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TruServ™, the only gaming
solution that allows lotteries to
discover the potential of true
Server Based Gaming.

& Our TruServ System offers networked
= gaming with central random number

2 generation and game logic — delivering

_ new player experiences and giving you

£ true control over your network in large or
E distributed venues.

% "

Our Viridian™ and Indago™ Terminals

= n are designed to be physically robust with
= = common, high quality components ensuring
o low operating cost and high availability.

The engaging user interface transforms the
players’ experience.

Our TruServ Games are based on insight
and experience in lotteries and casinos.
Delivering you the best games and enhancing
your reputation while driving revenue. Our
Game Development Kit enables you to source
games from any game supplier.

+ #l i the garme . and the Aisiocrat g am tredemarks or regstere
e hsdemmarks or regstored irademarky of Arsiocrad Tochnolog

Your Network for Games

5 ALCE Interactive™ was founded in 2003 to develop and market the next generation of video gaming
2 systemns, ACE Imeractive’s TruServ™ solution provides for true server-based L',-rl g 107 Operator:

2 wha demand Aexibility, content, security and social responsibility, ACE Interactive is part o | Aristocral
7 Technalogies, one of the world's mast successful gaming companies
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GLOBAL SAMPLING

GIECH: The 2008 World Player Survey Has Arrived

Who knows ...

which game type Is most popular among players 16-24 years old?

what really motivates players to play lottery games?

which countries have players who have played the lottery the longest and shorfest times, on average?
which counfry has the highest participation rate for all types of internet gaming?

After 8,000 interviews with lottery players around the world, the answers are in the book,

GTECH WORLD PLAYER SURVEY 2008
10 Countries Worldwide
8.000 Players
2,000 Young Players
Our most comprehensive worldwide lottery player survey ever conducted.

fo eearn more about whnat's betwesn the covers, contact vour local GTECH reprasentative or emall us of MarketRessarch@ETECH.com

GTECH® is an advocate of soclally responsible gaming. Our business solutlons empowed customers (o &
develop parameters and practices, approgriate (o thelr needs, that become the Toundation of their
responsitle gaming programs z

, Architects of Gaming


http://www.gtech.com/pdfads/GlobalSampling.pdf
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The NASPL Conference was, as ex-
pected, a great success. An action-packed
three days of visiting with friends, col-
leagues, clients, and porential customers,
The educational seminars were better than
ever, pushing into ediy and forward-look-
ing issues. The suppliers are o remendous
resource of ‘revolutionary thinking,' creating products and strategies
that will rake us into the furure,

Mext up is the World Lottery Association (WLA), which is con-
vening its bi-annual conference in Greece October 19 to 24, This is
the biggest intemational conference for the lottery industry, is always
hugely fun, and [ hope to see all of you there. Their website address
is wwwiwla2008.com,

A few of important themes were in evidence at the NASPL show
and aré alse reflected in this month's feature interviews, First, no mae-
ter what products and games we sell, we need to understand our cus-
tomer. For instarice, if the younger player is playing Internet gaimes,
glued 24/7 o their Mobile, and spending time on social netwarking
sites, we need to analyze their behavior in those activities that do
engage their interest. The fact that certain games are not allowed in
our owil jurisdiction does not prevent us from leaming about what
interests and motivates our player. The insights we gain will inform
the way we brainstorm questions like how to make lotro more exeit-
ing for the next generation of player.

Second, there is lots of innovation in retail strategies, terminals
that distribure lotto and seratch-offs, and traditional lottery produces
that are exciting and innovative, Achieving incremental increases in
those aress that are the backbone of the industry is ultimately what
matters most and our major lottery indusay suppliers are delivering
the products that happen.

Third, political and regulatory questions are ongoing. Dr Wore-
mann addresses issues most pertinent to the European political and
regulatory environment, and the way this unfolds in Burope will sig-
nificantly impact the entire world of gaming, Art Macias discusses
thie wary thit the lottery is tied directly intoa bond issue that will mise
a billion dollars. This is o super interesting and important iniriative
fur LS. lotteries becanse of the way that this mises the bar on the
lottery's Ariancial performance (and creates a more open-minded and
entreprencurial approach to improving financial resulis).

Special thanks also to Jan Stewart, Lynne Roiret, Constantines An-
tenopoulos, Bo Flinde Jorpensen, and Philippe Visemminek for their
participation. They all worked hard to address provocative topics ina
stratghtiorwand and genuinely interesting way. Please po to www.pub-
licgaming.com to see these articles and interviews in their entirery.
Announcement to our interational readers:

Our website www.publiciaming.com now has an automaric trans:

lator for eleven different languages. Just look for your national flag in
thie right side column and elick on it We would welcome feedback a:
to how well it works, how accurately it translates everything.

Some reasons to check out our website www.publicgaming.
com for "up-to-the-minute-news" that does not get covered
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From the Publisher

By Paul Jason, CEQ, Public Gaming International Magazine

by the print magazine:

We are reporting on a most interesting twist on Intemer gambling
regulatory law that is evalving as this goes o press. The Kentucky
Justice and Public Safety Cabinet is bringing suit against operators of
Yillegal gambling devices™. The crux of it is this: Ie is virually impos-
sible for a jurisdiction to prevent access to illegal websites offering
ilegal Intermer gambling, For this reason, the federal UIGEA focuses
on preventing the fund transfers necessary for Internet gambling.
Hl.m'e\'t*r, ﬂ'IE ll'l.tt"l'l'll.![ cnmp‘dnit‘s I'}:I.I.:II'I.SEI\'L"-S {i.f.- CRVTIETS U{ I'.hl'
wehsires and domain names), have the ability ro restrice their offer-
ing peographically. They just need to be properly motivared to do
5o, The lawsuit in Kentucky attempts to provide such motivation by
requiring them to defend their illegal operations in court. The state
is suing for control of 141 domain names sssociated within Internet
gambling companies offering an illegal product in the stare of KY. A
number of these companies have already norified the state that they
are hencetorth restricting residents in Kentucky from having access
to their sites, seeming to confirm that they do have the capability
o restrict access geopraphically. The implications of these legal pro-
ceedings could be guite interesting. Check in with www.publicgam-
ing.com for more on this and other "Hot lssues™

Another topic of ongoing discussion that we are taking to
a new level:

“Securitization,” “monetiztion,” “privatization” of government
owned lottery revenues, While it is true that politicians have barted
around the word Yprivarization” in ways that cause us ro roll our eyes
at the topic, it s also the case that it is not an "issue du joor” and is
not going away. This is a financially complex topic. We welcome all
varieties of views on this ropic, Excerpted responses to a Public Gam-
ing question on privatization and the cost of money:

“Of course, your question is at the heart of the “privatization” debate,
amd yome've vt “missimg” anything! The eritical imstght for imderstanding
lottery ecomomics is realizmg that it is not, for the most part, a cost-driven
husiness. Reveriue gronvth trumps all, and vevenue growth s largely a finc-
ticn of the reguletory enviromment. Typical private sector efficiency-based
management initiatives have relatively less impact m the lottery busimess. So
ez, o private sector owner would have fewer ofteons for expemding profie-
ahility in order o genevate a shaveholder veem..."

Another respondent: “Your question covers the obwious mast mmpar-
tant hurdle for a private operator. The analysis could be a bit more compli-
cated than the seenamio vou laid out kit vour question gets to the heart of the
mater. First, a private aperator is not likely able wo obram 40 yem' intevest
imby financing. Theve will have to be amortization of principal. . .™ Visit us
at wiwvw.publicgaming.com o read more, (and find out exactly who's
saying whar about that!),

Thank you all for your support. We need it and depend upon
it and are dedicared to working hard o eam it | welcome your
feedback, comments, or criticisms. Please feel free to e-mail me at
piason@publicgaming.com,

Pl Jasom
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A lot rides on the decision.

A lot is riding on the decisions you make every day.
Big expectations. Results. Progress,

Who do you turn to for adviee on gaming? How
di you know you're making the right decisions? No
matter the jarisdiction, no matter the regulations. 1GT
can provide the leadership, experience and advice to
give vou the confidence to take the Right steps.

M1 e

To Jearn more abiowt 1GT Govermment Affairs & Bosiness Development or 1T = video lottery terminals, progpssive
‘ 3 o
jackpots, Ulass 11, Class [ games, network systems, seever-based produets, electronio table games & easino services visit
www G T eom or call TO2-661-T777.
£ DT MY, AL g jeshennil
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An Interview with Dr. Winfried Wortmann
Managing Director of Westdeutsche Lotterie GmbH, Germany

President of the European Lotteries Association

(The majorty of ifis interview s continued online. Pleasea go to www.publicgaming.com o see this interview in its entirety,)

Following 1s as m-depth yet concise
an analysis of the European legal, po-
litical and regulatory environment as
it relates to the gaming industry as you
will find anywhere. Dr. Wortmann s
on the front lines of advocating for
a prudent approach to evolving the
gaming industry. On the other side of
this pirched barttle are the proponents
of liberalizing the markets, opening
them up o free marker competition
and cross-border selling, with minimal
regularion and taxation. In the middle are the shapers of regula-
tory and public policy. These are complex issues and Dr. Wore-
mann does not “dummy dovwn.”

While it may seem that the debate over how gaming should be
regulated in the European Union involves factors thae are unique
to Europe, it truly is not the case, First, the trade-offs berween
the economic eficacy of free market capitalism and rhe channel-
ling of profits for public benehr; the balancing ace of minimizing
social costs while optimizing financial return; the convergence
of public and private interests on the doorstep of legislatars and
regulators, and the fact that the financial stakes involved are gi-
gantic,..these issues are quite fundamental o our industry no
matter whiere you are on the planet. Second, geopolitical bound-
aries are simply no defence against economic imperatives, Ours
is quickly becoming a global and borderless industry that requires
an mternational pespective and an inremationally collabora-
tive approach to regulation. These issues and challenges really

Dr. Winfried Wortmann

div belomg to all of us, even if Eurape is blessed with the privilege
of wrestling them down first,

Paul Jason, Public Gaming: A couple of overarching questions
are simply, what is the best way for gaming and gambling to be man-
aged from a public policy paint of view? What system, whar pablic
peilicy, serves the best lomg-term mtevests of society! What is our jus-
tification for instseing thar the EU respect the preropative of mdividual
member states to control gaming, even preserve the monopolies, when
the EL) has foveed all other economic sectors to apen wp to frée market
campetition and free and open bovders!

Dr. Winfried Wortmann: These are indeed important ques-
tions thae call for careful consideration. Gaming is not just any
commodity like any other. Uncontrolled gambling can be a

Public Gaming Intermaticnal * Oclober 2008

source of considerable risk in rerms of addiction, fraud and erimi-
nality. The issue of gambling regulation is, first and foremost, a
social policy challenge and therefore falls primarily within the
jurisdiction and responsibility of the member states.

To sharpen people’s understanding for this, it is important to
look at the development of gaming and gambling in the individ-
ual European member states, Based on specific historical condi-
tions and culre tradirions, the citizens' attitude towards and the
organisation of gambling differs in Europe from one country to
the next. Gambling regulation is therefore an integral part of the
social policy of each European country of the European Union,

Right from the word go, the countries of the European Come-
munity saw gambling as requiring very serict regulation, chiefly
out of concern about the dangets of social destabilization. In
most European countries, the state monopoly has proved iself
as a stringent model for regulating gambling, whereby the levy
that is imposed on the stakes — which serves as a central lever
for curhing gambling and must be a key instrument of all state
regulation — auromarically produces high levels of revenue. In
all European countries — and not only there — this revenue has
always been used for pood causes.

[n its decisions so far, the ECJ has explicitly
permitted the member states to implement strict
regulation of the gambling market in pursuit
of their regulatory and social policy objectives,
up to and including the imposition of a monopo-
ly. Further important decisions of EC]J are
to be expected in 2009,

However, it is only a small step from there to the view that the
regulation of gambling is done not out of social responsibility bur
(exclusively) cut of fiscal motivations. And that would mean a
violation of the concept of subsidiarity — it would mean: abuse.

Public Gaming: How must national gambling regulation be seen
within the Evropean contexe?

Dr. Wortmann: Forgive me if | answer this question at some-
whar grearer lengrh. Bur | think that is necessary if we are
have a proper debare.

«continued on page 30

o
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delivered more than 180,000 lottery terminals. More than our capacity to meet the market’s current
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Bo Flindt Jorgensen

An Interview with Bo Flindt Jorgensen
Marketing Coordinator, Danske Spil A/S, Denmark

(The majority of this interview s continued online, Please go to www.publicgaming.com o see this interview in its entirety:)

Following is a discussion thar rouch-
es on some of the hotrest topics of
gaming. The lifestyle and interests of
the younger generation have always
been different from previous genera-
tions, Bur to think this néxt penera-
tion of player will *grow in to” the pro-
file that conventional games are now
targeting 1s almost certainly a mistake,
Cultural and lifestyle evolution is now
happening at warp speed. The gen-
eration raised on virtual reality games,
conmected o the Internet and Mohile 24/7. confronted with a
multiplicity of options in every aspect of the life...this genera-
tion is used o a life and recreational experience that is quire
different from even a half generation past. Furthermore, this gen-
eration expects the world to adapt to them and not vice-versa.
OFf course, not all jurisdictions are able to launch muld-player,
skill-based, money games over the Intermer. But we do need to
understand whar is happening in this mosr progressive realm of
gaming. Read on for a peak into the mind of the player who i

Bo Flindt Jorgensen

your future customer, And thar ‘future’ is upon us now,

What better product or medium is there than
games to enable people to interact with each

ather for the purpose of having fun.

Paul Jason, Public Gaming: When exactly did vou first laimch
the muldte-plaver pames?

Bo Flindt Jorgensen: The first games were launched in April
of this year.

Public Gaming: Has the respomse exceeded what you expected?

B. E Jorgensen: Yes, significantly. Frankly, our forecasts have
been bBlown away. It is more popular than we ever dreamed it
would be, and that’s with a limit amount of advertising compared
to other product launches. Even so, we can now see how important
it is to continue 1o deliver new features to the customers, because
the players must never get tired or bored with the games, Thess
customers expect variety and stimulating additions all the time,
so it is-a challenge to fulfill thar expectation for new products and
new features, We're fimding that the players want us to expand the
community features on the site and to be given the flexibility to

Public Gaming Intematicnal * Oclober 2008

explore and experiment with new fearures on their own. It is im-
portant to make ir inviting and engaging to ger the player involved
and interested. These players need o feel like they are in control
and not being directed or led by us or anybody else.

Public Gaming: Let's hegin at the hegmming and ask vou to explam
exactly what ‘Mudti-plaver, Commamiry-based games” means?

B. E Jorgensen: The selection of games that we have always
offered in Danske Spil is where the customer plays against us. On
sports betting we set the odds and they play against us, try to beat
thie odds. In Lotto, they pick out their numbers, and then we draw
the numbers and the player inds our if they won or not. What we
came to recognize, though, s that in the futare people will want
to not only play against us, but play agamst their friends, play
against other players, expand their gaming activity and not to
only play in a static type of game where you place a bet and then
wait for the result. So the games become a more interesting and
stimularing reflection of how good you are compared ro others.
We feel that is what the next generation is going to respond to
betrer than games of pure chance, They want the excitement and
entertainment value that comes with games that are interactive,
that give dynamic and real-time feedback as to how their play
and decisions measure up against other people.

Let's compare it to other forms of gaming and wagering. 1f you
buy 2 lotto or seratch-off ricker, or even place a bet on the out-
come of a sporting event, you make that one decision to place
that wager and then wait for the outcome. Ina mulri-player game,
you are also playing a game in which there is a decision to make
as @ player and a resule from thar decision. The similarity ends
there, though: Ina muld-player game, you make many decisions,
one after another, so it creates a completely different dynamic, a
completely different level of excitement, engagement, and player
experience. The outcome depends on a variery of factors, such as
whar decisions the other players make, for example. You ger in-
stant real-time feedback as ro the results of the decisions you as a
player have made, You're actually playing a game with many fac-
tors interacting in a dynamic way to produce a result. You're not
just placing a ber wich a limited number of potential outcomes.

An important aspect to the multi-player games is the experi-
ence of community, of social interaction. OF course, the player
can win money. But the fun and enjoyment of the games is based
just as much, possibly even more, on the fun of interacting with
friends and competing against other players, seeing how your per-

Joontinued on papgs 32
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now with

PLATFORM 8

Play our game and run your lottery business on the Internet.
@ 100 games including multiplayer with community features,

Marketing features,

Advanced player account administration,

All modern distribution channels - Internet, mobile, IPTV,

Reliability - 24/7 operations,

Advanced balancing of 3rd party suppliers,

World class security including SHA-256 password hashing,

Build for performance - distributed cache,

. Modular architecture.

To find out more, visit us at the WLA 2008 Convention and Trade Show in Rhodes.
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An Interview with Jan Stewart

Chief Executive Officer of Lotterywest, Australia; Senior Vice President of the World Lottery Association (WLA);
Chairman, Communication Committee; Member, Responsible Gaming Committee; Member, Strategic
Development Committee; Member, Security and Risk Management Committee

{The majority of this interview is continued online. Please go to www.publicgaming.com to see this interview in its entirety,) Also,
see Jan Stewan's fealure, Gaming in Australia: Then and MNow, on page 26.

WORLD LOTTERY ASSOCIATION (WLA)

Jan Stewart discusses the important role of the
WLA in the industry today, on the lottery market in
Western Australia, and on events ar Lotrerywest.

Mark Jason, Public Gaming: You have said that
youd regnilarly veceive vequests for mformation from m-
ternatiomal colleages. What tspes of challenges within
the mdustry do you believe cry out for the most commu-
nication among industry colleagues!

Jan Stewart: | think that simply transmitting and
communicating information in the broadest sense s
important. Providing a vehicle for the members to share ideas
about how we each manage different aspects of our business isa
crirical role for the WLA and our magazine. We have much to
learn from each other. Our business s 4 very important one for
the communities in which we operate. [ think we need to work
together to help each other to provide the best quality lottery

When you look at the percentage of market share
that Australian lotteries have on the east coast, it's
about 3% of the total gambling market. Here m
Western Australia we have somewhere between
[2% and 15%. Your can only account for that
through the differences m competitive environment.

we can, that communication and interaction can help to opti-
mize the performance of our lotteries and to be as prepared as
possible for the likely increase in competition,

Having said that, my response to requests for specific informa-
tion about how we market our products or promote the brand of
our lortery is thar first and foremost everyone must evaluate the
market in which their own lottery operates. What works here
in Western Australia might not work in the United States, for
example. | think it probably wouldn't, for a range of reasons
— demographic, historical, cultural, perhaps for legistative and
public policy reasons, But it is very interesting to have a look

Jan Stewart

GEMERAL DISCUSSION ABOUT THE BACK-
GROUND AND THE OVERALL GOALS OF
LOTTERYWEST

Mark Jason, Public Gaming: Prior to joining the
lottery mdusery, you were a social worker.

Jan Stewart: That's right. As far as |'m concerned,
| still am a social warker, ar least in the sense thar
use the communication skills | leamed in my ¢lini-
cal work every day in iny management responsibili-
ties, and also more particularly in terms of our role
at Lotterywest in relation to rhe community and
charitable sector of Western Australia.

Public Gaming: How would vou sax thae prepared sou for your
work in lotery?

Jan Stewart: The lottery business is like any business. [ts
about managing people. [ quickly discovered when | became
senior executive in this business thar the skills thar | leamed
in social work, how to engage, motivate, and inspire people,
are exactly the same skills that you need to run a business ef-
fecrively. Ulcimarely, you succeed in business because you can
effectively relate to and motivate people ta work together to
achieve the business goals which yvou have ser. So | discovered
that those skills were absolutely transferable.

And then, of course, | did have ro develop my skills in more
business related areas such as in finance, in project management
and marketing, as well as undestanding the way the lotrery in-
dustry actually operates, These are skills and knowledge which
I continue to develop, bure | do believe that if you haven't got
thee basic capacity to engage with and relate to people, 1 don't
think you can manage any business very successtully,

So that’s one side of it. The other side is that it is very impor-
tant to understand that the lottery business m Western: Aus-
tralia is set up effectively as a very big fund-raising arm for the
community and charitable sector of our State. We contribute
directly a considerable portion of our revenue to community
and charitable organizarions in Western Australia, which is
where my professional origins lie. So over the years, Lottery-
west has taken a lead role in community development, not only

Continued online. The majority of this interview is continued online. Please go to www.publicgaming.com to see
this Interview in its entirety. To see the Jan Stewart feature on Gaming in Australia, please go to page 26!
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INTRALOT s innovative Icon Digital Imaging technology introduces a new era in gaming
With it docurnent reading is becoming more Reliable, Flexible, Ergonomic and

Time & Cost Effective.

eyelOT i5 INTRALOT s new document reader. Ready to serve the gaming industry, || offers

an intuitive and easy way 1o read documents, while minimizing mainenance costs

ntralot

wiww.intralot.com
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Lvnne Roiter

An Interview with Lynne Roiter

Corporate Secretary and Vice President, Legal Affairs for Loto-Quebec, Canada;
General Secretary of the Montreal Office for the World Lottery Association (WLA);
2008 Inductee to the Lottery Industry Hall of Fame

{The majority of this interview s continued online, Flease go to www.publicgaming.com o see this interview in ifs entirety,)

Canada has evolved a highly so-
phisticated approach o managing the
gaming industry, The provinces have
almast complete anthority to regulate
eaming as they choose and many have
chosen 1o expand into all forms of
gaming. A guiding principal, though,
is to place as high a priority an social
and public welfare as the need to miise
money, The operators have great flex-
ihility in how they manage their busi-
nesses, but are all held to the highest
standards of corpomate social responsibility. Lynne Roiter has been

at the center of the regulatory and legislative changes that have
shaped the Canadian gaming market over the past 10 years.
Legal and regulatory matters have been center stage at the World
Lottery Association in recent years especially. Mrs. Roiter’s active
role in the WLA has influenced the WLAS mtemational approach
to thiese matters and her deep engagement with the legal and regula-
tory issues of jursdictions all around the word has inwm informed
her perspective on the complex regulatory environment that we all
now face. She brings to the fore a deep appreciation for how some le-
gl and political issues are universal to our industry bur also how each
jurisdiction has priorities and agendas that are unigue to it

Public Gaming: Canadian fedeval law basically prohibies all gom-
bling except that which is authorized by and contralled by the provinee.
Is that corvect?

L. Raiter: Yes and no. Under the Canadian Criminal Code
the general rule is that gambling is an illegal acrivity. The Code
does provide for a few exceptions. The principle one being that
a province, in accordance with its own legislation, can conduct
and manage a “lortery scheme,” alone or in conjuncrion with
other Canadian provinces.

The Criminal Cade also permirs charitable and religious orga-
nizations to conduct lotteries. They provided they have a license
to do so from the competent provincial authority and if all pro-
ceeds po ta charitable or religious canses,

Undur thﬂ C'l'i.l'ﬂil'lﬂl CUdC ﬂil money games l'.'.ll'. Eh:!ﬂu" @ar
of mixed chance and skill fall under the definition of *lottery
schemes," Consequently the rerm covers not only traditional lot-
teries but also slot machines, VLT and all casino table games.
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There is, however, a further restriction in the Criminal Code
whereby it is only the provinces that can offer games on or
through a computer, video device or slor machine.

Thisis why in Canada it is anly the provinces through their agents,
and not charities, thar can offer terminal gamizs such as lotto and nume-
ber games or Intemet gaming and electronic games (slorand VLT ).

The provincial legislation governing charitable gaming varies
from province to provinee. For example in some provinees there
were charitable casinos that basically operated 12 months a year
in the same location with the same operator. It was just table
games that were operated and different charitable organization
hiad their license for different days and received the profits for the
days corresponding to their license.

Public Gaming: Why is it that horseracing is treated seporately
from other gaming i both Canada and the United States?

L. Roiter: Horseracing is one on the oldest sports. There are
written records of chariot and mounted horse mces gaming back
to 638BC, but it is believed that the origins are from Central Asia
where Nomadic tribes domesticated the horse in prehistoric nmes.

The origin of modem horse mcing is n 12th century when Eng-
lish knights retumed form the cnsades with fast Amb homses. You
can see in our Criminal Code, and probably in other jurisdictions as
well, that homserncing 15 under agriculture. It was an industry that re-
lied on horses. There were horses of all different levels and calibers,
such as working horses and riding horses. The riding horses were
bred, first out of necessity and then as a sign of wealth and power.
Horseracing was called ‘“The Sport of Kings' for this reason.

All the casinos are ouned and operated
by Loto-Quebec. All the casinofhotel and
restaurant employees are employees of the SCQ,

a subsidiary of Loto-Quebec.

Public Gaming: So m effect, hovseracing began due 1o the very
real significamce of horses, both in agriculoere and in combat.

L. Roiters And in mansportation. Horses were a means of survival
wealth, Horses wene a true part of the economy, the social fabre. Now
obwviously they are not in the same way, but the sport part has survived.

coninued on page 28
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KEBA KeWin micro:

The tiny lottery terminal that offers
colossal performance.

From KEBAS poinr of view, it is highly appropriate that the WLA
Conveention and Trade Show is to be held in Rhodes from Okcrober
19-24, 2008. For just as the island was once the home of one of the
weniders aof the ancient world, the 30m-high stanie of the god Helios
known as the Colossus, it will now provide the backdrop for the de-
but of the KEBA KeWin micro, which constinures a tiny "wonder”
for the modern lottery world.

The KEBA KeWin micro lotery terminal has been developed
specifically for wse in limited spaces, e supermarket cash poings by
retailers with bow o medium: ticket volumes. The "micno™ i suimble
for scanming, printing, commumications, display and operations with
betting slips up to a size of DIN A6, Moreover, together with the high-
speed KeWin multimedia, the KeWin micro forms a rerminal family,
which employs identical funcrionality and this allows mixing.

Dhuring the design of the “micro,” KEBA placed a special focus on
footprint size. Accordingly, the terminal consists of a single housing
containing the user interface, system control, printer, communica-
tion solurion, barcode and betting slip scanner, integrated into one
logical unit, measuring just 158%266x20%mm (WxDxH). Moreover,
the KEBA KeWin micro’s high quality, standard industrial PC com-
ponents allow exact customizsation withour additional development
wirk, this ensuring attractive, time-to-market and costs; as well as
the safeguarding of investment in the case of funcrional extensions.

The new KEBA KeWin micro is the smallest terminal on the
nurket capable of offering o full minge of functions, from betting slip
scanming and network communication, o printing receipts and user
interaction via various displas. In face, the "haly” in KEBAS KeWin
family really does provide “grown-up” performance.

Eureka!" The advantages of the KeWin micro at a glance
* A full mnge of lotrery terminal functions in combinarion with

amininal footprnt, A modular structure thar protects invest-

ments and enables flexible adapration.

* Open PC architecture, which allows the application of various
communication solutions.

#® High degrees of reliability and availability that prevent sales losses.

* Fanless system contmol, which ensures epecially low power con-
sumption and long service life.

® The processing of tickets up to a size of DIN A6,

® Flexible ticket format selection and possibilities for the rapid
introcluction of new games,

* Ergonomic design thar integrares every movement into the oper-
aring flow nnd suppars the aperating procedure.

We are delighted
O announce
our new arnval!

Tha KeWin terminal family s dellghted by its new baby.
This: is because the KeWin micro combines all the functions
Ina ting 266 x 158 x 209 mm. Maoreover, as affliciency

is @ KEBA family tradition, the KeWin micro gets on perfectly
with its big brother the KeWin multimedia,

Hurrah! Visit us on Booth 38 al the WLA Conventlon and
Trade Show in Bhodes from October 19-24, 2008,

www.keba.com

IKIEBA

Automation by innavation
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Arl Macias

An Interview with Art Macias
Executive Director of the Arizona Lottery

(The majority af this inferview s conlinued online. Please go to www.publicgaming.com fo see this inferview in its entirety,)

Groundbreaking legislation  passed
in Arizona clears the way for a bond
issue of $1 hillion dollars tied directly
to future revenue and proht increases
generated by the state lottery. Director
Macias discusses the legislative changes
required to enable the lotery to gener
ate the revenue and profits needed o
fulfill those increased expectations.

Art Macias was appointed Execu-
tive Dircctor of the Arizona Lottery
in November 2005 by Governor Ja-
nier Napolitano, Prior to this appointment, he had served as the
Governor’s Director of the Arizona Department of Weights and
Measures since July 2003,

The Arizona state budget enacted last spring (at the urging of

Art Macias

Gov, Janet Napolitano) calls for using increased lottery revenue
to repay money borrowed for §1 billion for renovation and con-
struction projects at the universities. In order to enable the Lot-
tery to do this, the legislature relaxed some restrictions, notably
in advertising and distribution methods.

Legislative Changes

Mark Jason, Public Gaming: There are a number of tools that
could be used to increase revenue and return, such as an increased ad-
vertising budget, increased dollars available for incenrives, increasing
payouts, and the use of self-serve vending machmes. Have all of these
been propased to the legislature! Have some, or all, been approved?

Art Macias: Fundamental to the increase in revenue and retum
is the ability to adequately market the product. We introduced thir
ty-six to forty scratcher games every year, and have not been able
w place vinually any advertising behind the product thar gener-
ares slighrly more than 56% of our revenue here in Arizona. So we
started advocating for removal of the cap on our advertising budget.
The legislature had put in place a hard-dollar cap on the advertising
budget, a cap that remained static over the last six years, We were
not suceessful in the 2007 legislative session. In the 2008 session,
the Governor came out clearly identifying the Lottery as an under-
pedorming asset, and identified areas needing increased funding.
We hive a need 1o stimulate the economy, today and tomorrow,
by addressing deferred maintenanee across the university system,
and building new buildings to help educate our workforce and help
arow the economy. The Govermnor had asked the Lottery what it
could do ro maximize revenue, and at the same time a private/public
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coalition formed o advocate for a billion dollar investment in the
university system. The Governor had to force the issue by ‘'marrying'
these two initiarives. So that is what happened at this last legislarive
session. We had been advocating for certain changes to the Lotrery,
the ad cap first and foremost. After all, it doesn't do much good
change the payouts and offer more games il you cannot advertise
these changes o the public, the potential players.

In this last legislative session the legislature did pass, and the
Governor did sign, a budget thar removes the advertising cap, [t
does make changes that allow the Lottery to mise the payours on
the seratcher instant produces as well as other produces, and does
provide an appropriation for the implementation of an incentive
plan for Lottery emplovees. It also allows for the deployment of
additional technology and vending machines,

The legislature gives authority to the Arizona
Board of Regents to issue bonds up to a billion
dollars, with the lottery funding up to 80% of

the debt service. So that was approved.

Public Gaming: Was there also attached a revenue bond on futiere
lottery vevenute, 1o generate the funds now for investing i and uperad-
ing the universicy system/

A, Macias: The legislature gives suthority tothe Arizona Board
of Regenis to issue bonds up ro a hillion dollars, with the lotrery
funding up to 80% of the debt service. So that was approved.

The Lottery enjoys broad support from the Arizona legislature.
The recognized need for support of the University system simply
adds to this,

Assuming that we are able ro deliver, and | am confident that
we can and will, thar performance will solidify the support the
Lottery receives at a legislative level. This gives us the opportu-
niry to fulfill specific needs, and really demonstrate that we can
be held accountable for generating additdonal revenue,

Public Gaming: What's it ltke to go from a department like Weightes
and Meastires to a marketing organization, as the lottery clearly is?

A, Macias: It's distinctive on a number of frones. The meetings
with retailers are a lirtle different, People are a little more receprive
to recelving a commission check as opposed to a penalty. So that
changes the dynamic a bit. Bur, ar Weights and Measures | worked
with many of the same retailers thar the Lottery now has as ios sales

@
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torce. So there are similarities from rhar perspective. We really did
take a ‘compliance through partership’ approach during my time
ar Weighrs and Measures, and worked closely with the retailers.

But the difference is distinet, for sure. My predecessor called
after | was appoinved ro wish me luck, and to let me know that in
her opinion directing the lotrery is the best job in state povern-
ment. And I can honestly say that's whar it is.

Wealso need to more effectively develop our subscription esmails,
a Playerss’ Club, and use the interactive as a distribution channel.

Public Gaming: The rettom goes into the General Fund!

A. Macias: We actually have nine different benehciaries, quite
a cross-section of programs that we fund. The general fund is
certainly the largest recipient, with public health programs in
second place,

Competitive Environment in Arizona

Public Gaming: It seems as though the Avizona legislanre has
an awareness that relaxing restrictions is a necessary component of
increasid expectanion for renern, so that's what I'll focus on. Let's start
with the competitive enviranment,

Oibwiowsly, geoming in Avizona ts impacted by proximity to Nevada,
with Laughlin and Las Vegas within casy driving distance. To clarify,

Art Macias

are there racinos andlor Indian Gaming offerings in Arizona?

A. Macias: Absolutely, We have a number of Indian Gaming
casinos that are in close proximity to both the Phoenix and Tue-
son metropolitan areas, 1t is estimated to be a 52 billion industry
here in Arizona.

The focus of this group isn’t on gambling per se,
but on gaming. Wii and X-Box, video gaming:
How do we marry the feel, involvement and

emotion of that type of play with lottery products.

Public Gaming: Do you believe that lotery competes against ca-
sino offerings, slots i particular?

A, Macias: | think there is some competition there, some
owverlap, But we also And that the markets and customers are dis-
tinct, the players are different, So, while there is some competi-
tion there, it's by no means o head-to-head Competition.

Public Gaming: 5o it's more abour comperng for discregionary
entertainment dollars, rather than players making a cheice on whether

.Jcontirued on page 84
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An Interview with Constantinos Antonopoulos

CEQO, INTRALOT SA

(The majorty of this infernview is confinued online. Please go to www.publicgaming.com o see this inferview in its entirety:)

INTRALOT is on a bir of a roll,
implementing new networks and con-
tracts, increasing revenues and profis,
firding creative solutions to all man-
ner of ohstacles, ploneering new busi-
niess operating models.. . Mr. Antono-
poulos’ indefatigable optimism drives
INTRALOT tenacious push into
new games and new markers. Bur at
tukes more than a positive mental at-
titude o conceive of and execure this

Constantings Antonopoulos
kind of high-octane growth strategy.
Let’s allow Mr. Antonopoulos to explam...

Paul Jason, Public Gaming: The fmancial performance of IN-
TRALOT has been quite extraovdinary. Posting a 44% increase in
sales this past fiscal vear; averaging 38% annual sales prowth over the
past four years; mamtaining censistent profitabiliy while investing in
that vate of top-line growth.

Constantinos Antonopoulos: As we become a leader in this
industry, the size of the contracts get bigger, the size of the proj-
eets and jurisdictions that we support have grown significantly.
Our tap-line has increased ar a sharply higher rate than net prof-
itability, That's to be expected, with forward looking investments
and start-up costs for new contracts affecting short-term profit-
ability. We expect that to improve in the near furure.

We managed to implement this start-up in
record time. But the need to assess operations,
adapt to real-time feedback, and quickly evolve

the most effective course of action,
these challenges play to our strength.

Public Gaming: I notice that sou invese 2% of your: technology
sales hack mto research and development.

C. Antonopoulos: In terms of numbers, a significant part of our
revenues comes from sales of rechnology. The other part of our
revenues comes from operating lotteries. The amount we spend
on technology as a percentage of sales is definitely on the high end
compared to our peers, not just in the lottery world but also in the
technology world. We are committed to developing new products,
niew platforms, new content, improved business processes and we
fund that commitment with significant investments of capital and
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human resources. Thar's whar is driving our growth,

Public Gaming: Your ability to mmovate and the vesules of your
focus on imovarion is evident in the produects that you've develaped,
things like Mesh Radio, Winstatiom, B-On, the micvaLOT terminal,
amd now Phaton with the new “icon digital imaging technology.” Your
focus on rmovation is also evidenced in hsmess processes, and ways
of thinking and gomg to market. You and Tom Littde have been walking
for vears abour the comcepr of enhancing retailer performance with
a vestructuring of retatler compensation that vequives a buy-in, say
£10,000 per year, and then complementing thar with a much more
rewarding commission plan for the tap performers. And new you are
implementing that in Victoria, aren't you?

C. Antonopoulos: Yes. We have established a very big nerwork
im Victoria, Australia, INTRALOT is now the biggest nerwork
in Victoria. You are very correct in saying thar the rewards and
the incentives that drive a good retail network is a vital compo-
nent to success and performance. After the license to operate,
the most valuable asset thar a lortery has is its retail nerwork.
The compensation structure is the performance driver. If it is too
small or not structured properly, then people do not care, Perhaps
surprisingly, i it is too large and not structured in a way that
forces people to eam it, then you end up paying more and inad-
vertently are just training people to be lizy, Structuring an ef+
fective retailer compensarion plan is an extremely sophisticated
process, and what works best will vary from one jurisdiction to
another, There has to be a balance, it has to be perceived as fair
and logical, and most importantly, it has tomotivate them to pay
attention to you and sell more product. And ves, as you point
out, we are innovators in this area as well.

Public Gaming: The Lick Factory” m Avstralia, i this ¢ new brand-
g concefpt! Are you trying to implement sont of a localized branding con-
cept? If so, are you domg that m other places and what does thae mean for
the INTRALOT brand! Cr am | missnderstanding it altogether?

C. Antonopoulos: The Luck Factory” isa branding concept, which
s local, only for Victoria and Tasmania. This is something that has
been developed in Australia for the Australian society, [ts not some-
thing that is a global approach. INTRALOT i our corporate brand-
ing iy Australin and the rest of the world and will continue o be,

Public Gaming: In reading about Vicroria, some of the smaller
retailers complained that they shonddn't be charged the same amount as
the lavper vetailers, thar pevhaps there should be a tered system, charg-
ing less for lower volime retailers than for higher volume retailers.

¢
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C. Antonopoulos: Victoria is a new startup. At the begin-
ning, nobody knows for sure who is going to be the larger
retailer. Maybe the under-performers just needed a finan-

Bur think abour tt. ¥

who is PENEIrAaring a m

cial incentive are @ new operacor
et that has had the experience of
one single operator for the past 54 years. And we managed
to implement this start-up in record time, Bur the need o
assess operations, adapt to real-time feedback, and quickly
evalve the most effective course of action, these challenges

r L] e

are extremely happy with the size of the network

play to owrstrengeh. Thar is whar INTRAL and does
well. W
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the Victoria implementation is doing well. We are focusing
on providing more and better content to the players. In the
short-term we are evaluating the existing games, and chang
will be made. We are |i:u[t‘!'|1T1_1.{ to the customers, ||:~t:.-m1'|s_: Lo
the agents, establishing an interactive way of communica-
tion. The results we are achieving in Victoria are in line with
expectations, and we are very optimistic about the future.

We have faced some challenges in Australia, but clearly this

Your TVdraws
deserve the best! i
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Machine « Worldwide High Profile Service « Reliability
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Constantinos Antonopoulos

is good for the industry, this 15 good for the marker in Australia.
INT

way of thinking to Australia, Now you have eve

LOT is introducing a new way of doing things and a new
one thinking

abour how to improve, how to make tomorrow berrer than taday.

The important differentiation is not between

state oumership versus private, the important

distinction 1s between the government licensed
world and non-government licensed world.

MNow overyone H"i.'l“'lu |'I-' 5 T |1-i[r.‘.]‘| ro 'i.'ﬂ{'h I"'ll'l-f.'l. pay atrentuon

their business partners and especially to the players themselves.
That's what hay

marketplace and it's a good thing.

W Wl’“'“ YU Inkr l-dﬂl-.t' compet ion into 3

Changing from a totally monopalistic and opera-

a clistomer driven business

Public Gaming:

tor driven miarket i ¢ a dravmaric change

Jconfinued on pags 35
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2008 World Gaming Survey

GTECH Unveils Powerful
2008 World Gamin

and opinions of lottery players.

The 2008 World Player Survey, @ powerful new study of 8,000
lottery playvers from around the world, was commissioned this
past summer by GTECH and the results are being released this
fall. The preliminary report is stunning, both in terms of the dara
mined from a broad eross secrion of international players and in
terms of the trends it helps to identify on a global basis,

GTECH retained |pcius Reid, one of the world's leading market-
ing research agencies, to conduct a survey of 8,000 sell-identified
lottery players who have played in the past year and could partici-
pate in this survey through the Intemet. From 10 countries around
the world, the survey included equal-sized player samples from the
LS., Mexico, Canada, the Unired Kingdom, Italy, Sweden, Po-
land, China, Taiwan, and Australia. At least 2,000 of the wotal
8,000 survey sample was comprised of the 16-34 age demographic,
lending valuable insight into the artitudes and mindser of a class of
players thar has been at the core of lottery debare for many years.

The objectives of this research were to identify current arti-
tudes and usage patterns in lottery play, Internet, and other non-
lottery gaming; anticipate future gaming opportunities; assist the
lottery industry in identifying brand maturity levels and compet-
ing gaming forces; provide insight into core participation levels
and spending; and generate dara for use in best practices.

The data fuels GTECH's ongoing best practices and reinforces
our current efforts to provide the markerplace with the bestsolu-
tions available. In addition, the World Player Survey provides
GTECH with marker data to further develop and solidify the
strategy behind its New Media and Spores Betting Division:
The invaluable insight into interactive gaming trends, new and
younger player draw, and sustainability will be leveraged for cur-
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Survey Results
Global survey lends valuable insight into the attitudes

rent international lotteries and the eventual adoption of inter-

active, Wel-based gaming in the LS,

Collected over a two-week period m late May 2008, a few of
the key findings melude:

® The study confirmed that the most appealing features of lottery
games for players around rhe globe include:

— A mulri-million dollar grand prize { 76%).
- A game where you know immediately if you have won (75%).
- A game where the jackpor grows if it is not won (T4%).

* Many of the features that received lower scores of appeal were
those that would change the nature or style of lottery play. Only
30% of people found it appealing to have a lottery game that
played like a video game while approximately a quarter found it
appealing to have a game that fecls like a casino game (28%),

o While 44% want to play at home on the Internet, less than
| i1 5 are interested in playing games on a video screen or
on a mobile device: These results vary considerably depending
upon Internet gaming penetration,

* Purchasing mffle tickers has the highest past participation rate
of non-lottery paming activities, with 72% of playvers having
played, The nexr highest is participation in sports pools (42%).

® Single visit and past four-week median spending on non-lot-
tery games exceeds thar for lortery sames: and on a single visit,
players” median spend s approximately 50% more on none
lottery games. And the younger demographic past four-week
spending s also significantly higher for non-lottery compared
to lottery, indicating potential for lotreries o artract some of
those gaming funds.

» Although past four-week spending for men is higher than for
women on hoth lottery and non-lottery gaming, this difference
is more pronounced for non-lottery gaming.

Findings reveal player participation in terms frequency of play
by game type, of games ever plaved (within past vear), past six
months, and past four weeks. In addition to the combined re-
spondent results, playership profiles for each of rthe 10 participar-
ing countries, as well as the age and demographic groups, show
interesting variations among countries and player segmenis.

This survey provides us with tangible, actionable data to support
(1113 !itl"ﬂtt.ﬁ[[ l'InJL'I tﬂl:tll:ﬂ] m‘;nmmendﬂt]uns o our lLTHEﬂ.’ FNIHI'I.EIE.

Please contact yvour respective Regional Marketing Directors
for more information about GTECH's World Player Survey,
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Implementing Multi-Player, Commmunity-Based Games Now
...and staying compliant with your jurisdictional regulations.

Team Betware discusses creative
approaches to keeping up with your
customers’ changing lifestyles and
game preferences.

It is ¢rucial for any business to cater
to its customer needs. After all, cach
product is only successful when it grabs
the customers’ attention. Ina constantly
evalving world this is a challenge — cus
tomers” preferences and needs continue
to grow and develop.

In the gaming industry this challenge
is even more demanding. Technology
changes constantly, requiring that opera-
tars continuously develop new products. Modem players easily get
tired and bored with the games and they expect new addinions and
new fearures. To remain competitive, the lotrery has to develop
games which offer more than just the excitement of winning mon-
ey. The trends show thar players demand a combination of com-
petition with the pleasure of meeting and interacring with people
within a group. Community based games are the answer.

Being an owner of an active and committed community provides
the operator with a loyal base of dedicared participants. Research
shows that social sites users on average spend approximarely 1 -
1.5 hours a day online, Usually participants are equally distribured
between men and women between the ages of 25 to 49, which
15 a VEry atiractive Targer group. Access to this ll.'ll'ﬂf.-' amount of
onlinge time commitment not only provides a loccery with plenty
of targeted advertising opportunities, but also results in increased
enrollment and sales coming from orther game categoties,

Mot all operators, however enjoy the benehrs of offering com-
munity based games, due to legal regulations which 1‘lmhi|:il in-
ternet gaming, Yet, following the constant changes in gaming
industry is a crucial element of staying competitive. Recognizing
this trend, Betware offers lotteries an option to implement this
new gpe entertainment as promotional pames, By doing so, a lot-
tery can position itself for the gaming future and still stay compli-
ant with the laws and regulations of its jurisdiction. Implementing
multiplayer games 4s a non monetary gaming option permits the
lottery o create a community of satished customers, attract a new
generation of players and technically prepare for possible political
changes which would allow the option of money gaming.

Through its multinational presence and many years experience,
Betware has become a thoughr leader in the industry. The com-
pany constantly implements changes and improvements which
create a new dimension of performance.
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The combined experience of Bet-
wire and Certus (Danish multiplayer
games developer, owned by Betware)
along with the Danish Lottery (Dan-
ske Spil) resulted in creating a First
multiplayer range of games offered by
a state lottery — Zezam. The first four
games available as part of this proj-
ect were selected due to their known
popularity. The success exceeded even
the most optimistic expectations.

Betware provides a range of Mulri-
player Games in different categories,
each of which offers @ unique possibility o play against other
users in real time. The games are grouped into:
® Card pames

(ep.: Hearts, Whist or Casino)
¢ Board and dice pames

{e:g.: Backeammon, Battleship, Checkers or Yahtzee)

o Action games
(e Blockwar, Mars Artack, Battle Ocean)

This variety caters to the players’ broad range of preferences.
Mareover it allows them to enjoy the sume games they have
plaved with their friends in real life, now through the accessi-
bility of modern age communication media. All games provide
community features such as chars (room, game or private), in-
vitations, private messages, bonuses, game statistics and user
management amongst others. These funcrionalities enable m-
teraction between plavers and offer the possibility to make new
friends or participate in toumaments. Multiplayer Games build
COMmMuUNICY suppart and entertain ar the same time.

The main advantages of Berware's platform are irs flexible na-
ture and scalability for new funcrionaliries. lts components can
casily be adapted o different looks, languages and gaming readi-
tions. Flexibility comes from the modular design. Each service can
be customized to the individual elient’s needs while keeping the
same “core” for all clients, ensuring synchronized updates. The
]:l[uII!hnn offers cumr-ictc security toor both the pinﬁ.‘cr and operator.
Working on a Secure Application Server through encrypred and
multi layered commumications ensures maximum safety,

Dreveloping lottery solutions and services since 1996, Betware
is a pioneer in the online gaming market. It supplics a highly flex-
ible gaming system also nmning sports betting games, number,
instant, casino and horse betting on multiple channels. Betware
is prond to coaperate with clients, which include the largest and
most innovative in the world lottery industry,
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Think players
1 might like more for
their money?

Why not give players a jackpot game that Lets them win more by simply choosing to increase their wagers? And why not enhance
the jackpot prizes too, not just highes “consolation™ prizes? Our games do all that and more, without imposing a price increase on loyal fans

of your current games.
See how easy It is to customize your own prize structure with multiple price

options In a single jackpot game. You can emphasize jackpots or boost all prizes, L
otteryd mics-

the choice is yours!

Give your players more for their money!
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GSA Protocols:

How and Why They are Important and Relevant to Lotteries and
Lottery Operations. Part 2 of a 3 part series.

By Marc McDermott, Technical Director, Gaming Standards Association (GSA), www.gamingstandards.com.
(The majorty of this interview fs continued oniine, Please go to www.publicgaming.com to see this interview in its entirety,)

In part one of this series, we discussed
the (GSA organization and its mission
statement — the development of stan-
dards for the gaming industory, We also
discussed some of the advantages of open
communications and looked ar some of
the benefits it provides for lotrery opera-
tors. In part 2, we will dig deeper into
GSA and its protocols to see, in more
specific terms, what benefits GSA pro-
tocols offer and how they apply to lot-
teries and lottery operations.

GSA protocols address the three fundamental A": Authen-
rication, Accountability, and Agility. These three concepts are
ar the hieart of the protocols. [t is because of & concentration on
thee three “As that the GSA protocols can provide the gaming
industry with the communications technology capable of sup-
porting it for the foreseeable future.

To see exactly how this works ler's start with the first "A™
Authentication.

Authenticarion, in this sense, is the ability to ensure that the
software on the floor, or in the games, is exactly what was ap-
proved to be there and is free of tampering. This concept applics
to large, casino style, lotteries and, even more so, to wide aresd

Marc McDermott

lotteries where small numbers of gaming terminals are in numer-
CLs, Sl'li'li'l.". :Iﬂd in many times remote, |ﬂcﬂtmn5. I[ Is 'LI.‘.L‘E‘L‘ Eﬂ“l“.
remote operations where: the surveillance is limited or non ex-
istent, the proprietor of the location containing the terminals is
the least sophisticated in gaming and the ahility of the lottery
operator to physically check the terminals is seriously limited,
that the highest level of risk occurs. To address this concern as
well as to address the requirements of the larger operations, GSA
included the GAT functionality in the G215 protocal.

Gaming Authentication Terminal or GAT, provides a means
of verifying the software in a gaming terminal from the back of-
fices of a larpe casino operation or from the lottery offices for any
type of location. GAT s not a software package and requires no
third party equipment to be installed or used. GAT is simply a set
of commands that have been incorpotated in the G25 protocol
that, if supported by the terminals and the querying system, can
provide a powerful authentication capability that exceeds, from a
security aspect, all bur a very thorough on-site inspection,
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The G258 GAT, while much more sophisticated then the orig-
inal GAT, still follows the same basic principles for validating
software on a gaming terminal. GAT allows an operator to com-
mand 2 gaming terminal 0 nun 2 hash over jts nternal sofrware
and to recum the answer to the querying terminal. The operator
compares the returned hash answer to the hash answer on file
and, if it marches, the software in the terminal is correct and
unchanged from when it was originally approved and installed,

A an additionsl security measure, and to prevent an artacker
from learning the hash answer and returning ir, the G25 GAT
supports several different hashing funcrions inéluding CRCs,
MD5 and several variants of the SHA hash algorithm. The al-
gorithm type that the terminal is supposed to run is sent with
the command to run the verification. Each verification algorithm
will return a different hash value. In this way multiple hash values
may be checked and verified to be correct. Beyond that, the G25
GAT also allows a “salt” and/or "seed” value ro be sent with the
command to verify the rermimal'’s sofeware. These values are used
o add a starting value to a hash algorithm or w adjust the initial
components of the hash algorithm. The result i5 4 hash answer
that is complerely dependant on the seed or sale value issued as
indicated in Agure #1. The seed or salt values can be determined
immediately prior to the verification so that the likelthood that
someone would know them and be able to fake a correct answer
i5 extremely remote. The result is an extremely high confidence
level validation of the rerminal’s software.

Because the GAT capability is based on sending speciiic com-
mands to, and receiving informatton from, a gaming terminal, the
GAT function can be conducted from anywhere there is a secure
connection o the rerminal. In'a G25 network, for example, all the
dara is encrypred wing TLS/SSL encryption. A security certificate
is supplied specifically by the venue operator or the lortery operator
and is required to be able to commuinicate on the network. Without
the certificare, information cannot be encrypred or decrypred and
so o intelligence can be gatned from the information. So, from
inside the saming venue, communication from the GAT server
to the terminal targeted for software validation requires that both
the GAT server and the gaming terminal each contain a security
certificate. Also required is that both the server and the terminal
have implemented the G25 GAT protocol. Once these security
and protocol requirements have been met, the GAT commands are
sent, the resules are received and compared to the master file and
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the basic verification is complete. As mentioned above, additional
hash functions may be used, provided they are supported by the
terminals, and seed/salt values may be used in further GAT verifi-
carion commands if the operator feels it is necessary, Additionally,
this function may be automated so that many machine may be
instructed to authenticare sofeware simultaneously.

GAT operation from a remote locarion is basically the same a3 from
the gaming operation back-of-house offices excepe that additional se-
curity messures, such as firewalls and VPN (Viruad Privare Network)
connections, are established between the lomery ofhces and the venue
where the margeted terminals are locared. The basic layout for both the
back of house and remote GAT connections are described in Figure 2.
Maote that the Figure 2 is intended to convey basic function and does
notinclude all the network equipment necessary.

The thoroughness and complexity of the GAT functionality
shown in figure 2 is an indication of how important the verifica-
tion process is to our member companies. GSA sees this capahil-
ity as a fundamental requirement as it provides those responsible
for the proper operation of the machines a serious means to en-
stire themselves and their constituentes that the games are being

conducted in a fair and responsible way,

Smartplay
International
Lottery Gaming Equipment
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(G54 Protocols

ability 15 not the only way GSA
protocols assist those ri:srmnnibiu for the

ever, there are many forms of accountability. The most obvious
is the correct and proper reporting of information from the EGM
to the back of house system. Basically, does the information get
from the machine o the
correct when ir gets there and does
complete report of the m

Another form of
ulatory agency and the lotre

Counting system, 18 the information
the informarion provide s
performance.

countahility is that of the government reg-
fOperator to its constituents arud
patrons, This type of accountability is more in regards ro the in-
teerity of the games, and the integrity of the lottery operation,
The faimess of the games, what software is actually installed, can
a patron actually win, these tssucs are critical to the success of the
lotrery as they speak to the most basic concepts of the pames and
to the reason that the governing bady is involved.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com (o

» this interview in its entire
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Is It “Crunch Time” for the Online Lottery Sector?

One thing is certain, lotteries must improve game content.
By Tim Green, Vice President, Intemational, Lottery Dynamics Corp.

Aguinst g backdrop of economic uncer
tinty in the US. and elsewhere, it would
be a brave lotrery director who would not
confess that times ahead could well be un-
cerrain for the lomery sector

The conundrim = how do you continue
tovdrive net returns against a backdrop of the
credit crunch, increasing prices across the
general cost-of-living indices; recession in
the hosing market, fuel prices conrinuing
to énode disposable consumer income, plus
several ather baromerers of the economy all
pointing to onward intlarion and recession.

Looking at the on-line game product seg:
ment; the traditional ols available to any lottery to increase revenue have
been focussed on the following: ricket price increases, increases in the prize
payout percentage to playvers, or matrix changes (which invariably increase
the average jackpors at the expenise of lengthening the odds of the game. )

Such opeions miy all be viable (especially in favourable economic condi-
ticins), but have generally failed to penerate sistainable long-term growth
in the on-line produict catepory. Moreover how much can we veally expect
from: players during difficule economic circumstances?

Ler us escamine these tradivonal ways of increasing revenoe in tur,

Thiere is o doubr thar online ticket prices have fallen behind those
of event the instant ticket sector where it's the nomy to have different
priced scratch tickets all offering largely similar style game contenr,
albeir with different prizes,

Thise lotreties that have taken the opportimity fo increase onling pric-
ing in the last few years have seen positive results in the knowledge thae a
rechuction in bet volume can be affser by overall revenue increases.

With today'’s economic conditions, the climate is very different and the
outcomie of impesing price increases on discretionsiry consumer produces is
far from certain. Is now the time to be relling your players thar irstead of
spending £1 cr €1 on a vicker, they must spend £2 or €21

In the instant product segment. the sometimes short shelf life has al-
lowed operarors to test the market with higher priced scravch gamies, bat it
is ok quite 5o easy to-do this with a game like loteo tha is often the centre
pieceof a product category. And even amang lotreries thac offer a full range
of instant game price points, it s important to note that 31 games still have
an important place in the instane product iz

The riexe popular “strategy” for mereasing revenues bas invobvsd -
creasing the percentage prize payour. Whilst a successful stratépy in the
past (especially in the instant ticket sector), does it necessanly follow that
such a strategy will maximize oneline game profiss and s now the best time
1o be considering this oprion within the online secror! At a time when
on-line loto sales are showing no signs of long-term growth, it would be
risky for any lortery o rely on this seravegy withour considering the full
CONSGEUeTICES ON TEVETIUES OVET T,

A third popular histoneal choice has involved a marrix change, This
stratepy innomal circumstances may be worth considermy, bur consumers

Tim Green
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should be expeeted to be even more value-conscious in these troubled eco-
nomic times. Aoy changes making it harder for plavers to win, therefore,
should offer added-value in other ways (perhaps in frequency of winning)
o offset longer odds

Mane of the above altermutives offer an idéal solution, especially now
whien players really expect and demand more value for their money, So
what seems o be apparent is that lotreries hive mo look beyond the -
ditional tools wsed 1o increase revenues, especially in today’s climate,
Without doube operators need 1o increase sales and produce increased net
returns, but how can this be done?

O unswer lies with game content. The instant ticket market has
moved with the fimes in this regand, but content imvolves 0 much more
than just paying a premium for brand equiry.

Lorteries have 1o look at incomporating content fnro their an-line prod-
et partfolio that gives today's demanding consumers ‘chodee” and *value'
without alienating more maditional  plavers who don't wane change.
By ‘choice’ | mean offering plavers of jackpot games the ability (like
scratch) o spend 31, 52, 55 or even 510 1o win prizes that increase as one
spends more (but again withour disenfranchising or alienating core players
whao don't want change. )

On-line lotto games should allow players to play mstantly as well as by the
traditional deaw-based merhod. New games must have contenr that excire
plavers, and offer insmane gratibcation and frequency of winning experiences
thar makes even the occasional player want o be part of the excitement.

As part of this strategy lorreries should embrace new branding opporru-
nities (sirmilar to the way the vendors have suceessfully developed strate-
gies for the instant tcker market ). Operrers should consider on-line loto
games that offer co-branding oppormunities for the retailers, sy s,
petrol stations erc., so that on-line games create a closer relationship be-
twieen the operatar and the retailer. After all, pressure is aleeady extreme
enough on retailers to make acceprable margins from selling lotto, so mre-
sponse operators shoubd consider developimg ways to attrct the retailer o
thie on-line games category with joint marketing | branding opporunities,
ot prize redemprion models that involve and benefir the rerailer. Linked o
this strategy could be promotions with special themed drws o holiday'
draws building off the suceess of 'raffle’ style game content (again in osso-
ciation with remilers), all desipned 1o drive lotrery sales-and retail sales.

The combination of player choice (giving players the ability to bet more
to win maore), coupled with really exciting game content offering exciting
prizes, all desipned o maintain méarging and maximize net probis, & our
collective challenge for the funure.

Obwiously, many ather factors come into play including legal, policy and
uther jutiscictional fssues that all ave o be considerad in determining
o quickly lotreries can embrace such tew opportunities, Additionally,
sometimes new opporunities are viewsd with resistance |, but it is clear
that lottery aperators have to be open minded in recognising a need o
embrace change.

Game content can play a viml role in driving revenues back into Joto
play and breathing new life into ourhighest manzin produce carepory, espe-
ciilly during these uncermin economic fimes.
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| Stewart: Gaming'in Ausiralia

Gaming in Australia: Then and Now
An interview with Jan Stewart, Chief Executive Officer of Lotterywest, Australia
(The meajority of this imterview s confinued online, Please go to www.publicgaming.com o see this inferview i its entirety:)

Mark Jason, Public Gaming: Do the individual states in Anstralia
comtrol gaming policy within their oun jurisdictions, or is gaming policy
a fedeval issue?

Jan Stewarts We're not dissimilar to the United Staves in this re-
gard. We are a Federation. Under our Federal Constitution, the states
control their own legistation i relation ro gambling. As a conse-
guence, each state in Australia has developed very differendy. That's
why we've gor such interesting differences in the way our various lot-
teries are sructured.

1 will sy, though, that several years ago the Federal povernment
became increasingly alarmed at the expansion of intemet gam-
hling. So we have an Interactive Gambling Act, which effectively
limits the opportunity for the setting up of internet gambling in
Australia, So only those operators who were operating at the time
that they introduced the moratorium which preceded the Bill be-
coming a law are allowed to operate. So for example the Australian
casinos don't have an intermet presence which sells casino products.
The lottery industry can only sell their current land-based products
{mainly Lotto) on the intemet. Some of my collaigues in the east-
ern states, namely Tarrersall’s and Golden Casker, which are acto-
ally one and the same now Tartersall’s have purchased the license
to operate the Golden Casket Lottery Corporation which runs the
Rueensland lottery, offer this service o their customers. None of
us in Australia sell the sports lortery produces which some of the
European lotteries do, though. It would be against our federal law,
But federal law does not control land-based gambling in each state.
That's entirely a matrer for each srate,

Sai the Australian lotteries can offer subscriptions to online games
lotto over the intemet, for instance, But we cannot offer, for instance,
poker or sports betting (other than the one game we sell, Soccer Pools
over the internet).

Public Gaming: 5o federal law for the maost part prohitbits intermet gam-
bling. How does it enforce this prohibition?

. Stewart: All of the Australian Lotteries as state authorized or-
ganizations are bound by this law so there is no need for the Federal
government o enforce i in relation to us. | don'e really know how
they enforce it in relation to unsuthorized operators but certanly
they would not be permirted to ser up a presence in Australia. As you
know, its very difficult ro stop people accessing unauthorized online
gambling sites if they wish to do so.

Public Gaming: You mentioned some interesting junisdictional anoma-
lies fromn state to state, Condd yonr elaborate on that a We?

J. Stewart: Well, [ don’t know if you'd call them ‘anomalies’, bu
there are certainly differences from state to state. We have sis states in
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Auwstralia, and two territories, one being the Northem Territory and
the ather being our equivalent to your Washington D.C., the Austra-
lian capitol temitory. When Australia became a federarion, none of
the states could agree on who should host the capital. So they created
this small territory, called the Australian Capital Territory, and cre-
ated a town called Canberra, which is now our capical city.

Let me begin with the oldest lottery, Tattersall's. Tattersall's was
established in the late nineteenth century 5, set up as Tarrersall's
Sweepstakes by a gentleman named George Adams. IF you look at
Tartersall’s website, you'll see that their logo is actually a photograph
of George Adams. Geonge somehow got the license to run the lotrery
originally in Tasmania, a relatively small island stave to the south of
Australia, Subsequently, he obtained the licetse 1o operate in Victo-
ria and the Northermn Temitory, Tattersall's also now holds one of the
twir licenses m the Austmlian Capital Territory (the other is held by
thie New South Wales Lotrery Corporation). When George Adams
died, hee left a will which established Tattersall’s as effectively a private
trust which would continue to operate the lottery in the states and
rerritories where he had held the license. For many, vears Tatrersall's
was operated by four tmustees, one of whiom was the great-nephew of
George Adams. George died without any children.

As | understand it, Georpe Adams left a very interesting will, leav-
ing the profits of the business after all the various taxes on the lottery
busitiess were paid, to his descendents and to the employees of Tat-
tersall’s, as a kind of profit sharing. | believe his will also provided thar
some of the money po to charity at the discretion of the Trustees.

Up until 1992, Tarrersall’s had run the lotteries in the areas | men-
tioned above. In 1992, they extended their business operations when
they were awarded one of two licenses issued in Victoria to run what
we call in Australian ‘poker machines’ (or ‘pokies’). You'd know them
in the USA as Video Lottery Terminals or EG.Ms.. They moved into
the poker machine business at this point. Of course, thar business
grew hugely, to the paint where the lotrery business is probably in the
order of 10% of Tattersall's total business.

Fourar five years ago, the trustees of Tateersall's made a decision that
they should apply to have the Trust amangements changed because
they wanted to floar the company which has now happened. Tatter-
sall’s are now acompany listed on the Australian Stock exchange,

Public Gaming: 50 Tattersall's has always operased as an mdependent
comipemy, government regdated bt not povemment-controlled.

J. Stewart: That's right, To the best of my knowledge, Tattersall's
was the only lottery globally that bas operated under a private erust.
They have always operated under license to the Victorian goven-
ment, 50 they have alvwaiys had o deal with a regulator,

From here, it's not an easy stary to explain. Abour three years ago,
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the Vicroran government made a decision thar the lottery license m
that state should be open to bid. To the best of my knowledge, until
that point the Victorian govemment had always simply reissued Tar-
tersall’s a new license, However when Tattersall’s license expired that
time the Victorian government issued an open invitation to bid for
the license, Tattersall’s obviously bid, as did Intmalot. | don't know
whether any ather company actually put-in a bid as well,

The Victorian government then went through an extracrdinarily
lengthy and quite complicated process of deciding how to respond to
the bids, The end result came Tast vear, when they announced thin
they would split the lottery license. Tattersall's retained the right to
run Lotto { Bloe praduets only) games. So they lost the license o mun
instant lotteries, and lost the right o sell a couple of relatively minar
products sold only in the states where they held a license, one being
a daily Keno game and another numbers game. Intralor then were
awarded the right to run other games, a5 well as instant lotteriese,
My understanding is thar their license also allows them o form ‘hlog!
armangements, if they can form partnerships to do so.

Intralor launched cheir lottery on the Tst of July. Its been interest-
ing watching the news services, Intsalot has !1tcg_,n.r1i;1rl.'l.| with a number
of retailers, 700 altogether, which includes a number of retailers cur-
rently selling Tarrersalls products. So we have the interesting scenario
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in which a1 retailer has the Tartersall’s terminal and very strong Tatter-
sall’s branding on one side of their shop, and an Intralot teeminal and
instant lotreries on the other side of the shop. Some of them seem o
be really strupgling with this. The Tattersall’s counter for their instant
products was quite sizable. And Tartersall’s has made it very clear that
Intmalot products cannot be sold our of the section of the shop from
which thar Tattemsall's other products are sold. So we have in Victoriaa
riumber of shops that are both Intraloe and Tartesall’s recailers,

Sa that's been a really inreresting and unusual development here,
So thar’s Vicroria: Intralot has also been given a license to operare in
Tasmania where Tartersall's also hold a license on the same hasis as
the way it operares in Victoria,

Public Gaming: [ntralot has no imvolvement with the poker
machines, correct?

J- Stewart: That's right. The Vietorian government is still talking
abour the poker license and whit they are going to do with that in
terms of when that will be open for bid. 105 a different license from
the lottery license.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com to
see this interview in its entirety
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That's why our engineering, our game design and
our RE&D efforts have a single, focused and purpeseful
mission: To value whats valuatle to fotteries. And that's
higher sales, which means more commission for retailers
and mare profits for lottery beneficiaries.

Beth Vige, a Connecticut Lottery retailer since 1988,

is now seeing this focused, purposeful mission play
outin herstore. The owner of Vige's Convenience Store,
in Naugatuck, loves her WAVE™ terminal and, in her
own words, says safes are higher since its deployment:

“My hiishand loaks ar numbers a lot and he
has laoked at fast yeor s sales and our fottery

nfes seem to be a lot higher than last year’s "

Her players are happy. Her commissions are higher,
And 5o too is her contribution to the greater cause:
Connecticut Lottery beneficlary programs.
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Delivering Serious Fun!
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Esich type of gaming has its own different roots in history and soci-
ety. So the significance of hoeses in history explains why hoseracing
is treated separately from other types of gaming and why racetmck
licenses are given by the Minister of Agriculture,

There is a restriction in the Criminal Code whereby
it is only the providences that can offer games on or
through a computer, video device or slot machine. .. a
province can offer intemet gaming within its jurisdiction.

Public Gaming: Des Canadian law today outlaw any specific
types of pames?

L. Roiter: The Canadian Criminal Code still outlaws certain eypes
of gaming. Gaming was initially permitted in Canada for the federal
govemnmient and the provinees. In the federal/provineial negotiations
that followed, fedeml povernment left gaming activity o the prov-
s, but there are still certain types of gamies that are illegal. Games
like three-card monty, punch boards and betting on a single sporting
event are prohibited. Other than that, each provinee is left to decide
what types of gaming it wall allow.

In Quebec, Loto-Québec offers a wide vartety of games such as in-
stant garmes, televised games, passives games with pre-printed tickes
(our first lottery offering), terminal games like Lotto 6/49, sports bet-
ting games and mulrimedia games. In addition the lotrery corpora-
tion operates a lottery video nerwork in bass, casines, gaming centers
known as Ludoplex and satellite bingo. All the profits from satellite
bingo:goes to charitable organizations,

As mentioned, chantable organiztions have always been able o of
fer certain types of gaming. But with the introduction of satellite bingo,
Loto-Chiehec has provided to them a product that they canner offer
themselves. Remember, charitable organizations are prohibited from
offering any computerized or electronic rypes of games. The bingo halls
eould not doa satellite bingo, because they could not offer a product in
which the hingo halls are linked. Sowe offer a certain number of bingo
rounds to these halls coming through a linked sarellite system. And we
return [O0% of the profits to the charitable organizations.

In the rest of Canada, some provinces such as Ontario and Brit-
ish Columbia do not have video lottery machines in bars. They do
however have casings and mcines. In Quebec we don't have a rapid
Keno, offered through what is called the hospitality network: (bars).
Thar priscucy is offered in cenain provinees. However we have a Keno
game (Banco) offered through our loteery retail neework with a daily
draw as weell as rapid Keno in our casinos,

So it s up to cach provinee to decide what types of gambling will
be offered, and the manner in which they are offered. In Quiebec,
Loto-Ouebee operates all gaming in the province other than horse
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macing and charty games. Some provinces, although the provinee
still conduces and manages the gaming aceivity have contracted out
thee operation of their casines to private enterprise.

Public Gaming: 5o Loto-Quehec actually ouns and operates all
of the casinos?

L. Roiter: Yes. All the csinos are owned and operated by Loto-
Chebec through its wholly owned subsidiany, la Société des casinos du
Québec inc. (SCO). The SCO also operates the hotel and conven-
rion center at our Lac-Leamy casino. All the casinofhotel and restau-
rant employees are employees of the SCQ. In Ontario, the destina-
tion casines are operated by private enterprise under contract with
the Lottery. But what they call “charity casinos” in Ontario as well as
racinas, which are operated by the Ontario Lowery, In Nova Scoria,
whiere they have two casines, it's the same. Private enterprise operates
the casines, under contract with the Nova Seotia Gaming Corpora-

Hhom.

Public Gaming: Has the direct operation of casmos by Lito-Ohee-
bec vs. the sub-comtracung by other provinces been based move on
legal comsideration and factors or business and economic factors?

L. Roiters These are decisions raken by each provincial povernment.

Public Gaming: Is mternet gaming allowed in Ouebec?

L. Roiter: Under terms of Criminal Code a province can of-
fer internet gaming within its jurisdiction. The British Columbia
Loreery and the Atlantic Lottery Corporarion do so, but in Qué-
bee we don't offer trinsactional gaming over the internet,

Public Gaming: Is there any type of gamimg that would be prohils-
ited by provincial law!

L. Roiter: By provincial law, Loto-Ouebec contrals all gaming
other than horse mcing. There is also certain charitable gaming of-
fering, but for all intenes and purposes it's Loto-Québec. However
betore offering a new type of gaming product the general rules and
conditions must be adopted by a regulation of cur Board of Direc-
tors. The regulation must then be submitted to the Cabinet for
:l;:lprmral and it is puh]i,sh::d in the Official Gazette beforehand.

Lote-Chicbec has adopred a seriés of regulations for each type of
gaming system it offers. Our tradivional lottery products are offered
under two primary regulations, Then we have another ane for satel-
lite bingo, a regulaticon for casino gaming and one for lottery video
machines in the bar nerwork. The poker machines thar we just add-
ed to the casing offering are considerad slot machines, and therefore
come under thie casino regularion for this ype of equipment. To be
able to introduce poker tables, however we had to modify our casing
table game regulation to include the rules for these games.

Continued online. The majority of this interview is con-

tinued online. Please go to www.publicgaming.com to

see this interview in its entirety.
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IT'S BACK. AND IT'S MORE IMPORTANT THAN EVER.

COMING NOVEMBER 18-20—LAS VEGAS CONVENTION CENTER
NOVEMBER 17—G2E TRAINING & DEVELOPMENT INSTITUTE

NOVEMBER 17—G2E LEADERSHIP ACADEMY
NOVEMBER 17—CASINO DESIGN—NEW!

DON'T MISS THE BLOCKBUSTER EVENT OF THE YEAR WHERE YOU WILL EXPERIENCE:
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An Interview with Dr. Winfried Wortmann . ceinues wem pegs &

Mational gambling repulation misdels and national legislation
have to be considered in the light of EU law. However special a
service it may be, gambling falls under the EC Treary. Therefore, the
provisions of Art. 50 of the EC Treaty relating to services also ap-
ply o the gambling and gaming secror, Therefore, in principle, any
restrictive intervention in this area by a national parliament consni-
tutes an obstruction of the basic freedoms within the EU Intemal
Market (Art 43 - freedom of establishment, Art. 49 - freedom to
provide services). However, these hasic freedoms may be restricred
by the narional states for compelling reasons of general interest.

Omn this point, the European Court of Justice (EC]) has, through
its decisions over a period now running o 14 years, provided
contextual clarihcation and defined o contextual framework.

The appearance of German Klassenlotrerie tickers in Britamn,
which at that time had no natonal lottery of its own, marked
the beginning of the dispute over European laws Seill today, the
EC] has not abandoned the positlon it developed at that time
(Schindler decision of 1994}, In a series of subsequent rulings, it
his dealt with this issue from various angles and in the course of
doing so has gradually dawn an increasingly clear and sophisti-
cared overall picture. According to this, the paramount standard
for justifying any restrictive national regulation of gambling — up
to and including a monapoly or a general ban on specific games
of chance or gambling in general = is preventing or fighting gam-
bling addiction. Combating money laundering, fraud and other
associated crime, are other justihcations accepted by the ECJ,
although in practice it seems more difficult to justify a monopoly
solution motivated by repulatory considerations this way,

Just look at the dvamatic differences between
the U.K. market and, say, Germany.
To force the markets to all be regulated in the
same way would be detrimental to everyone,
but especially so for those member states that
choose to have a less liberal approach to gambling.

The ECJ has therefore never questioned the exelusive national
right of the individual states to regulate the gambling secror. In
its decisions, it has granted the member stares a considerable
margin of discretion indetermining their gambling policy to take
account of the differing socio-cultural background of gambling
and gaming in the individual European stares,

Public Gaming: 5o is evervthing fme, then? Dioes this mean chat
the coumeries awith a state monopoly on gambling as their preferred
regrelatory model ave m fact complying with the directioms of the ECJ
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and can thevefore live happily ever after....

Dr. Wortmann: Most European countries do indeed prefer a
monopoly on gambling as a practice-proven regulatory model.

But 1 do understand what you are getring at. The countries
with their gambling monopolies naturally do nor live isolared
from the rest of the world. There are third parties with strong
ceonomic interests who would like to see gambling liberalized
in Europe and worldwide. There ire large amounts of money in-
violved. The debare is conducted on a very broad themaric base.
Catchwﬂrd& Sl.lf_'l'i A5 Customer SUPLCImACY, p'l'ﬂdll’:t di\’ﬂﬁi['ﬁ'. ar-
tractive product design, convenience, service, growth, competi-
tion and jobs as well as the European freedom to provide services
and the freedom of establishment are all employved as arguments
by the proponents of liberalization.

And it is mdeed an impressive raft of arguments, thac at first sight
appear highly convincing and in any context other than gambling
would be hard to refute. However, gambling is no ordinary com-
modity. Gambling is a source of considerable dangers. Whar mar-
ters with gambling is the dose, and the where, when and how.

As | already rouched on, the gambling market is seen by many
companies as 1 lucrarive source of eamings. Without adequare
government regulation and levies, money can be eamed quickly
and easily with the product "gambling.” A clear and impressive
example of this process is provided by the marker behaviour of
the remote gambling providers. These firms mostly operate from
so-called low-tax jurisdictions such as Gibraltar, Malea, Alder-
ney; Kahnawake, Costa Rica and so on. Because of the lucrative
framework conditions in these countriesfspecial territories, the
firms only have to pay very little in the way of gaming levies and
corporate taxes. The money that in the case of a state gambling
monopaly would be skimmed off in the form of a levy and used
for good causes, thus benefiring broad secrions of society, is able
tor be invested by the private gambling operators in penctmting
the market with ageressive gambling produces (sports berting, ca-
sitg games, poker) with extremely high payout rares, ultimarely
with the poal of eaming high business profits through the genera-
tion of corresponding growth.

The customary approach s for the social costs in the shape
of gambling addiction, fraud and criminality to be played down,
ignored and dumped in the lap of the countries where the private
gambling aperators illegally offer their products. In general these
operators will set up business in whichever state offers the lowest
gambling levies and the lowest company taxes.

As far a5 these “low-rax countries” are concerned, their regu-
latory regimes are not motivared by a desire ro strictly regulate
gambling but to generate business and tax revenue from the
companies operating from there. It is remarkable 1o see how this
purely economic approach is protected. But looking at it only
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from the economic angle is just one-sided.

Public Gaming: What typical methods do private gambling
operators wse for pursiing their interests in the member states and in
Euwrope in general?

Dr. Wortmann: The methods used by the private gambling

operators in the pursuit of their interests in terms of liberalization
of the gambling marker are well-known.

From the point of view of the private gambling
operators, the primary goal of the cownrt cases and
actions is to mamtain and foster the s e
force of legal vncertainty. Their aim is to gain time.

Their comrades-at-arms are the sectors that stand to profir
from marketing the gumb]in,_r—; business. They all have a natural
interest in the liberalization of the gambling market. Bur it is not
for them to answer the question — it is up to our Parliaments,

A second, and in my view highly important, pillar in the pur-
suit of their interests are the legal actions resulting from and pro-
voked by the marker activities of the private gambling operators.
They are an integral part of the growth strategy of the private
gambling operators.

In the lawsuits conducted ar national level in the administra-
tive courts and civil courts, the opposing party uses the alleged
incompatibility of national gambling laws with European law as
its weapor, constantly repeating it like a mantra and challenging
the consistency of gambling regulation under European law from
various angles.

In its decisions sa far, the ECJ has, as already indicated, explic-
itly permitted the member states to implement strict regulation of
the gambling market in pursuit of their regulatory and social policy
objectives, up ro and including the imposition of a monopoly. Fur-
ther important decisions of ECJ are to be expected in 2009,

A development can also be observed, however, whereby a kind
of media jurisdiction has sprung up with regard ro the interpre-
tation of national and European court decisions in connection
with gambling. In the hrst wave of interpretation, the media
tend ro highlight deregulation measures in their reporting. Ar-
guments that reinforce the regulatory position are hardly men-
tioned. These only emerge once the spectacle of the ruling has
waned. Governments and state gambling operators have always
been and still are faced with the problem that a regulatory view
of things is evidently not in keeping with the zeirgeist. By whom
and by what interests this zeitgeist is formed is a question | will
leave apen ar this point, though the answer is not too difficule o
guess, Incidentally, reliable public opimion surveys in Germany
show that the population — and by this | mean the great mass of
the people — is highly sarished with the smrictly repulated gam-

@

bling sector as it currently stands. This inding is apparently un-
weleome at the present time and is therefore studiously ignored
by the private gambling opérators and partially regulation seems
tor be our of favour even by the media. The message is presumably

ar odds with the much propagated zeitpeist.

But let me return to the court acrions in relation to gambling.
These naturally take time until a final and unappealable deci-
sion is handed down. Proceedings are sometimes suspended unril
questions have been decided at European level, There are in-
terdependencies berween individual fields of law thar have o
be considered by the highest courts, including questions such as
which takes precedence, regulatory law or competition law, etc,

From the poine of view of the privare gambling operarors, the pri-
mary goal of the court cases actions is vo maintain and foster the spec-
ulative force of legal imcertaingy, Their aim s to gain time — time,
fimstly, to be able to carry on operating the activities for the time be-
ing. A time, secondly, to influence the political and social opimion-
forming process in their favour. Thisis the environment in which the
state-licensed gaming operators have o improve.

There is a muldubillion euro infrastructure of
publicly beneficial causes and organizations that
would be devastated if they lost thetr funding that

government spansored gaming provides, And you
can be sure that is exactly what would happen
if markets were opened up and operators who
paid less in taxes were allowed to compete divectly
with those of us who are requived to pay a higher
percentage towards taxes or good causes.

On the whaole, it can be found that in the pursuit of their inter-
ests, the private gambling operators primarily play the European
card, claiming thar the European freedom to provide services and
the freedom of establishment must also apply to gambling.

Through my talks with political decision makers in Germany
and Brussels (Europe), it has become clear ro me thar the com-
plexity and special nature of gambling, the need to protect the
customers while they gamble, and the social mmifications of gam-
bling are often not immediately obvious to them, In our spinion,
a lor of information work needs to be done, especially in Brussels,
to highlight the special character of gambling and its position in
the member states and thus put the discussion on a more ordered
track. Omly facts and figures really help and convince.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com to

see this interview in its entirety.
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An Interview with Bo Flindt Jorgensen .. ssatnued from page &

formance measures up to others', as it is based on the potential to
win money. The amounts of money wagered are relatively small
compared to the amount of time the players spend on the games,
which is the whole idea of it from our point of view, The games
hecome a vehicle for people ro meer and visic with one another
over a game of Hearrs or Yahtzee. These games function in many
ways like the Facebook website, facilitating social interaction
and helping to bring people together and ger to know one anoth-
er. Players can chat, of course, but they also can list their inter-

We dom't thimk of it as taking big risks,
we think of it as good busmess to see where the
trend limes ave taking your customer and work hard
and run fast to try to be there where your customer
needs you to be. If you wait for everyone else
to blaze the new trail, you'll be too late.

ests and ask other players about the interests and activities that
they've indicated in their player profile page. Nobody is forced to
be more involved socially than they want to be, but it provides
an opportunity for people to chat and get t know each other if
they want to. It's all abour entertainment and just having fun
and making it easy for people to interact with one another. Ev-
eryone is so busy that it is sometimes hard to schedule a visit with
friends, drive over ro meet people somewhere, or spend an eve-
ning at a party, But we're all always on the Internet and it 1s not
sodifficult to take a half hour out to play a game. You don't need
to rearrange your schedule o enjoy a little recreational game on-
line. OFf course, the fact thar you can win money also makes it
fun, providing a sense of excitement and purpose. But the real
PUrpose 1s a{:tualhr fun, entertainment, and social interaction.
5o, for us, developing these multi-player games was a natu-
ril step in delivering a new and different kind of product o the
marker. When we made these games it was like sort of a new
game universe that we were opening and entering. There were
no implementations in the gaming world that we could look to
for guidance. We were starting from seratch and analyzed how
social sites and online communiries operated. We researched
thie methods of sites like Facebook, My Space, and the dating
sites to figure out what worked and whar dida’t work, and rried
to really understand why. We analyzed trend lines to make sure
we were catching a wave with aceeleraning momentum and not
something that is hot one minute bur not going o have staying
power. But we knew one thing from the beginning. . we wanted
to deliver a product with which our customers could socialize
with each other and ar the same time play entertaining games.
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Thar was the objective thar led to our development of these in-
teractive products and to expanding our product portfolio,

Public Gaming: Do people actually make new friends online? Do
they get to know each other onling by playing in a game? Or does it
TEMAIT. Pretey anonymons?

B. E Jorgensen: It's up to the players themselves, how they want
to present themselves and whether they want 1 find new friends.
We just give them the opportunity to meet other people, to chat,
to get in conmmct with them. In facr, we will be adding new features
to our site to facilitate more social interaction, to make ir even
easier for people to contact one another if they choose .

If you analyze why people dire playing the World of Warcraft or
Counrerstrike online, you will find thar they're playing it for the
exciternent of just having fun. At the same time, they are chatting,
laughing, and exchanging information. World of Warcraft is sort
of like & whole new business that just came out of nowhere, They
started the game and now people are trading and buying all kinds
of different products that are related to that game. Companies are
advertising on the games themselves. These games take on a life
of their own which has nothing to do with winning money, That
is the kind of playing experience that we are trying o create for
O CUSTOIMEeTs. WE wine d'lﬂm {(n] I:E'E'I I.'].Tﬂt d'll!"_l' dang I.'hl! HAIme, tl'lﬂt
thiey are the most impormnt thing in this game, that if they weren't
here, the game woulda't exist. 1t's not juse their buying a ticker or
placing a bet that drives the game, it becomes a much more per
sonal experience about them and who they are and who they want
o be. The game is really about the decisions they make and how
they interact with the other players, how they want the game to
evalve. It becomes a product very much of their own creation,

We want to support the customer shift from
retail to online. First, there is a greater growth
potential for the online category...much more
potential to be creative and offer new and dif-
ferent and more exciting games. It's where the

future of gaming is most interesting for both
the player and for us, the operator,

Public Gaming: So, some years ago you recognized ceream trend
lines relating to lifeseyle and the way people play and intevact with each
ather and determined 1o see how those trends might apply o our oum
gaming idiestry.. . But since nobody else was doing this, you had no
examples to learn from or model after?

B. E Jorgensen: That's righr, We felt thar if we continue just to
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deliver only games of pure chance that did nor appeal to people’s
desire for sucial interaction and more stimulating entertainment
vitlue, then we would begin to lose our players. People are so busy
now that the thing that is getting cut out of our schedule is time
o interact with other people in a social environment. Thar's
what people really are missing and what they want perhaps even
maore than winning money! They need to connect with each oth-
er, with their friends, with new people making new friends, and
our community-based games are a way to enable them to miet
that need. And think about it, what better product or medium is
there than games to enable people to inreract with each other for
the purpose of having fun, just enjoying our récreational time by
playing a game bur doing it with ather people instead of playing
against the ‘house'? You have needs that aren’t being met ... for
social mteraction, for a more d!,.'nnmi:: and CNreErtamnmg pla!,'ing
experience, for the stimulating challenge of playing with other
people, and you build & produce thar meets those needs.

Look at the popularity that dating sites, and Facebook, and My
Space, and these kinds of social networking sites have at the mo-
ment. For us it was an easy decision to develop games where they
could both ger the excitement of playing and winning money,
and it was quite an easy decision for us because no other gambling
sites have these type of games, So at the samie time we could he
the first in the world to do this, which makes it that much more
rewarding for us.

Public Gaming: | would expect that the need w develop new
games and improve the playing and entertamment experience would
be somewhat of a collaborative effort herween you and yowr supplier?
In the case of the multi-player community-based pames, that would be
Betwerre, wonldn'e it?

B. E Jorgensen: Betware controls all the programming, pro-
grams the games, and there is also Certus, which is a division of
Berware. They work with us to develop the games, community
features, and so on.

Public Gaming: Betware builds the technology and back office
[rogramming part, and then Certus 15 move the game design and de-

velofrment parimer?

B. E Jorgensen: Yes, Certus does the games and we did the
marketing. They are a big part in the game development process
because they have a lot of knowledge in the multi-player games.
Bur Betware controls the back end and all the programming. At
Danske Spil, we just constantly shoot demands for additions and
changes and all kinds of crazy ideas that they ger to figure our
how to implement. [t's kind of like a big puzle where they have
to find ways to program our wishes, tell us where we may need o
compromise, and hopefully at the end, together we can make it
all into a good product, Bur that's a big challenge every time.

Public Gaming: Whae wonld be an example of a challenging thing

o

B Flind? Jorensn

where you said to Benware, “We want you to fignre out how to do
this.” Andl then they said, "Well, I den't know if we can do thar ex-
actly, but let's work on this to see what oprions we can come up with
that deliver something close o what you wane.”

B. E Jorgensen: For example, the process of customizing the
interface that you see when you lock at the computer. Let's say
you want your statistics to be on the top right side of the screen,
your chit room on the right bottom section, and you put them
there. Then, as we add fearures, it gets more costly to make
changes and adjusements and reconfigurations. So we explore
the costs and benefits to doing everything in different ways. It is
a collabarative effare and has worked quite well,

Public Gaming: So you need to be confident that you are working
with somebody who is really good and can figure out how to ranslate
yoner wants and needs into the very best possible result.

B. E Jorgensen: Yes. That is a big challenge. We are so de-
pendent upon the technology to enable the entire development
process and ro deliver a good product. So a good collaboration is
crucial because they have the technical know-how, so we need o
wurk together and trust one another to be innovative and open-
minded and persistent in finding the best technical solutions and
keep the game plarform new, fresh, and exciting.

[ think we have arrived at a good understanding about what can
be done ancd what can'r be done. But it’s & huge challenge every day.
We're looking into new games and new features ar the moment.
We're looking into new community features and toumaments, and
hapetully we can implement some of these things within this year,
But some of our goals camnot be accomplishied this vear because we
cannor overcome the technical obstacles or it will cost toa much.

Public Gaming: So now you have four pames. And you wonld like
to expand thae o 20 or 30 or 30 or evén 40 pames?

B. E Jorgensen: That's our vision. Now we offer Hearts, Whist,
Yatzy and Ludo, We'll expand the number of games as long as
there’s a demand for our produces. Bue it is also important toreal-
ize that not every product that you launch is going to be a huge
success, You have to assume an element of risk and sometimes
launch a product where you are not sure it is going o become
popular, 1t is importane that vou are willing to take some chances
and just truse your instincts, For example, launch @ game thar did
not perform well in your pre-tests, It might be thar you have w
TEmove [hﬂ‘ p‘:‘m'utt frum d'lf mnrkel‘, hl.lt in [hE |ﬂng-n.ln Yo are
better off taking some caleulaved risks and juse try to be different
and do the unexpected. In thar respect ir is important thar you
have u good R&D department that can assist you in making good
predictions that can minimize the chance of failure.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com to
see this interview in its entirety.

Detober 2008 » Public Gaming International



http://publicgaming.com/index.php?option=com_content&view=article&id=861:jorgensen-an-interview-with-bo-flindt-jorgensen-marketing-coordinator-danske-spil-as&catid=95:october-public-gaming-magazine&Itemid=112

An Interview with Art Macias .. contned om page 15

to prirchase loteery or go to a casio!

A Macias: Absolutely. We are both competing for discretion-
ary dollars, that entertainment dollar.

General Discussion about the Arizona Lottery
Public Gaming: Why do you think it is that the per-person play has
been less in Arizoma than it has been in other states?

A, Macias: | think that it's partly because the base number has
grown. Arizona has experienced significant growth, Educating that
new segment of the population, thar has just moved here, about
lottery, has been a challenge, The diversity of the state has also
increased during that time. So reaching those markets with a lim-
ited advertising budget has posed a challenge. Advenising costs
have mcreased about 33% over the past five years. For example,
the Spanish marker, which makes up abour 30% of the marker, is
dominated by Univision, which has a virtual monopoly and there-
fore charges more for advertising. That type of dynamic makes it
very difficult to reach a diverse and growing population.

There are other factors as well regarding per capita sales. Our pay-
ouits, for instance, had to average out at 60%, which | believe places
us it the bottom quarter of the industry, Players moving from other
parts of the country have been disappointed at our payour rtes.

The Lottery is a marketing and sales organizarion. We had in
place only a very limited amount to offer to our sales reps, a pot
of $50,000 ro be spread among twenty sales reps. Thar doesn't
enable us to create much incentive for a marketing organization
that did $472 million in sales this past fiscal year. As we know
in both the lottery industry and in the private seceors, market-
ing and sales organizations have been able to very effectively use
incentive programs. We have not been able to do that. We have
needed to address this capability of operating and offering a more
significant incentive pool.

Another limiting facror has been the size of our retiiler base.
The use of rechnology, and deploying thar technology in non-
traditional lottery rerailers, such as airports, where we could per-
haps entice a corporate account to sell lottery by deploying full
self-service lottery vending machines — that use of rechnology is
key to expanding our retail base.

Distribution
Public Gaming: Dues the Lottery currently distribute throwugh any
of the national vetail chains?

A, Macias: We do. We're in Kmart, Krogers, Safeway stores. Circle
K is our sinule larpest retailen; they are a Ginadian-based company.

Public Gaming: Do you have to do anything different to diseribuare
through these stoves than you would through a ‘normal’ verailer?

A, Macias: We have nor had to as of yer. Entering the rrue ‘hig
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box’ environment, we know that is a real challenge within the in-
dustry. Certainly the NASPL initative o standardize accounting
stanclards across the industey will help. Here in Arizona, we are see-
ing the expansion of Walmart into the grocery store envirotment,
Stand-alone procery stores have been a natural for lottery rerail dis-
tribution. So it would make sense for us to be in that environment
i Walmart. We are also introducing lottery to smaller, comer store
envinmments, We know thar we'll have to do some customizition
to accommaodate, but as the hig bos stores expand into these envi-
ronments, the competition from similar stores should create a bit of
an imequity, anid therefore a sales opportunity thar we hnpe will sdd
some leverage to the discussion.

Public Gaming: What kind of revenue breakdown do vou have
between online and instants?

A. Macias: This past fiscal year we were at 56.5% instants,
43.5% online.

Public Gaming: Which do vou helieve the changes will impace mure?

A, Macias: We are projecting the bigeest impact to come from
the scrarcher side. We have characterized rhe seratcher product
as one thar is ‘at rest’ from a marketing standpoint, We have
not been able to leverage virtually any advertising behind the
scratcher products, So we are expecting a significant lift from
this, both from increasing the payouts on the scrarcher tickets
and from increased advertising.

We also see growth opportunity on the online side. We are
actively pursuing the potential for the sale of online products 'in-
lane,' at the checkout counters at grocery stores. Our focus is to
make ir easier to purchase our drawing game products.

We are also looking to new products. Last year, we had over a
3% increase in our retumn to the state. We were able to do that
because wie had two millionaire raffles. We are contemplating do-
ing three of those, with a certain variation in one of the three, in
the coming fiscal year. These were the first new products in over
nine years at the Arizona Lottery. So it has been some time since
we've modified the existing games. We need to do more of thar,
provide new and different products that appeal to our players.
Fast Play is a new kind of instant online game which has contrib-
uted to additional revenue for us.

Public Gaming: S0 new pames and posittioning for increasing
the impulse buy have already shoun some increases. And now
with the relaxing of sume of the restrictions you hope to se¢ some
SE'T!IJII_E IMCTEASES

A. Macias: Yes.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com to

ses this interview in its entirety.
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An Interview with Constantinos Antonopoulos .. conted tam page 17

forr Anestralice, What is yoter lomg term plan i Auseralia?

C. Antonopoulas: Our serategy in Australiadis not different from our
global serregy, We are looking for opportumities. We are both technol-
oy providers and strong operiators. So whatever path a government
decides o pursue, INTRALOT wants to examine the oppertunity to
add value, INTRALOT is a government licensed vendar, both on the
technology and the operations side. We are not trying to convince the
sovernment how or when to do anwthing. 16s ot for us to determine
the palicies thar hest serve the interests of the public. Our mission is
1o support and implement whatever a government determines as the
best course of action. This is an ideal time to enter the Australian mar-
ket as the benefits of opening the market o competition are realized.
The strateay we follow i Australia as everywhere else is to be flexible
and to examine all opportunities on a case by case basts.

Public Gaming: The way vou just described it sort of veflects an ovien-
tation of respect and sensitiviey towirds the aspece i which our indistry i
comirolled by the government. I'm thinking that m Europe, for mstance,
there are some gammg operators and compeanies, who think thae they can
hawve a contentions velationship with vegulators and legislazors and shapers
of public policy. And it seems like INTRALOT's goal is to always respect
the Ty .ifmj!m nf]mbﬁc {mhc:i decide things, and be pf&r.scd o wmph
with whatever the political and public policy agenda is.

C. Antonopoulos: Paul, | think that there’s a major issue now in
our industry. For several years, we have said that the distinction be-
tween state-owned operators and private operators is really not the
relevant one. The important differentiation is not between stare
owniership versus private, the importint distinetion is between the
government licensed world and non governmenr licensed world.
Many companies are trying to do both and | think this is an extreme-
ly dangerous situation that is not consiseent with the best intereses
of the public. Companies which build strong Intemet gaming opera-
tions which operate across borders in ways that are not regulated or
approved by the governmenis, are now also trying to become vendors
and operators under government license, and vice versa. In the long
term, all companies would like to get licensed by governments to op-
erate legally. The problem is that in the short term, the most lucrative
buisiness opportunities may well be to also cperate in the non govern-
ment licensed world. We should all be required o take a position on
this question and stay consistent with it. Inall the mlk abour whether
o not to *privatize’ the lottery, the real issue is whether ornot to e
spect the right of governments to control and regulate this industry.

Public Gaming: Cn this subject, there is much discussion i the
Eurape Union over whether to force individual member nations tm open
thesr markets up to comperition. Do you have an apinton on that?

C. Antonopoulos: My opmion is that all gaming suppliers and opera-
tors should comply with government Jaws and regulations everywhiere,

The situation in Europe i complicated and it is not my place 1o de-

oo

cide public policy there or anywhere. INTRALOTS commitment s t
be-a pood global citizen and L'umphr with all lawes and rrgulﬂtium and
encourage all supplies. operators, and business partmers to do the same,

We are tollowing the situation in Europe closely and do not
know what will happen. | think thar on the game side, there s a
big division between the lotto and the sports betting. Sports bet-
ting is a competitive product on its own, Lottery is not. Look at the
LIK, which has a very open gaming market except for the National
Lottery, which is a monopoly. Bur different countries have differ-
ent systems. So it's a complicated process. It does seem that maost
of the newer members of the Eurapean Union have a more liberl
approach to competition, with more open gaming markets, so that
niow the majority of member states in Europe have a liberal market.
Andall states are exploring the possibility of opening up certain sec-
tors of the gaming industry, like spores betting. Again, INTRALOT
is pleased to comply with whatever the governments decide is the
best public and regulatory policy to have.

OF course, ar the end of the day | believe thar there should be a
legal framework, consistent law (a Directive of the European Union).
Today there is confusion over what the law should be in Europe. And
the interests af the public are not well served by this confusion. The
Europeans Union and its member stares should resolve to decide on
and then implement laws that work and are enforceable and don't
conflict with one another. For one thing, they need to get control of
the non-regulated world of Internet and Mobile gaming, They really
niced to develop a cohierent policy for both the health of the industry
and the protection and welfare of the publie,

Public Gaming: I naticed that you acquired William Hill Codere
i lealy. Whae ssnevgies are there for INTRALOT tw diversify mio
different sectors of the industry? Lotta, sports betting, scratch-offs m
Australia — What synergies from a distributional or operational or
branding pomt of view do you acguire by being involved in such a
diversified portfolio of pames and bettmg!

C. Antonopoulos: 1 think, Paul, that the assets of the gaming op-
erator are two things. One is the license to operate, and the second is
the network. There are other values, bur | think these are the two big
unes. So, for instance, the license we have in lraly is for spors bet-
ting and horse racing, and it's not for anything else. The license we
hiave in Victoria is for scratchers and numerical games. So it depends
on the opportunity, and that will differ from one jurisdiction to an-
other, and ir changes over time as well. We pursue the opportunities
that the governments provide when they open up different sectors
to competition. In different jurisdictions, a different points in time,
there will be different secrors of the marker available wo us o ry w
commpete in. So that’s what we do.

Continued online. The majority of this interview is con-
tinued online. Please go to www.publicgaming.com to
see this interview in its entirety.
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Internet Gambling: Legislation determined by jurisdiction.
Regulation enforced by international agencies.

By Phiippe Vi :

Ciambling services ane curmently still
repulared on @ jurisdicdonal level (eg
national level in Europe and stare level
in the LLS.). As such, there is no reason
this would be different for enline Internet
gambling services. Therefore, with regard
to Intemet gambling services, the jurisdic-
tions need to be empowered to determine
for themselves whar level of consumer pro-
tection agmnst erime and fraud should be
applied in their jurisdiction.

Huowever, since gambline has siken onoa
trans-national charcter, especially with In-
ternet and Mobile, there is a clear need for BU andfor intemarional legis-
lative provistans to guarantee the judicial protection of the consumer and
to supplement and support the national legslation, Under EU law this
15 the exact meanmg of the so-called “subsidianty principle”, Regulate ar
the appropriate national/regionalfseate level whatever can be effectively
darie at thar level, arcl refer to other bodies anly those quistions which
require a mrans-national answer or enforcement mechanism. In the EL

Philippe Viaemminck

this is curmently the subject of o six months explomtory debate set up in-
side the Council of Ministers of the EL and under the French Presidency.
In Decemnber, the French Presideney of the EL will report 1o the so-called
Competitiveness Council and raise the points of common interesr, Hope-
fully, this will be the first step o proper regulatory solutions.

The challenge is 16 ensure thar public and regulatory policy be based
on the fact that Inteimer gambling services are in the firse place gambling
services, The fact thar [nternet gambling is distributed digically insread
of through physical points of sale does nor mitleate the imperative for
all gambling services ro comply with the lows, This was confirmed in the
WTO Dispute Settlement report in the WTO LIS-Gambling dispute(1],
wherein remare gambling and lorrery services are deemed o be like' non-
remote gambling and lotrery services, and so should be compliane with
thi laws permaining to those non-remaote gambling and lottery services.

Moreover, according ro the WTO Dispure Settlement report ( WTO
case of 13 March 2003, United Stares — Measures affecting the eross-
border supply of gambling and betting wervices, WT/DSZ85/ABR, Ap-
pelliare Body Report.), the remote proviston of gambling services is w be
considered 1o be a cross-border supply and not a consumprion of those
services abroad. This means thae the poine of supply of the gambling
service isconsidered to be the country where the consumer has its resi-
dence and ot in the country where thi operarot has its server. This is
an important distinction. In the WTO dispute on cross-border pambling
services, it was also accepted by the Appellate Body thar the exception
of public arder ean be invoked by the country of consumption, indepen:
dently of the coumtry of supply.

Furthermore, a British court has already acknowledped thar cross-
border gambling services are corsidered 1o be delivered in the country
of consumption, regardless of the location of the supplier. This court also
ruled thar it is for the nagional authariies to devermine o which exeent
they are prepared o expose their cirizens 1o the risks posed by remaore
gambling services. (Case of 14 June 1999 of the UK High Court of Jus-
tice, Queen's Bench diviston, Secretary of State for Home Department
ex parte Intermational Lottery m Liechtenstein Foundation and Elec-
tronic fundraising company ple, EWHC admin 347. )

The specific characteristics and concerns of a remote supply of gam-
Hling services were emphasized by the WTO Appellate Body in the con-
text of the WTO LS-Gambling dispute:

* the volume, speed and intemational reach of remone

mambling transactions
o the virnal anonymity of sich trnsactions
* the low barriers wo entry in the context af remore supply of

gambling services
* the bolated and snonymous environment in which such gambling

tukes place

(Un 23 Seprember, | chaired a panel discussing *Interner Gambling”™ at
the anrual conference of LAGR, the Intemational Associntion of Gan.
ing Regularors. | began by asking the different Panel members ( the CEO
of the UK Gambling Commussion, the Chairman of the Nevada Gaming
Cuntrol Board, the Head of remote gnmbling of AAMS and the senior
adviser of the Norwegian Ministry of Culture) to respond w a number of
guestions reganding the need and possibilities to regulare Intermer gam-
bling, The resulr of that discossion demonstrates that we are still far away
trom an international consensus or solution on this maer. The views
expressed on how to regulate remote gambling are extremely different
from one another. It s acknowledged, though, thar the Appellate Body
of the WTO insisted upon the face that the USA was perfectly enritled
to decide upon its own public order without being obliged 1o negotiate
with Antigun on altemative, less restrictive, solutions. Megotiating on
an intemnational scale is needed, however, o establish friendly coopera-
tion among states to Aght llegal andfor unrepulated remore gambling.
The WTO and the OECD could be the sppropriate forum 1o build an
international approach o enforcing jurisdictional Laws.

Based upon this reasoning, it is difficult to srmue (as the UK remote
Uambling Assoclation does in the EU Trade Bammiers Regulation case)
thar the LISA should nor be allowed ro prosecute the RGA members
wha did violate LIS laws, even if those laws do not entirely satisfy the
former GATS commitments.

[Fwe could agree on one common philosophy, it should cleardy be that
Laws need 1o be respected, and that the Law applics to operators in the
Intemet environment as well as everpwhere else.

Mhilippe Visemmminck i the managing parrner of Yiaemminek S Partners, a Belgion b frirm specinlisimg in ELT & WTO o with mane than 20 vears substantially insslved in deferaling the
cansse of lutreries an all bevels (lntemet, privatizacions, wgulitory appreaches, el Hisemail s PhY bemminele @ lacmnisck.com
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Connections: Exploring Gaming’s New Frontiers
Open standards or open nightmare?

By Michas! Koch, CEQ, ACE Interactive

Mention ‘Open Standands’ a1 & meeting
of gaming machine manofmrers or lottery
execurives and an awkward silence quickly
envelops thie room. Many artrendees will nod
knowingly but with hesitncy, others will
foree an uncomfortable smile, and a few will
hastily heead for the coffee station.

Take a deep breatl. ..and relax.

Open Standands, in most respects, are a
good thing, They drive innovation, lower the
vt of production, fcilitate the mpid evolu-
tion of rechnoloey imd create positive oppor-
tunities for the spin-off of goods and services.

In contrast, proprictary standands and rechnologies have precisely the
opposite effect, existing primarily @ a weapon o creare and preserve com-
petitive entry barriers while mainmining a singular company’s high level of
profitability: These technological ‘maoats” often slow the pace of mnovation
because there may not be any incenrive to disnspr an inherently lucrative
{though mnsitory) business model:

Conrent-oriented industries naturally gravicare toward Open Standarncds
in the most widely available plaforms that support their specific conrent.
Consumiers — be they teenagers or gaming executives — want the ereat-
est vartety of content without investing i multiple platforms. A quick
look arourid vour home or office will reveal a multinude of ‘Open Standard'
devices. ..CD players, DVD players, Personial Computers, ‘Blue Tooth' ac:
cessories. | The fact that console game manufscrers — namely, Microsoft,
Sony and Nintendo — have avoided this market force is both unusual and
surprising). Ultimarely, Video Lottery Terminals (VLETS) are destined o
join the 'Open Standards' consorium,

Gaming machine and conrent providers should rake a lesson from the
cansumer electronic mdustry's long (amd often pamful) experience with
Open Standards or, as philosopher George Santayana once mused, “Those
whio canniot learn from history are doomed to repeat i

The untapped potential from the adoption of Open Stundards by the
gaming machine indusery can best be illustrated by the open and freely
mvailable *High Sierm' standard established in the 1980% for encoding of
music on CDs "High Sierma’ allowed seamless: interoperability between
CD% and CD players from any manufacturer, opening the door o an ex-
plosion of music conrent from a larger base of artists than ever before, This
mrend continues today with the open and universal-
ly-adopted ‘MPF stancdard which, couplad with the
ahility 1o deliver digital music files over the Intemet,
hias ereared another quantum leap in the varery and
quantiry of nusic available w consumers. Easy and
inexpensive access 1o devices urilizing these open
standards has resulted in lower barriers 1o entry angd
greater innovarion in the types of content available.

For the gaming world, much like the music indus-
try, content i the most valuable and discriminaring
commuodity, Gaming machine plavers clamor for

Michasal Koch
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access to the grearest variety of mames and gaming expenences, selecting
those that reflect their personal tastes and preferences,

In the past, gaming svstem providers: designed placrms thar requined
their vwm proprietary protocols to communicate with the gaming machines
connected to their nerworks. Although these protocols were licensed for
e by other gaming machine manufacturers, they remained proprictary
intellectual property, The pamdipm is thar any changes to the protocol {os-
tensibly for the purpose of upgrading funcrionality, for example) could be
made arbitranily by the system provider whao, effectively, controls the pro-
priceary protocol. Such changes would obwiously be for the benefit of the
‘controlling’ vendor, vet aften to the detriment — intentionally ar otherwise
- of other gaming nxchine and content providers.

Implementing a new protocol, or adjusting to changses in an existing pro-
rocol, inevitably costs maney, As a resulr, content providers primarily invese
iy developing games that suppore o certain ser of protocols thar will reach
the widest possihle audience; cumently, the ‘SAS' protocol is the de-facta
industry standiand. SASS widespread acceptance has made it virually im-
passtble 1o deliver top performing games from all manufacturers o all mas-
kets lirpely because of the costly, parallel development efforts required to
support multiple protocols. This hodge-podee of standards inevitably limies
the content thar loeries and other operators can provide o their players
and thus, hinders their potential to maximize revenues.

Today, SAS does not support the enhanced functiomality demanded
by operators (such as downloading) and has a limired ser of command
funetions for remotely contralling the bebavior of i paming machine.
To adidress these limitations, members of the Gaming Standards Associ-
ation (GSA) — whose moster includes Aristocrar, Bally, IGT and WMS,
o name but o few — juined forces to create a muly open and universal
standard known as {G25", Az a result of this collaborarive effore by the
GSA, all major gaming machine manufacrurers are now committed to
adopting the G285 protocol as o replacement for SAS.

G5 and similar rechnical starcdards represent a truly transformational
technology for the gaming mdustry, In addinion o sndandized and open
plarforms fist player content, incentives to stimulite the acnial develop-
ment of new and innovative games for those platforms is esential, Gaining
access fo A larger commumiry of developers is the key to such mnovation.

lmagine aworld where every gnming product can interconnect seam-
lessly with every other product. Lotteries and gaming operators would
be tree to adopt muly innovarive products withour worrying abour ar-
rificial barriers 1y inreroperabilicy. This, n wrn,
would compel manufacturers to make strategic m-
vestments and compete on the basis of originality
and ereativity — instead of hiding inside a bunker of
proprietary boundaries.

Innovation is a pood thing.. a powerful market
force that will creare new entertainment choices
for plavers and drive new revenue opportunities
for lorreries and operators alike. Open Standands

are the key to unlocking thoase doors.
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THE INTEGRITY TO DELIVER.

The integrity to deliver starts with proven technical competence. At GLI, we've
proven ourselves with nine fully accredited testing laboratories worldwide and
fully accredited inspection bodies in Africa, America, Australia and Europe.

GLI tests and certifies electronic gaming devices and systems, ensuring they
meet technical gaming standards for jurisdictions all over the world. We know
because we work with more than 400 regulators worldwide, Maybe it's time

you start with us too,

WHERE THE GAME BEGINS™
732.942.3999 | World Headquarters | 600 Airport Road | Lakewood, New Jersey 08701 | gaminglabs.com
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