals in the
International gaming market, INTRALOT's passon and commitment to customeas
satistaction, as well as s focus on continuous mprovement and solid growth ina
socally responsile manner, have enabiled tha company 10 expand its raach with
cantracts in 53 coundries. INTRALOT has also wan 13 contracts in the highly com-
patitive LS. markekpikscs.

INTRALOT pricles itsef on keaping one very important goal in mind: establish-
ing succeasful, long-term parinamships with our chants by offering them a com-
plete range of innowvative products and sendces and moreasing the refuma to thea
good causas of their bensficianes. INTRALOT is recognized globally for offering
real value 10 Its partners, timely commitment to customear neads and dedication
fi quuiality and fexibility.

Thee integrated Lodtery systems developed by INTRALOT rank amang the most
advanced and flexble systems avallabie woridwide, INTRALOT products ane dis-
finguished by ther guality, reliability, adaptabdity, expandabiity and security, INTRA-
LOT's commitment to cutting edge products is made possible throwgh continual
focus on rwvestment in Ressarch & Devaloprmant of advanced technologies and
software development processes,

The gaming market is evohing repidy and exciting new opporiunities are can-
tinuausly becoming avalable fo INTRALOT. As Internet gaming s expanding glob-
ally, INTRALCIT has bean pening the way for the futune through its new subsidiary
INTRALOT interactive (12). Most impoetantly, INTRALOT realizes the importancs of
thee exdsting distribution channel of Rs products and will explore all opportunities 1o
inciude and expand thal valuable network of retallers as we move towand sefing
games owver tha ntarnet,

INTRALOT places security as the comerstone of its operations and conse-
quently has becoma the first International lottery wandor cartified by the Word Lot-
fery Assocation (WLA) Security Control Standard cartification as well as ISQVIEC
27001 :2005 certification,

INTRALOT, publichy isted on the Athens Stock Exchangs since 1909, ciossly
aasociates tha growth and development of ite business oparations with the promao-
ticn of the concept of Corporate Soclal Responsiility, contributing o fhe enhance-
ment of the gualty of life and the cultural devslopmeant of the local communities
in wihich it cperates. INTRALOT plays an active role in the Internationsl gaming
community and contributes decishly 10 the futune desslopment of the ndustry,
The glohal company I8 & member of all major inteenationsi gaming associations,
inciuding the Word Lotlery Association (WLA), the Morth American Association of
State & Pronincial Lottarks (MASPL), CIBELAE (the Hispanic association that con-
ers South America and the Ibanan paninsulal, the Gaming Standards Association
{GSA) in tha USA, the European Lotteries & Toto Association (EL), and the Asia
Pacilic Lottery Associstion, #



JUMBO

INTERACTIVE

THE RIGHT COMBINATION

JUMBO INTERACTIVE LTD

wwnw jumibaintaractive.com

Marth America: brianr@jumbointaractive.com

Jumbo Interactive Lid s an innovative and successful Internet Iottary ratail busi-
ness that has grown rapidly to become the biggest lottery e-Retailer in the
world, Jumba s dedicated to helping lottenes around the globe 1o enhance
their digital presence and drive sales across all digital sales channels, Jumbo
Interactve follows the traditional retaller/agency model commean 1o virtually il
otteries around the world and applies this model to the digital environment of
thi Internet and Mabile

Emploving the rght combination of assels, skils, expenence and momsen-
twm, Jumbo Interactive has proven owver 1he past decacs s ability 10 denesop
riew markets lor its lottery parinars. Jumbo Interactie has an axtensive portiolio
af key Intarmat lottery related domains, ke Lotteryresults com - akin 1o awning
weill locatad fraditional storsfnonts - dasigned 1o appear whenavar lotery playars
ara saarching the Intermat. Jumbo Studics has ecently reésased a new rangs of
technaologies o help lotteries anhance their online presanca and can be viewed
at wanw jumbostudios.com,

Traditional retailers express concenns about the impact of thase effective new
sales channels to their business. Jumbo has atdressed these concerns and via
our Jumba Internet Lottery e-Retailer Parinarship WILERP) sclutions geve retailers
the opportunity to paricpate in these new sales channsls. These proven solutions
creste in the virtual world an extenshve mial network acrass multiple trade styles 10
caplure |oliery sales; st ke the traditional retal netwark.,

Jurming beging by assessing the retailer's curment onling presencs than shows
he retailer the range of cptions that Jumbo can provide to the retadern. The range
bieging with a simpia “Link™ image on the relaier's web-sie to a luly integrated
“Wihite label” wabsite. Asaiars can enhance thair own wabistas with Loals deval-
apad by Jumba o snhance the lottery sales experence to maximize tha ratailars
sales polantial.

JILERF serves in effect as 8 digital sales gateway providing consstent lottery
massagng and promotion and ensures compliance with nules and regulations; in-
cuding age verification, gec-location, self-exchusion and fraud prevantion are ad-
herad to for all sales over the digital channels, The benefit to a Lottery Is that It is
miuch easiar fo monitor, audit and control one web portal rather than muftipls sites
from muitiple e-retallers,

Jumibo Interactive has been selling lottery tickets via the Internet for over 12
years and for the past 4 years over Mobibe a2 an authorized licensed e-Retader in
the heavily reguisted Austrakian marked, Cver that time we have comnitied mil-
lians of our own dolars 1o effectively advertise and promate the awareness and
analability of lottery ovar the digial sales channals, TS @& owr hicha,

Jurnbo Interactive Ltd has been a publicly listed company on the Australian
Stock Exchangs (ASX.JIN) since 1909, #

Neo@©ames’
bringing back the fun!

NEOGAMES

Giobal leaders of inferactive scralch cards and loftery games

WA NUBO YRS, SO

Bging the first company to dedicate itsalf to the soft gaming market, Neo-
Games offers the widest range of iLottery and soft gaming products, a com-
prehensive back-office platform that was. tallored to manage lottery playears
and products, complemented with an array of operational services that al-
lows fast time to market with the highest guality,

NeoGames B constantly expanding 1ts offering 1o cater for markel needs
and tastes. Our product portiolio includes the widest range of markel-provan
interactive scratch and instant win gamas, innovative Keno and instant Bingo
pames as wall as a highly faxible and Teatura-rich Bingo platferm.

Muobile and Tablets ara a part of our philosophy of "anytime anywhera”™ ex-
perienca and wea provide a wide range of mabile products from our portfalio.

Qur MeoSphere backend platform has been developed and continues to
be avolved throwgh true market experience of providing operational services
to soft gaming websites. The playver-focused platiorm Includes all modules
for completa [Lottery operations, From a central player management mod-
ule, extensive payments and financial controlling functions through CAM and
playver club management modules and up 10 a complate games library man-
agement and publishing module.

With lottery pariners all over the world MeoGames prides itsell on s
ability 1o succassiully engage with partners in different jurisdictions and 1o
be able to accommodate the stricl requiremants of the different regulatory
bodies. All our products and platforms have been tesied and certified by
leading global testing laboratones. NeoGames cammy and 150 8001 and
27001 throught its activities.

Qur partnars anjoy the benedit of cur knowledge and expeartise driven fram
our leadership in the soft gaming markst. In-house marketing and account
management teams work closely with the partners to ensure that they have
all the 1ools requined to maximize revenues and ensure playver satistaction,

With ower 200 milkon games sold worldwide every month, through our
natwork of partners, NeoGameas has bacoma a leading gaming technology
and service provider serving the onling industry with innovative technology,
entertaining contant and highly professional sarnces.

MeoGames is 8 proud Associate Member of WLA, NASPL and CIRELAE, #

SMART-TECH CONFERENCE SPONSORS It's the collaboration between operators and their com-
mercial partners which makes this business all work. It's that relationship that drives innovation and
progress in our industry. PGRI endeavors to support and nurture that relationship, confident that together
we can build successful businesses that meet the needs of our stakeholders and customers. The lead-
ers of the commercial community play a vital role in our industry and we are thankful for their invaluable
contributions to the exchange of ideas that happens at SMART-Tech. Their products and services are
the result of a tremendous investment in R & D, and their insights and capabilities are informed by a deep
experience in all aspects of the lottery business. Following is their story. Please also visit the conference
website (www.PGRitalks.com) to see their presentations from this and past conferences.
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Open B’Ei wiww. Openbet.com

Who are OpenBet? With over 17 years in the industry, we are the software supplier and betting plat-
form of choice for bookmakers, naticnal lottares and other government-backed organisations. Wa
hawe & strict stanca on compliance and a proven track record in probity; only dealing with legal jurisdic-
tions around the workd,

A% an asscclate member 10 WLA and NASPL, OpenBet supphas the underying lachnical infrastruc-
tura pawering lottery providers and enabling fhem to ecpand beyond traditional markets by offering a
centralised account (PAM), casing, poker and sports betting alongside traditional retall lottery products.

Owar the last few years, OpenBet has built a dominant pesition in the Morth Amarican leltery sector
wiarking with an increasing numbear of key provincial lotteries in Canada ncluding British Columbaa Lot-
tery Corporation and Loto-Québec, who take advantags of OpenBet’s market-leading platform. As well
as its player account management systam, OpenBat olfers a truly open casing with integrated onling
contant from partners including 1GT, Bally, WhES and Aristocrat,

WHY CHOOSE Us?

¢ Our products are developed with 20 of the workd's leacing gaming operators

= Reliabda, scalable soiution that powers the largast share of the world’s online bets

+ Dpen platform focused on a central Bocoount providing operators a single view of all player activity
+ Comprehensive product suite inchuding: Account, Sporisbook, Casing, Poker & Retail

= Comprehensive channel support including; Onkne, Retail, Telephone and Mobile

* Seamiess Integration of any third-party peovider

* A futura-proof platform allowing lotteries 1o expand thair product offering and channels

* Thi technical expertise fo bulld new products @nd services specifically for lotteries #

SCIENTIFIC GAMES

www, ScientiicGames.com

Seianlific Games is a lading innovator in the global lottery and regulated gaming industries. Baginning
with the breakthrough technology that launched the world's very first sacure instant Iottery game in
1974, the company has continued to advance the games, technology, programs, marketing research
and sacurity that hava bean a driving force behind the seccess of more than 300 customess on Six
confinents cwer the last 40 years.

The world's top-performing kotterles and gaming organizations partner with Sclentific Games for
game content, techrology, customized programs and managed services thal engage today's players in
new and exciting ways, provida solutions for both traditional and interactive channals - and ultimately,
INCrEass MEVenUas,

Alter revolutionizing |ollery sales and marketing around the globe, Sciantiic Games conlinues 1o
innowvate with patanted gaming technology and ressarch-driven programs delivered to customers with
the highest level of security, Integrity and ethical standards, The company 15 committed to wordwide re-
sponsible gaming principles and has received international cartifications for emirenmeantal sustainability.

Theough the knowledor and experience of over 3,500 employees, Sceanfific Games serves cus-
tomers from advanced-technclogy manufacturing and operational faciities in North Amerca, South
Amarica. Europe and Asia, with additional facilities located throughout the U.S. and around the world
based on customear requirements,

Sclentific Games Is the Industry’s only full-service provider offering diverse products, technology
and sarvices that can ba customized to mesl tha unigue regquiraments of virtually any lottery ar gaming
jurisdiction, including:

+ |nstant, Interactve & Draw Games

* |nstant Game Product Managarmani

* Lottary Systems

+ Betail Techoology

= Videa Gaming Systams

» @aming Terminals & Gameng Terminal Content
+ Lottery & Gaming Operations Management
= Marketing Rasearch & Analytics

* Licensed Properties

+ | ovalty & Rewards Programs

= |nternat, Mobile & Social Gaming 4
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POLLARD

banknote limited

POLLARD BANKNOTE
wiwew. pollardbanknioie. com

For nearly 30 years, Pollard Banknote has served as
& trusted and reliable full-serdce instant ticket peint-
ing and related services partner, currently counting
over 50 clients worldwade. Our success is based on
our unmatchad ability to form strong parinerships
with clients whare the focus & on the mulual goal of
driving loteny revenues.

Pollard Banknote's offarings includa  strateqgic,
lottery-spacific recommendations based an markst
rasadrnch and industry best practices in the areas of
praduct and category managemsant inchiding gamea
design, tickat graphics, prize structure design, Li-
censed Games, second chance draw programs,
retall development and social media sirategies, We
produce high quality tickets with unsurpassed se-
curtly within a very flexdble production anironment
with sacond to rnona cuslomar senace.

Wi hianee alsa baen a pronen driver of instan kel
innavation in the markatplace. Pollard Barnknote has
browght some of the mast important, revenue-gen-
arafing product innovations 1o the industry ncluding
our transiucent marking system, Scratch FX® and
Fision™ products, including Paollard PlayBook® and
Double Play® This trend continues with a numbser of
axciting new instant products that break the mold
of traditional tickets with value-added, web-based
and mobie social media elements that are sure 1o
reinvigarate existing players and entice new ones,
particularky thase in younger demagraphic groups.
Interactive solutions including mobile apps, Web-
Play™ wabsite fis-in games and the Social Instanis™
program leverage emerging technologies and social
media into viable avenues for driving instant tcket
revenies at retall, effectively bridging bricks-and-
meetar products with the internet,

Pollard Banknote clients reap the benefits of
wiorld-class markel mesearch 1o provide in-degin
anahyzis and insight into a lollery's consumer base
Moraonar, our in-housa marketing team uses this
research to pravide clients with tangibls, detailad,
and specific marketing recommeandations aimed
to effectively reach both new and existing play-
ers. To handle the increased distribution and sales
requirements, our proprietary Lottery Manage-
mert System is available 1o clients, which includes
warghousing, distribution, telemarketing, financial
reporting. and wvalidation—al housed within one
simple wer interface,

Listedd an the Toronle Stock Exchange (TSX:
PBL) and with fve plams in MNorth &merica, total
operations ancompass over 510,000 square fest
and employ owver 1,100 paople. As a member of tha
North Amearican Association of State and Provincial
Lotteries (NASPL), World Lottery Association (WLA),
the Asia Pacific Loftery Association (APLA], and the
Latin American Corporation of State Lottery and
Batting {CIBELAE), Polard Barknote is committed
1o the growth and sustainability of the overal lothery
industry theowgh the pursuil of partnership, Bxcel-
lence, and innovation. #
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DIAMOND GAME

ww.diamondgame. com

The LT-3 ITVM: Grow your retaller base. Grow revenues.

Invits 204h year of business, Diamond Game's mission is 1o provide Innova-
five solutions to kotlenes seeking retaller growth, To deliver on that promess,
the patented LT-3 ITVM was developed, The LT-2 allows lotteries to expand
their retailer base inte less fraditional and age-regulated venues, such as bars,
tavarms, bingo hals, stadiums, and social clubs, tis the onky ITYM dasigned to
cater to vanuas thal encourage knger play sessions and higher salies volumas,

The LT-3 iz a ticket dispansar that dispanses pra-printed instant tickats on
each play and displays tha result on a video monitar in an enteraining manner.
The footprint of the machineg is kess than 2 feat wide, which is amalkar than half
ihe size of a standard dispenser, thus allowing one or more to it easily in even
the smallest of venwas, Additional features include secure ticket validation and
fraud prevention and a sophisticated accounting sales tracking sysiam.

Combine &l that with the abiity to customize the LT-3 to mest your lot-
lery's unique needs and you can expect 10 generate significant new mstant
ticket revenua,

Contact the Diamond Game sales team al B18.727.1630 to schedule
a demonsiration,

Geonomics | 5=

GEONOMICS
wenw. Gaonormics. com

Turning the map of Amerca into the
world's biggest ever instant game.

We're the Geo guys who make location-
based draw and instant games, Qur mast recent cre-
ation, the Treasure Hunt 2nd Chance Game, aftaches
o traditional scratch and lotto tickets to bring instant
Interactivity 10 the tech-hungry retal masses.,

For your Geonomics 107, 1alk to Henry Oakes or Carly Mae
Panworthy, or 3and us an emall 10 sales@geonomics.com

B HUDSON ALLEY

HUDSON ALLEY SOFTWARE (FORMERLY ORDERPAD)
wanw.hiudsonatigy. com

aparlowihudsonalley.cam

infadhudsonallay.carm

OrderPad Software has changed its name to Hudson Alley Software, Inc. to
better reflect is future. Its the same company and the same people, now offer-
Ing mare products under a8 new nama. When we spun-off from Cole Systems in
2008, we were a one-product compary, and that product was QrderPad. With
the introduction of our newest products, OnePlace and Engage, we now offer
thres great products that enable lotteres to impeove their succass by helping
them 1o Incraase sales and operate more efficiently and effectively,

Since we introduced the world's first lottery-specific sates force automaton
solution, CrderPad for Lotleres, in 2004, it has been adopted by 15 North
American ktteres ranging from vary large lotteries ke the Massachusetts Lot-
tery and the New York Lottery 1o less populated jurisdctions like the kdaho Lot-
tery and the Oklaboma Loltary, Many of the world's mast succaessful lottanas
usa ow solutions to drive sales, imprave the gquality of ratailer vsits, enhancs
winner swarenass, and to order instant tickets from tha fisld.

Lez=s than a year ago, we introduced OnePlace, the nexdt generation of lot-
tary sales force automation for iPad and the web, which has already been
adopted by 3 LIS, Lottenas, with more planning o come onling in 2013, One-

Place is subscription-bagsed and does not require & large uplront nvestment,
making kollery sales force aulomation within meach for all lotteries. Greal soll-
wiare, like OnaPlace, desarves to ba run on tha word's mast advanced mabile
carmputing platform, so il olers a great native iPad app for thase in tha field
and a great web experience for thosa in the offica.

Ouwr nawast product, Engage, will forevar change the way that retailer pro-
mations are exacuted. Stay tunad owver the nesd faw months o leam maore,

ling’

www, Lingd, com

Lingd's secure payments platiorm transforme existing unmanned POS loca-
tlons into highly interactive accass points for sale of lottery products, By leveraging
exisling hardware, securing Transactional data and communications, kiteries can
nowy fave & unicue oppartunity 10 thiok outside the traditianal terminal. The Ling3
solution warks in partnership with existing kattary networks, aliowing lottaries to ef-
fierlly reach a greater market, interacting with players in a brand niew way,

In collabaration with slate loblaeries, their operators, and the nations leading
ATM and payment kiosk manufacturars, their ownars, and the payment card
industry, Ling3 has developed the secure protocol for otlery tansactions on
ATM's, fuel pumps, taxis and other unmanned points of sale, Ling3 enables
lotteries to achieve massive sales growth &t & low oost through increased dis-
trinution channels that not only reach new players but also reach occasional
players soconer, The Ling3 solution promotes & new kevel of interactadity for
the player-and lottery, A dedicated web Interface, 24/7 call center suppart,
auto redemption of low ter prizes, and defalled state reporting and security
compliance and resporsile play features are just some of the benefits 1o the
Ling3 platform, Optimized performance 12 achieved through state of the art
processing and data sacurity, It's secure, it's scalable, and R's ready 1o change
tha distrioutional tandscape for lotlery products,

Lingd anables the sala of altary at ATMa, fuel pumps, tedcabs, and offer
unmanniad POS davices. This new avanue for kottery distribution represents an
exiramely cost effective tool for lotaries 1o reach new customers.

miotto
e

Contact: Gabe Shapiro, Business Devedopment, mLotio Inc.
gehapiro@mLotto.com

mlLotto I3 & white-label web and mobile platfcem designed 10 ushes in
the next generation of lottery. Powered by a national leader In consusmer-to-
govesnment payments, mLotto creates an environment where gama-play s
nal ondy Entuithve-and fast, bul alse in bl compliance with state and lederal
guideines, including geclacation, age verdlication, PC| standards, and maney
transrmission licensing.

mLatto exeals in third party and host system integration, allowing the som-
pamy too pariner with. global lsaders in the social, gaming, loyalty & rewards
and mobils sactor to defiver the most comprahansive platform n the indusiny,

A calculated mixture of design and development is what makes mLotto's end-
to-end piatiorm amyining but off-the-shelf. On the front end, the player expeniance
is optimezed whether connecting from-a PC, laptop, mebile phone or tablst, On
the back end, & robust anahtics engine and erhanced administrative functionality
provide lotteries with better insight and mare confrol cver gecison-making, The
result s & platform Bullt for innovation and geared for growth

mLaotio allows each lottery to maintain the Integrity of its brand while dra-
matically expanding its seach into the web and mobile space, mLolle's de-
velopment capabiiity and customer Service engire ensura that this is accom:-
plishad with littha to no effort by the agency. This makas mLotto a sate bet lor
ary lottary.” #
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CONFERENCE

NOVEMBER 4%
TRUMP HOTEL, MIAMI

LOTTERY EXPO: UNLEASHING THE POWER OF BRAND LOTTERY THROUGHOUT THE WESTERN HEMISPHERE

Lottery Expo 2013 will be held at the Trump Miami Beach Hotel, November 4 to 7. Tuesday will have a focus on the North American lottery industry.
Thursday will focus on the Latin American lottery industry. And Wednesday will bring us all together for a convention of industry leaders from all across the
entire Western Hemisphere, the New World of Lottery. This ambitious agenda begins with a Recepfion on the evening of Monday November 4, conference
sessions will be held all day on Tuesday, Wednesday, and Thursday,

One of our purposes s o bring people together and PGRI receptions are a great place to start — So there will also be Receptions following the Tuesday
and Wednesday conference days. Conference program with speakers will be posted as it becomes available. We promise to defiver a uniguely rewarding
conference experience. Registration is free for all Lottery personnel. So please join us and your colleagues from all around the world for this special event.

PLEASE GO TO WWW.PUBLICGAMING.ORG FOR MORE DETAILS AND REGISTRATION INFORMATION.

THANK YOU TO OUR PLATINUM SPONSORS

Soeen Il wmeo  ecoone Q) SEfF  pouLARD

OpenBet
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SMART-Tech 2013 CONFERENCE PROGRAM
GLOBALIZATION OF BEST PRACTICES

3 hosted-bar receptions, 2 luncheons, and 4 coffee breaks with selection of snacks and refreshments, are provided 1o everyone
MONDAY, APRIL 8 Paé‘:r'fgnef
= . come .
RO Fe 0 100 s FesRrion Executive Director of the Texas Lottery
TUESDAY, APRIL 9 * Jim Haynes

8:00 am to 9:00 am: Continental Breakfast

9:00 am
Paul Jason, CEQ of PGRI, Opens the Conference Sessions

SESSION |

Keynote Adresses

« Rebecca Hargrove
CEO of the Tennessee Education Lottery and Senior Vice
President of the World Lottery Association (WLA)

* Jean-Luc Moner-Banet
Managing Director of Loterie Romande in Switzerland
and President of the World Lottery Association (WLA)

* Friedrich Stickler
Managing Director of the Austrian Lotteries and President
of the European Lottery Association

* Buddy Roogow
Executive Director of the D.C. Lottery and President
af MASPL

Turning Vision into Reality
Sponsor Presentations

Scott Bowen
Commissioner of the Michigan Lottery

Panel Discussion: Portfolio Management
As the number and variety of products increases, the chal-
lenge of managing a more complex portfolio of products be-
comes more critical. Smart portfolio management minimizes
cannibalization and maximizes synergy between the prod-
ucts. How should Powerball, Mega Millions, the next National
Fremiurm Game, and the in-state lotto games be differentiated
and positionad for optimal overall performance?
Maoderator:
* Terry Rich

President and Chief Executive Officer of the lowa

Lottery Authority

o

Director of the Nebraska Lottery

* Connie Laverty O'Connor
Sr. \Vice President and Chief Marketing Officer, GTECH
Corp. and Chief Exacutive Officer, GTECH Indiana

* Chuck Strutt
Executive Director of the Multi-State Lottery Association
(MUSL)

12:30 pm to 1:30 pm: Lunch

» Jenny Canfield
Director of Operations for the Minnesota Lottery

Panel Discussion: Designing contracts that align the ob-
jectives and action-plans of the Lottery Operator and its
Commercial Partners

Effective execution depends on seamless integration of
operational teams from Lottery Operator and ite commer-
clal partners - creating a unified team pursuing a singular
mission. That can be challenging even when there are
only two parties involved. This challenge is complicated
when the operational teams of third-party vendors are in-
troduced to the mix. What are some of the obstacles to
forging that hand-in-glove teamwork between all com-
mercial partners and the lottery operator; and how can
those obstacles be overcome? What can be done to
lower the barriers of entry for third party vendors whose
products and services would, given the opportunity, con-
tribute to the success of Lottery? How can contracts be
caonstructed to smooth a path to integrate innovation
from these new entrants into the loftery business? And
how can contracts be designed that support g true part-
nership, alignment of objectives, and drive peak perfor-
mance of all commercial partners?

Moderator:

» Gardner Gurney
Acting Director, Division of the Lottery, New York State
Gaming Commission

March/&pril 2013 » Public Gaming International



Panelists:
=« Jeff Anderson

Executive Director of the |daho Lottery
= Sean Athey

Vice President, System Sales, SCIENTIFIC GAMES
= Jenny Canfield

Director of Operations for the Minnesota Lottery
* Alice Garland

Executive Director, North Carolina Education Lottery
« Doug Pollard

Co-Chief Exacutive Officer of Pollard Banknote

Turning Vision into Reality
Sponsor Presentations

Panel Discussion: U.5. Lotteries and the Internet
The recognition and appreciation for the key role of land-based
retail is causing some to wonder if it's worth ‘upsetting the ap-
ple cart' with the divisive issue of Internet distribution of tradi-
tional lottery products, The fact is that the Internet does not
upset the basic distributional model — the impact on sales is
slow, it's incremental, and it does not cannibalize retall sales.
In fact, it complernents and augments land-based retail. More
important, though, is the role the Internet plays in converting an
anonymous player base into a connected, interactive, and loyal
player base; in capturing and converting data into meaningful
business intelligence, in introducing an entirely new Customer
Relationship Management (CRM) dimension to the business,
in transforming lottery into the consumer-centric, market-driv-
en enterprise that will serve the interasts of all lottery stakehold-
ers, including or even especially land-based retailers.
Moderator:
* Kurt Freedlund

Chief Operating Officer and General Counsel of the

Georgia Lottery Corporation
Panelists:
* Kevin Gass

Vice Prasident Lottery Gaming, BCLC in Canada
« Amy Hill

Senior Vice President, MDI Interactive, SCIENTIFIC GAMES
* Moti Malul

Vice President Sales & Business Development, Neogames
* Peter Miles

Commercial Director, Openbet
* Mike Veverka

Chief Executive Officer, Jumbo Interactive

5:00 pm to 7:00 pm: Reception
WEDNESDAY, APRIL 10

Public Gaming International » March/April 2013

8:00 am to 9:00 am: Continental Breakfast

Panel Discussion: Engaging stakeholder support
The lottery director is a resource that can give expert and impar-
fial guidance as to the different ways for the state to manage and
reguiate the lottery and gambling industries. And yet the politi-
cal constituents of loftery do not always seem to appreciate the
tremendous resource they have in their own lottery, What can be
done to engender mone support from lottery’s political constitu-
ents for the worthy mission of government-gaming?
Moderator:
= May Scheve Reardon

Executive Director of the Missouri Lottery

Panelists:
= Byron E. Boothe Il

Vice President, Government Relations, INTRALOT USA
= Stephen Martino

Executive Director of the Maryland Lottery
= Charles R. Mclntyre

Executive Director, New Hampshira Lottery Commission
» Jodie Winnett

Affiliate, Oliver Wyman Group

Turning Vision into Reality
Sponsor Presentations

Presentations:

= James Maida
Chief Executive Officer, Gaming Laboratonies International (GLI)

= Lynne Roiter
Corporate Secretary, Vice President of Legal Affairs and
member of the Board of Loto-Quebec and Secretary of
thie WLA

* Rebecca Hargrove
President and Chief Executive Officer, Tennessee
Education Lottery Corp. Interviews Lorne Weil
Chairman & Chief Executive Officer, SCIENTIFIC GAMES

12:30 pm to 1:30 pm: Lunch

» Cynthia O'Connell
Secretary of the Florida Lottery

Panel Discussion: Sustainability

Keeping pace with the market-place means continually deliver-
ing more and better value to the consumer. The avidence clearly
shows that increasing prize-payouts increases sales and, when
executed properly, net profits. The evidence shows that prudent
initiatives like increasing the price-point of Powerbal also in-
creases sales. But what happens when consumer expectations
adapt to the “new nomal"? Consumers may re-adjust their per-

o



ception of value, possibly causing demand to slip back to where
you started - perhaps even with lower margins than you started
with. What does Lottery need to do to manage consumer ex-
pectations and ensure that innovation that produces short-ferm
gains also includes a long-term and sustainable growth plan?
Moderator:
= Arch Gleason

President & Chief Executive Officer , Kentucky Lottery Corp.

Panelists:
» Carole Hedinger
Executive Director of the New Jersey Lottery
= Anne Noble
President and Chief Executive of the Connecticut Lottery
* Paula Otto
Executive Director of the Virginia Lottery
* Paul Sternburg
Executive Director of the Massachusetts lottery

Presentations:

* Philippe Vlaemminck
Partner, Altius Law Firm in Brussels and Legal Counsel to
the European Lottery Association

* Warwick Bartlett
Founder and Chief Executive of Global Betting and
Gambling Consultants (GBGC)

Panel Discussion: Qutsourcing the Sales Force;

Opportunities and Challenges — Texas Lottery Case Study
The concept of “PMA” should probably be traded in for a more
nuanced model better suited to analyzing the optimal combina-
tion of in-sourcing and out-sourcing. Shouldn't we de-construct
the "PMA" model and ask ourselves which operational activi-

ties could be performed better by an outsourcing partner? How
should we go about the business of assembling the best combi-
nation of in-sourcing and out-sourcing the management of busi-
ness processes and operational functions? How can lotteries
overcome the obstacles to outsourcing? How can lottery direc-
tors engage their political constituents in a discussion about the
optimal multi-sourcing model? This is the first in a series of panel
discussions that will explore this issue. The Texas Lottery will
present a “real world” overview of the pros and cons of utilizing
an outsourced sales-force,

Moderator:
» Gary Grief

Executive Director of the Texas Lottery
Panelists:
* Michael Anger

Texas Lottery Operations Director
* Joe Lapinski

GTECH Texas Account Development Manager
* Tom Stanek

GTECH Texas Director of Sales and Marketing
* Robert Tironi

Texas Lottery Products Manager

Major Peter J. O'Conell Lottery Industry Lifetime
Achievement Award Ceremony
* Jimmy O'Brien

Vice President, Strategic Marketing for SCIENTIFIC GAMES
* Buddy Roogow

Executive Director of the D.C. Lottery and President of NASPL

5:00 pm to 6:00 pm: Reception

Thank you, Conference Sponsors!
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EUROPEAN LOTTERY
CONGRESS 2013
JUNE3 TO 6
TEL AVIV, _I_SF%AEL

CONFERENGE WEBS

=]

GHAM,

LIST OF EXHIBITORS, ACCOMMOD STHATEON,
MNFD ABOUT THE FABULOLUIS VENLE, AND THE MAGIC OF
TeL Aviv AND IsReAL: wiww.EL2013.0RG

WERSHE FoR coOMPLETE iNFO asouT THE EL

(THE EuROPEAN LOTTERY ASSOCIATION):
WWW.EUROPEAN-LOTTERIES.ORG

year. What makes this conference so vital (o loteries all around
the world is that the issues being addressed here anticipate the fu-
ture of this industry. And they do that like no other event in this industry.
All regions and all lodteries are unigue, but the diversity of Europe makes
it an especially important looking-glass for the rest of the world to learn
from. The EL Congress reflects the character of EL members and the
unigue European market-place they operate in. Eighty member lotteries
range from start-ups to lotteries that are into their fifth century of opera-
tion, from those that focus on traditional Tofery games (o those that offer
the broadest range of products - from lotto to Instants to internet-gaming
and land-based casinos and sports-betting, from strictly controlled mao-
nopoly models to multiple operator, free-market competition models,
Like all lotteries, European lotteries are evolving the games, market-
ing approgches, technologies, distribution channel mix, and business

The seminal EL Congress comes around just once every other

processes o keep pace with the modern consumer and the demands of

a fast-moving competitive landscape, The indusiry has evolved, though,
such that the European lotteries are wrestling with many challenges that
others have not confronted. Yet. For most, now is the window of op-
portunity to leamn about what the future holds for us, to understand how
these political and market-driven dynamics evolve, and most important-
Iy, to leamn from the experience of European lotteries.

Many of the markets in Europe are among the most evolved in the
world. Their survival skills are fine-tuned t© not only overcome adver-
sity, but to remain the leaders in the industry. The mission of the EL
Congress is o unveil the solutions and success strategies that will en-
able lottery operators to thrive in the most competitive market-places
in the world. The latest thinking is both practical and creative, forward-
looking but capturing the wonderful legacy and spint of government
lotteries. Just like the consumer we're trying to connect with,

As the umbrella organisation of natonal loteres operating games
of chance for the public benefit, the European Lottery Association

brings together state-owned and private operators, both profit and non-
profit, who operate on behalf of the stae, The EL advances the col-
lective interests of its members by defending the government lottery
maodel and the societal, political, economic and regulatory framework
for gambling that 15 the necessary foundation for that model 10 survive
and thrive. The sustainable government-gaming model is based on the
values of subsidiarity, precaution, solidarity and integrity. To that end,
the EL Congress offers a cutting-edge conference program (o prepare
Lotteries for a future rich with potential.

In Tel Aviv in June, EL are gathering a unigque and impressive set of
keynote speakers from Isracl, UK, Switzerland and San Francisco to
present the latest thinking and ideas from the business, technology, me-
dia and marketing worlds, These speakers will be joined by the thought
leaders of the European Gaming and Lottery sector who will give their
views and share their experiences in intimate and novel formats. Inten-
sive sessions covenng sports betting and integrity and an innovative
parallel technology session uniguely designed for 1T and technology
managers will be topped off by presentations from the future manage-
ment of the gaming and lottery sector — the Young Lions. Other EL
Congress Highlights include:
= Meet the next genertion of Lottery Leadership, The “Young Lions™

is a special program that puts those leaders. and their forward-leaning

concepts, front-and-center.
* The Future of Gambling and Gaming Regulation in the EU
Forum on Legal and Political issues within the EU
Trends and new methods in Market Research
Digital Marketing and Crowdsourcing
International cooperation to prevent corruption in spors-betting
and protect the integrity in sports
Sustainable Gaming and Public Order Panel
Re-inventing Risk-Management Guidelines
+ Social Gaming and Traditional Lottery
How will Technology change the future of gaming
Consumer-driven marketing tactics
Competitive and Strategic Intelligence comes to Lottery
Lottery Advertising Awards Prize Ceremony

Tel-Aviv, the EL Congress hosting city, is one of the liveliest cit-
ies in the Middle-East, a modern Israeli city with an ancient past.
Tel-Aviv is not only the cultural center of Israel, and a major touristic
artraction in iiself, but also a convenient base for country-wide tours
of major culwral, historical, religious and natural attractions such as
Jaffa, Jerusalem, Nazareth, Capernaum, The Sea of Galilee, The Dead
Sea, Massada and more. And if Israel is a culinary superpower, Tel
Aviv is its capital. Tel-Aviv — majestic in beauty and rich in culture -
with a unique history all of its own. proudly boasts museums, opera,
theatre, music and dance, and fine cuisine.

The EL Congress is more than a conference, it's a passionate em-
brace of the mission of government lotteries. Join the mission, See
you in Tel Aviv! #

-

7" European Lotteries Congress | June 3-6, 2013 | Tel A

Lifetime experience

WAL HAPAIS
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It's in our DNA.

You might think things evolve slowly. At JCM Global, they
evolve at light speed, wirelessly, and make your gaming
operations better, smarter and faster than ever before. Now
our signature VIZION® bill validator and our PayCheck 4™
thermal printer are evolving, giving operators and OEMs more

power, more options, and more capabilities than ever before.

Contact your JCM rep or visit JCMGlobal.com to
evolve with us.
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INNOVATION. RESULTS. REVENUE.

Driving performance for lottery
and regulated gaming worldwide

« Instant, Interactive & Draw Games

+ Instant Game Product Management
« Lottery Systems

+ Retail Technology

» Video Gaming Terminals & Systems
« Lottery & Operations Management

+ Marketing Research & Analytics

« Licensed Properties

« Loyalty & Rewards Programs

« Internet, Mobile & Social Gaming

NORTH AMERICA | LATIN AMERICA | EUROPE | ASIA PACIFIC | AFRICA

SCIENTIFIC GAMES

www.scientiicgames.com
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