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Capture the future.
Today.
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INTRALOT introduces the latest breakthrough in the gaming industry. Superior
performance, unparalleled ergonomics and maximum reliability set new standards
of quality, innovation and excellence. Utilizing INTRALOT's ultimate Icon Digital
Imaging Technology, Photon captures the future of gaming technology today.

Responsible Gaming is an integral part of INTRALOT's solutions. Our state-of-the-art technology and operational expertise
enable us to implement responsible gaming practices on behalf of our customers. At INTRALOT... we care a LOT.
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Proud to lead
the drawing
Industry

For many years, WinTV has
been pioneering revolutionary
innovations to the industry

2008

Fully Retractable Loader

2006

Drawing Ball Validation Machine

2004

Drawing Ball Management Software

2000

Automatic Recognition System

1999

PC operated machines

199/

Light weight solid constitution balls
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The World's most advanced
drawing machines

For detailed information about our products and services please visit our ed iteC/
website www.editec-lotteries.com or contact us: wintv@editec-lotteries.com
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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 loftery the longest and shortest times, on average?
.. which country 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.

GITECH WORLD PLAYER SURVEY 2008
10 Countries Worldwide
8,000 Players
2,000 Young Players
Our most comprehensive worldwide lottery player survey ever conducted.

To learn more about what's between the covers, contact your local GTECH representative or email us at MarketResearch@GTECH.com.

GTECH® is an advocate of socially responsible gaming. Our business solutions empower customers to ®
develop parameters and practices, appropriate to their needs, that become the foundation of their
responsible gaming programs.

Architects of Gaming


http://www.gtech.com

SMART-Tech 2009 is happening just a
week after this issue is mailed. See Page
34 for the agenda of topics and present-
ers and the sponsors, whom we want to

thank for making the conference pos-
sible. Special thanks goes to GTECH
for their Platinum sponsorship. INTRALOT, Scientific Games,
and Multiplayer Gaming Technologies are our Gold sponsors and
we are very grateful for your support. Our Silver Sponsors, all the
speakers and panelists, and everyone who is attending the confer-
ence contribute to making it a rewarding experience. Attendance
and participation have never been higher. Thank you all so much
for participating!

So much of the creative energy that drives this industry for-
ward comes from the commercial suppliers to the gaming and lot-
tery operators. A mission [ share with the lottery leadership and
the commercial suppliers is to promote a collaborative approach
to achieving the best results. The goals and objectives of opera-
tors and commercial suppliers may not coincide 100%. Operators
want to maximize revenues to their beneficiaries. Suppliers want
(And publishers want to
increase advertising sales and conference sponsorships.) But there

to increase their revenues and profits.

really is no reason why these different drivers can’t all be pointed
The focus of the SMART-Tech con-
ference (particularly Gordon Medenica’s panel, see page 34), and
interviews with James Maida and Tom Little in this issue, is on how
the results that we produce can be optimized by forging a genuine
partnership, working together with the confidence and understand-
ing that it is important that each partner be meeting the needs of
their stakeholders.

I don’t know who said “Designing your product for profit first,

in the exact same direction.

and people second, will probably leave you with neither”, but I'm
thinking it could just as well have been James Maida of Gaming
Laboratories. GLI is the object lesson in how an absolute faith that
a true customer-focus produces a financially sound business model.

Likewise, Tom Little’s focus on building a productive and collab-
orative supplier-operator relationship ... As comes across loud and
clear, whether it’s from Tom Little, James Maida, Connie Laverty
O’Connor or Paul Riley in his keynote speech on New Media Inno-
vations, or Jim Kennedy, or T] Matthews, Victor Duarte, Michael
Koch, Gerhard Luftensteiner, Stefan Hraffnkelsson, or Franck At-
tal, Constantinos Antonopoulos, or Steve Saferin, Jaymin Patel,
Lorne Weil ... it is simply in the dna for successful enterprises to
innovate and improve the product and service that they deliver
to their clients. The creative resources that drive innovation are
chugging away and wanting to be put to good use. All of us, com-
mercial suppliers and operators alike, are focused on optimizing the
performance of the lottery and applying all of our resources towards
that end.

I was talking yesterday with a CFO who was preparing for his
meeting with analysts at the Deutsche Bank Hospitality and Gam-
ing Conference and a similar one being held by Bank of America
the next day. [ was pitching him, unsuccessfully, on getting me
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From the Publisher

Paul Jason, CEO, Public Gaming International Magazine

into the closed conference. Among many interesting, and perplex-
ing, topics of discussion was the fact that these meetings are not as
illuminating as one would expect. Well, I said, don’t you communi-
cate what you’ve got in the product pipeline and other factors that
will position you for financial success over the next two years? He
laughed. He said that while they in fact do try to do that, present-
ers are discouraged from talking about anything other than what
will impact share price over the next 2 quarters, 3 quarters, one
year max. I said that [ would think that the expectation that finan-
cial performance would change 6 quarters out would be reflected in
share price 3 quarters out. He said I should keep my day job.

I am wondering if one of the many things that can come out of
the current economic travails is to break down the barriers that
prevent the capital markets from coalescing around a more holistic
and long-term approach to business success (I can just hear the
snort from my CFO friend). Too, I would expect that the toler-
ance for inefficiencies and obstacles to success of all varieties will
likely diminish and the mandate to optimize performance will in-
crease. Working well together as partners clearly focused on the
same agendas will be more important than ever.

The Lottery Industry Lifetime Achievement Award is named
after Major Peter J. O’Connell, the first Lottery Director in Rhode
Island whose pioneering efforts laid so much of the groundwork
for the expansion of the state lottery industry in the U.S. The
selection process is informal and based on nominations from and a
consensus among lottery directors. This year, Clint Harris and Jim
Kennedy were nominated and so a consensus was easily reached. In
consultation with other recipients, it was decided that two awards
should be made each year ... one for a lottery executive on the gov-
ernment operator side of the business and one for an executive on
Congratulations to
Mr. Harris and Mr. Kennedy and thank you for your leadership and
contributions to making this be the fabulous industry that it is!

Jeanette Michael, Jay Young, and Jack Boehm each had the chal-
lenge of completely transforming the ways their organization oper-
ates. Fascinating stuff. As Warren Buffett says, “In the business

the commercial supplier side of the business.

world, the rearview mirror is always clearer than the windshield”.
The things that seem self-evident after the fact were not always so
clear when we have to make the truly tough calls. That’s what I
was thinking when I read these interviews and realized that to some
extent, aren’t we all in that position right now?

And thank you to George Parisot and Jeri Duran for sharing some
quite interesting success strategies. There’s an important lesson
in wringing the absolute most out of every successful product or
promotion

Connie Laverty O’Connor, Matt Mansfield, and Victor Du-
arte from Team GTECH share a vision of the future that includes
change; lots of it and coming fast. Converting data and analysis
into intelligent game plans for the future will not get any easier.
But the payback for doing so has never been higher. We’re no
longer in just the ‘lottery’ business. Games, markets, distribution
channels are merging in ways that require all operators to rethink
their basic business model. ¢
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Empowerment means bringing more enjoyment and convenience to the player, greater efficiency and
more commission to the retailer, and higher sales and more profit to the lottery and its good causes.

The WAVE™ terminal system is the latest example of how we're delivering on this promise.

Richard Hushands, a Connecticut Lottery retailer since 1972, is now seeing this promise play out in
his store. The owner of Forest Package Store, in Manchester, loves his WAVE™ terminal, including the
system’s eye-catching player advertising display:

“My lottery sales are up over the year before probably about 4 or 5 percent. | think it helps that the
advertising display the customer sees is eye-catching. A first-time customer coming in to my store
may not even know | have lotto, but when they catch that screen, they know.”

More player convenience. More retailer commission. More profit for the greater cause
Connecticut Lottery beneficiary programs.

Delivering Serious Fun!

Scientific Games delivers on its commitment to be a good neighbor and good glo
as such, is committed to socially responsible gaming and sustainable business prat

At Scientific Games, our customer. promise is to develop
~ products and solutions that empower people
to benefit from the lottery.

SCIENTIFIC GAMES"

©2009 Scientific Games
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2009 Major Peter O’Connel Lottery Industry
Lifetime Achievement Award

Clint Harris

Executive Director of the Minnesota Lot-
tery; President of Multi-State Lottery
Association (MUSL); Past Chairman of
Powerball; Past President of the North
American Association of State and Pro-
vincial Lotteries (NASPL)

When Clint Harris became Minnesota’s
second lottery director on October 11, 2004,
he did so under circumstances faced by few others in the lottery in-
dustry. His appointment followed the death of George Andersen, the
Lottery’s longtime director, and the release of an audit critical of the
Lottery’s financial and marketing practices. While the initial response
to the audit had fallen to Interim Director Mike Vekich, it was up to
Harris to implement many of the recommendations, to re-energize a
badly demoralized staff, and to continue the rebuilding effort.

“We are extremely fortunate to have found such an effective and respon-
sible leader like Clint Harris to head up the Minnesota Lottery,” said Min-
nesota Governor Tim Pawlenty when he announced his selection of
Harris, and the Lottery’s record bears out Governor Pawlenty’s confi-

dence. Harris’ four years at the helm are the four highest for sales and
revenue in the 19 year history of the Minnesota State Lottery. Yet Har-
ris’ path to the position was anything but conventional. He was born in
New Jersey but spent much of his childhood in the Philippines, where
his father worked as an Episcopal priest. When the family returned to
the United States, he attended 8th grade in inner-city New Jersey and
completed high school and his first year of college in Hazleton, a rural
Pennsylvania coal mining community.

After moving to South Dakota to be closer to his family, Clint fin-
ished his remaining college education at Northern State University
in Aberdeen, South Dakota, where he earned a Bachelor of Science
degree. He later received a Master’s degree in Business Administration
from the University of South Dakota. While working on his undergrad-
uate degree, he also began a 17 year career in the retail grocery business,
working for a large independent grocery store in Aberdeen.

Harris joined the South Dakota Lottery in 1993 as a research analyst
and later became director of administration. He was appointed acting
executive director in 2000 and officially appointed to the executive
director position in 2003. His four years at the helm in South Dakota
resulted in four years of record transfers of revenue to the State.

Harris and the Minnesota State Lottery have become known as in-
dustry leaders in North America. Clint has served NASPL as President,
Vice-President, Secretary, and Treasurer. He is currently President
of the Multi-State Lottery Association (MUSL) Board of Directors,
whom he previously served as chairman of the Powerball and Hot Lotto
games. Under his direction, the Lottery hosted the 2005 NASPL annu-
al conference and in 2007 played host to the WLA’s Key Performance
Indicators Academy. Harris has also been a leader in NASPLs stan-
dards initiative and continued Minnesota’s leadership role in corporate
social responsibility.

Along the way, Harris married his college sweetheart. Clint and
Dawn (better known as Punky) have been married for 32 years and
have three children: Eric, Chad, and Samantha, as well as 3 grandchil-
dren: Katelyn, Karly, and Kelan. 4
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James C. Kennedy, Jr.

Senior Vice President, Sales & Global
Marketing, Scientific Games

James C. Kennedy, Jr., is that rare lottery
professional who is just as comfortable working
together with the Vice President of Marketing
on a sophisticated marketing program as he is
discussing with an IT Director how the latest
trends in computer technology can benefit the
industry. His focused expertise and skill-set
run the lottery gamut and include everything from start-up consulting
and game design to marketing-plan development, policy support and
implementation. Mr. Kennedy credits his career successes to having the
privilege of partnering with the world’s best lotteries and being afforded
the opportunity to direct the powerhouse resources of Scientific Games
International’s sales and marketing organization.

Mr. Kennedy joined Scientific Games in 1985 as SG’s on-site ac-
count manager for the Colorado Lottery. From 1985 throughout the
1990’s, Mr. Kennedy worked alongside lottery professionals in states
across the country designing thousands of games, and scores of market-
ing programs to learn the business from the giants of the industry from
the ground up. In 1999, Mr. Kennedy was named President of Scientific
Games International’s Retail Solutions division and in 2000 Vice Presi-
dent of North American Sales and Marketing. In 2005, global market-
ing for the full-line of SG lottery products was added to his list, as
well as new business development for the company’s on-line, Coopera-
tive Services and instant lottery business segments throughout North
America. Under his leadership and guidance, his team developed and
received a patent for the first multi-lane instant game dispensing solu-
tion. He was an early advocate of expanding distribution into big-box,
large-format retailers, and is a featured speaker and acknowledged ex-
pert on this subject at gaming conferences the world over. Mr. Kennedy
was an active, collaborative partner in both the start-up and current
marketing initiatives of China Sports Lottery.

He has been the recipient of several lottery honors, including a
NASPL Powers Award in 1993 for his contribution to the industry’s
first secure recyclable paper instant ticket, an environmental break-
through technology that has long since become the industry standard
for how lottery scratch-off games are manufactured. He and his team
hold a patent for the invention of the SGI Marketing, Analysis and
Planning System. The system now contains over 20,000 instant games
and is the basis for the empirical design and selection of thousands of
instant games launched each year worldwide.

Mr. Kennedy received a Bachelor of Science in Computer and Manage-
ment Science from Metropolitan State College in Denver and a Master of
Business Administration degree from the University of Colorado. He and
his lovely wife, Gayle, have two children, Nicole, 26, and Christopher, 18.

As skilled as he is on the world lottery stage, he is equally skilled on
the entertainment stage. It is customary to see him, harmonica in hand,
jamming with the band at customer-appreciation events at major lot-
tery trade shows. This simple act of passion also serves as sort of a meta-
phor for the company’s brand personality: Work hard, play hard, and
make sure each customer always knows how much Scientific Games
values their business and their fundamental mission. 4
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You've got the whole world in your hands.

Now more than ever, the gaming industry is global. And with GLI's exclusive new
Point-Click-Transfers™ feature, you can easily transfer certification letters from
previously tested and certified products to jurisdictions around the world with
just the click of a mouse. You'll even get notification of your transfer so you know
you can get down to business right away with faster service and less paperwork.
Log on to the secure area of www.gaminglahs.com to get started today.

Point-Click-Transfers™ exclusively from GLI.

WHERE THE GAME BEGINS."

AFRICA | ASIA | AUSTRALIA | EUROPE | NORTH AMERICA | SOUTH AMERICA
WWW.GAMINGLABS.COM
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Public Gaming

James R. Maida, cko, President and co-founder of
Gaming Laboratories International (GLI)

GLI is without peer in its role as tester and certifier of electronic gam-
iNng equipment, operating in nearly 450 jurisdictions all over the world.
Decades of building the most sophisticated and reliable procedures for
testing and certifying products for the gaming industry have given GLI an
unimpeachable reputation for integrity and a most formidable market po-
sition. GLI is a leader in the movement towards open systems, support-
ing the standardization of protocols, and promoting a more collaborative
approach to business relationships.

Business models are evolving rapidly for everyone, and so too for GLI. GLI already sets the
standard for superior performance in its field. So they’re the only ones who can raise the bar
on themselves. But that is what they continue to do, launching new initiatives like “Point-
Click-Transfer” to streamline the process of tracking submissions and test results, sharing
information that will help the industry come out of these challenging times healthier than
ever, and relentlessly looking for opportunities to make life easier for their customers. GLI
combines a most unique brand of creative and visionary thinking with a disciplined approach
to business. Think equal parts Carl Sagan visionary and Vince Lombardi execution. ..

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

Public Gaming: Manufacturers are mov-
ing towards open networks, open platforms,
interoperability, and to some extent giving
up proprietary control of their customer re-
lationships. Standardizing protocols gives the
operator more flexibility to choose “best-of-
breed” component parts to their system and
to implement content and software from a
variety of suppliers and not just the manufac-
turer of the hardware. What are the benefits
of standardization of protocols to the industry,

: .
to manufacturers, to operators, and to GLI?

James Maida: I think the protocol is-
sue has probably been misunderstood in some
ways. Protocols today are more open then
they've ever been, and that trend will con-
tinue. But we need to emphasize that GLI
neither sets the protocol nor makes protocol
recommendations. We believe that it is up to
our clients, including our video lottery cli-
ents, lotteries that have networks that moni-
tor games, and the marketplace to determine
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which protocols they want to survive. The
good news is that we've had a great run with
SAS and now we’re moving to G2S, which
is an XML and more open protocol. And our

the casinos. The cost savings from standard-
izing protocols and eliminating inefficiencies
caused by incompatible systems is significant
and could be channeled to customer-focused

We make it our business to understand these technologies
literally years before they deploy to real-world applications...

Lab is certified to test both SAS and G2S.
But again, those decisions are made by those
that are making the products and systems, and
the operators and the lotteries that are pur-
chasing those products and systems. I think
openness is good, and it’s going to continue,
and we stand behind it 100%. We see that the
industry will spend less time figuring out how
to integrate protocols which should be fairly
plug-and-play, and spend their resources on
game development, new technology develop-
ment and creativity rather than on things that
aren’t benefiting the players, or the states, or

\ 4

benefits. Additionally, open protocols do not
mean that the underlying intellectual prop-
erty is not protected, that companies need
to give up any portion of their IP. That is
not the case at all. It just means that people
can implement the protocol more easily. I
think that’s a confusing point, and I think
GSA (Gaming Standards Association, www.
gamingstandards.com), and others have gone
to great lengths to clarify that. But the move-
ment towards open-ness is not being driven
by GLI. We take direction from our clients,

...continued on page 22




REEL FLEXIBILITY

REAL COMPETITIVE

ADVANTAGE

The power of MLD®, exclusively from IGT.

ALL GAMES |

A
AEEL | PDEER

TO START PLAY, SELECT A DEMOM WALLE AND A

Fam | SDOURLE gxe

CREDIT
§89.15

\*r"r—
e

|

AAME

P

@ W @ @

PAID

Unsurpassed flexibility that lets
players switch from traditional 3-,4-
and 5-reel slots to video slots or even
video poker —all on one machine —with a
touch of a button. Exclusively from IGT.

Nothing else offers the patented
combination of AVP® and MLD®
technology with REELdepth™ 3-D games
all in one package. Our patented
Muilti-Layer Display® (MLD®) technology
looks, feels and sounds like traditional
reel-spinning slot games with the added
entertainment of striking 3-D effects on
the game screen, and even on the top
box. And for jurisdictions that do not
allow tradiitional spinning reel games,
this is as close to real spinning reel

games that you can get. But

we don't stop there. Players can

switch between 3-,4- and 5-reel

games, video slots and video poker and
non-progressives to progressives, too —
all on the same machine. And with IGT’s
vast library of games, your options are
wide open.

Other companies may offer 3-D
games, but no one except IGT offers this
kind of technology and flexibility. It's the
only solution to give you the flexibility
you want, the game library you need plus
the server-based network compatibility
going forward.

Visit www.IGT.com/REELdepth.
Contact your account executive today.

To learn more about IGT Government Affairs & Business Development or IGT's video lottery
terminals, progressive jackpots, Class Il, Class Il games, network systems, server-based products,
electronic table games & casino services visit www.IGT.com or call 702-669-7777.

v “d i —

R AL S OR BET TR

SEOURLE 9X2. PLAY 2 CREDITS GOOD LUCK! =

” R

SR a0 oo ROEasIEs s

apmon
agon
1250
A0
anm
2on
150
100

-'|E II'I

I--J"i IIII'I IIIII' Jlln MEl 0

MM 4,500 HET S0 14,900 CREINTE

I'JHI

®

The Right Choice.
702.669.7777

© 2009 IGT. All rights reserved.

AVP and REELdepth are trademarks or registered trademarks of IGT in the
US and/or other countries. PureDepth™, MLD®, Multi-Layer Display® and
Actual Depth™ are trademarks or registered trademarks of PureDepth, Inc.
All other trademarks and registered trademarks are the property of their
respective owners, without intent to infringe. www.puredepth.com.



http://www.igt.com

Public Gaming

Clint Harris

Executive Director of the Minnesota Lottery;
President of Multi-State Lottery Association (MUSL);
Past President of the North American Association of State & Provincial Lotteries (NASPL)

Public Gaming:
How much of your
increase in scratch-
offs (25% increase
in 2008 over 2007!)
is due to higher
price point’

Clint  Harris:
Much of our sales

increase is associ-
ated with the introduction of our $20 price
point last February. However, we are still see-
ing increases in our $2 tickets and $3 extend-
ed play tickets. Even if we take out the $20
ticket sales, we are still running ahead of last
year. Given the conditions with the economy,
it'll be a challenge to maintain that. Realis-
tically, while we’d like to maintain the 25%
increase, we'll likely settle for lower numbers
but are still hoping to maintain that within
the double digit increases.

Will you be testing an even higher price
point soon?

C. Harris: Minnesota will be introducing
Scratch Game Books (a booklet containing 6
scratch tickets) at a $25 price point. It’s a dif-
ferent and exciting product for our players and
we believe it will do well. While some states
have offered these game books at a lower price
point, we want to position this product as
something different and ideally not compete
against games within our existing price points
($1, $2, $5, $10, $20). We're looking forward
to launching this product in the fall!

How much of that increase is due to getting
new players to play?

C. Harris: The amount of increases due
to new players is difficult to isolate. While it
appears that we have gained players, I think
the growth can be attributed to the expanded
Scratch portfolio, promotional elements and
other initiatives we’ve taken. We've expand-
ed the portfolio of games so we are appealing
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to our different segments of players. MN has
done some in-depth research to better under-
stand our players and offer games and promo-
tions that will appeal to them. We've been
very aggressive with our initiatives in both
the Scratch and Online product line as well
as our media campaigns with the last year. I
feel that we are seeing the results of this both
in sales and building our relationships with
our players.

How important is brand licensing to getting
the attention and interest of new players?

C. Harris: Getting new players to play the
Lottery is the toughest job we have. Players
that don’t buy Scratch tickets don’t notice
our tickets or our POS in the store, so basi-
cally our only opportunity for a sale is to catch
their eyes and ears through advertising, at an
event or through word of mouth chatter. Li-
censed properties, such as a Twins ticket or a
Betty Boop ticket give us something to talk
about, a means to get PR mentions and a way
to gain their attention, since licensed proper-
ties have an appeal or a cachet that our regu-
lar tickets seldom have. So brand licensing is
a very important part of our ticket mix.

For instance, do you feel that the Hold-Em
scratch ticket is drawing interest from card
players who might not otherwise play lottery?

C. Harris: Yes, we do believe that this
game is doing this. We’ve been fortunate to
run Hold-em as a base game for several years
now. We launch a new game every six month
in an effort to keep it fresh. Players who pur-
chase this ticket are very loyal. We don’t see
the same trend with Hold-em games as we do
with some other $5 price point games. With
Hold-em, we see the typical increase in sales
at the launch of the game, but it tends to
maintain sales at a higher level than other $5
price point games. There’s no assurance that
we’ll be able to maintain this so it’s evaluated
every six months. Thus far, players haven’t
gotten tired of playing it and we’re thrilled
with the success of this game style.

%

Any new game or promotional concepts
that will be important for 20097

C. Harris: Because we always try to as-
sess how we can bring better entertainment
to our players, Fiscal Year 2009 could be very
exciting for Minnesotans. We’re currently
planning on converting our instant-online
Print-N-Play ticket line to a unique “progres-
sive jackpot” type of ticket line; working on
scheduling the introduction of a new $25
Scratch Game Book category; discussing how
best to release Electronic Game Cards; work-
ing on enhancing our successful holiday Raf-
fle Game by adding bonus merchandise and
experiential prizes; and hope to add a “Little
Gopher” game for an extra dollar to our Go-
pher 5 cash lotto game. Wow! We’ll be busy.

Other lotteries have massaged the manner
in which they deal with retailers, their ‘retail-
er packages,” to accommodate big box needs.
Has there been any discussion in this regard
for Target or others in your market?

C. Harris: Because Target’s headquarters
are located in Minneapolis, we have been
in to see them. At this point, because they
have a relatively new CEO, they still don’t
have Lottery on their radar. But we did ex-
plain how flexible we could be in terms of
dispensing equipment, rules regarding selling
and redeeming, and the possibility of a Tar-
get Scratch game, and their management was
very pleased to hear that. While no timetable
for a next meeting or any decision was agreed
upon, we intend to “nicely” pursue them in
the upcoming months. Hopefully, we’ll crack
this big retailer in the near future!

Do you think there are ways to increase
sales by changing the traditional retail
distribution model?

C. Harris: We do think there are some
models that could work better than what we
have in place now for some bigger or non-
traditional accounts. The stumbling block is

...continued on page 32
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Public Gaming

Jeanette Michael executive Director, D.C. Lottery
Jeffrey (JGY) Young Chief Operating Officer, D.C. Lottery

Mark Jason, Public Gaming Maga-

zine: Jeanette, your very impressive back-

ground includes extensive legal and mana-
What

changeover to the Lottery?

gerial experience. motivated the

Jeanette Michael: [ was the DC Lottery’s
first general counsel back in the early 1980s.
During the creation of the new government
agency, | provided legal and administrative
advice to five board members and professional
staff. Since there were so few employees at
the start up of the agency, I was intricately
involved with all aspects of the lottery op-
eration, such as marketing and sales, procure-
ment, finance and IT. After five years at the
DC Lottery, I was selected as a deputy director
to DC government’s largest agency, the De-
partment of Human Services.

Before returning to the DC Lottery in 2001,
I took advantage of different types of jobs in-
cluding Chief of Staff to Mayor Marion Barry
and training opportunities by being selected
for the first class of the Center for Excellence
in Municipal Management, a one year train-
ing course for top level DC government em-
ployees. I also worked for a brief time with the
local Greater Washington Urban League. All
of these experiences helped me get the job I
have today, director of the DC Lottery.

My second day on the job was September
11, 2001. I watched the smoke billow over the
Pentagon from my office window. It was a day
that I was truly tested. After calming down
most of the staff [ had to decide how the draws
for the day would be conducted and how long
the system would operate. Fortunately, I had
a great staff and a supportive vendor who all
worked together.
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Director Michael and Mr. Young describe the process of
restructuring the lottery. Actually, the process involved
completely reinventing the entire enterprise, tearing it
down and rebuilding from scratch.

(The majority of this interview is continued online. Please go to www.publicgam-
ing.com to see this interview in its entirety.)

[ note that in your tenure you've signifi-
cantly reduced staff and administrative ex-
penses. Can you give me some detail on how

you accomplished this?

J. Michael: The Chief Financial Officer
for the District of Columbia, who has over-
sight of the DC Lottery, requested that we
decrease administrative costs at the agency.
To meet this mandate, it was decided that the
DC Lottery would be restructured. Evaluating
efficiency resulted in a look at the organiza-
tion. We realized that we didn’t need as many
people or positions. Jay had just been hired
at the time. His skills were invaluable to the
restructuring effort. We also hired a consult-
ing firm that provided us with an assessment
of the organization. Based on the consultant’s
report, it was clear that we had to ‘blow up’
the organization and start from scratch. We
created a whole new agency, new depart-
ments, positions and types of employees we
needed to fill those positions.

This reorganization effort was consistent
with our strategic planning approach. In order
to ensure that the DC Lottery sends the maxi-
mum amount of money to the City’s General
Fund, we focus on two things: sales and effi-
ciencies. Both are necessary to increase trans-
fer to the General Fund.

So you really mean that literally. You dis-
charged the entire organization, starting from
scratch to create a brand new organization
chart, employee job descriptions, flow charts

for work flow.

J. Michael: Exactly. We wanted to arrive
at an organization operating at maximum ef-
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ficiency, and that was the best way to do it.

Jay Young: The restructuring took place
in 2004. We had 110 employees allocated to
us. Now we have 77 allocated, and 70 actually
working for the Lottery. We reduced staffing
by about 30%. It was a soup-to-nuts restruc-
turing, wherein we completely redid the entire
agency. That included interviewing roughly
700 people for the 77 positions that we now
have. That means rewriting every job descrip-
tion, evaluating every aspect of what we do
and why we do it. In conjunction with the
restructuring, we also launched a number of
structural initiatives to remove redundancies,
refine all of our internal processing, reduce
warehouse space, and eliminate unnecessary
documentation. Everything from how we
managed accounts to our sales and marketing
initiatives were evaluated from the perspec-
tive of efficiency with effectiveness.

We also created process maps for all proce-
dures, and produced Standard Operating Pro-
cedures (SOPs) for everything we do. Some
of the biggest cost savings that we achieved
were from improved document management
and handling, elimination of processing steps
and outsourcing of our instant ticket manage-
ment process. We constructed what would be
called a ‘joint-service’ processing system with
Scientific Games. In the former Lottery struc-
ture, we had approximately eight employees
involved in the instant ticket process, which
was producing $27 to $30 million. Currently,
we have three people involved in the instant
ticket process, which today produces about

$42 million.

...continued on page 24




£ -LINK.

End-to-endless solutions

When it comes to your gaming operation, SPIELO" has solutions for every link in the chain, from the
INTELLIGEN™ central video server and i-LINK™ retailer terminal, to state-of-the-art prodiGi Vu™
and WinWave Vu™ terminals, to proven games. Supported by an impressive complement of products and
services from the GTECH® family of companies, SPIELO offers endless solutions for your unique and
changing business.



http://www.gtech.com

Public Gaming

Mark Jason, Public Gaming: Your lot-
tery experience is extensive. How many years
have you been in the industry?

Jack Boehm: [ started seriously in the
business around 1983.

In that time, you've served in many capaci-
ties, from Deputy Director and managerial con-
sultant to Director of Operations for a branch
of GTECH. What do you regard as your most

significant accomplishment in the industry?

J. Boehm: [ think the most significant
accomplishment was in launching the Min-
nesota Lottery in 1989, and doing something
no other lottery had done at that time. We
launched with a full capability to validate
instant tickets at the retailer level from the
start. We used an automated system with bar
codes. We were the first state to come up with
fully functioning systems through which re-
tailer could validate through the use of bar
codes and a dial-up terminal feed that came
into our central system in Minneapolis.

How were tickets validated prior to that
time?

J. Boehm: Primarily on the basis of a vi-
sual examination and inspection of the tick-
et by retailers. That’s why there are retailer
codes printed on the ticket. Those continue
to be printed on the ticket today, even though
it’s not used in validation anymore.

Security is becoming an increasingly im-
portant issue. Is there a way, today, to auto-
matically validate instant tickets and online
games, and show the amount won, without
involving the retailer?

J. Boehm: You’d have to modify the ter-
minal extensively to display that information.
It would probably be very similar to the way
Grocery Store cash registers display the infor-
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mation. That type of capability would have
to be built into the gaming terminal. Right
now it’s not there. The display is a fairly sim-
plistic one. In Colorado, the display does tell
if the ticket is a winner, but does not display
the amount. We also have an audio statement
made by the terminal, one that retailers can-
not turn off.

In the press release announcing the change
in logo, you say the new logo represents “a
new era that will herald in new technology,
new games and a new approach to branding.”
Each of these areas is worth exploring. Let’s
start with new technology.

J. Boehm: When I came in here a little
over a year ago, the Lottery back-office was
operating their system on a Wang computer
platform. That technology was the same tech-
nology the Lottery started with 25 years ago.
It was a decent platform back in the 1970s.
The software is dated, the operating system is
dated. Just the physical aspects of the system
are dated. It’s larger than it has to be, we'’re
running out of capacities in the system. The
Lottery could not launch a new online game,
because the system didn’t have the capacity
to handle it. So, while our online vendor, Sci-
entific Games, could provide us with a three-
digit game, the back-office system couldn’t
handle it.

All the information from the central sys-

Jack Boehm Director of the Colorado Lottery

Jack Boehm officially became the director of the Colorado Lottery on July
1, 2008, after serving for 6 months as COQ. Lottery operations have since
been revamped from top to bottom. Director Boehm credits his entire
team for taking control of the process from the beginning, for re-thinking
and then rebuilding all aspects of lottery operations.

game have been properly accounted for.

We're in the process of upgrading the sys-
tem. The Lottery had been working on this
for six years. They had estimated that it
would take roughly 80,000 hours to replace
the Wang, re-write the programs and so forth.
They hadn’t really gotten anything accom-
plished in the six years. The other problem
that they had was a very contentious situation
with the online vendor.

When I came in, | began the process by
telling everyone that we were going to pre-
tend that this was a new lottery. You can’t
spend the amount of money that we're talk-
ing about, close to $8 million, to rewrite pro-
grams with the Wang system as a base. We
were better off completely overhauling the
entire system.

I got a consulting company to review the
entire back office system, with an eye toward
finding best practices from an overall business
perspective. They reviewed what other lotteries
were doing as well as what other similar business
were doing. That study took 8 to 10 weeks. One
of the products from that was a document we
could use to develop an RFP for the back office
system. That was finished on June 30 of 2008.
We put the RFP out in August, selected the
winning vendor in September, and contracted
with them in October for a full replacement of
the back-office system. They're using a system
called ‘Class.” It’s marketed by a company out

[ told them to think of each process, each job, as their own...
that it’s not about me and what I'm doing, it’s about them and
what they are doing...We have since cut literally thousands of
hours from the time needed to get things done...

tem feeds back to the back-office system,
which validates all the data. This ensures that
we’re in balance, the right number of tickets
have been accounted for, the liabilities for the
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of Arizona called PB Consulting, which was
formed by a group of ex-Andersen Consulting
partners. This is an upgraded version of the sys-
tem I used in Minnesota.



Don’t the vendors’ central systems perform a lot of the functions
you're referring to with the ‘back-office system?

J. Boehm: They do, but the problem is that it costs too much.
They take a percentage of sales. This was one of the areas that
they consultants identified for us. We asked them to review the
costs of outsourcing versus in-house. What they came back with
was that it could be done for about half the amount internally, by
the lottery itself.

So your internal system will, when up and running, perform
many of the functions that vendors’ central systems perform in
other lotteries?

J. Boehm: Yes it will. The target date for operation is May of
this year. The Scientific Games contract will still be on a percent-
age-of-sale basis, but it will be a smaller percentage. We're in the
process of negotiating a new contract now.

Do you see technology changes out in the field as well, at
retail locations?

J. Boehm: From the perspective of the industry as a whole, sup-
pliers are going to have to come up with a better terminal. The fo-
cus is going to have to be making the product available at a check-
out station rather than at a customer-service station. The industry
has tried several different devices. I know there are some out there
being marketed today. There needs to be a marriage between the
cash register and the lottery terminal. When that happens, it will
make handling the product much easier.

What exact needs would you see that technology addressing?
Possibly removing the clerk from the process?

J. Boehm: That’s one possibility. The player-activated terminal
has been on the market for a number of years, and has never really
been well accepted in the customer environment. While some lo-
cations do extremely well with it, most locations average $1200 to
$1500 a week in sales. That’s not enough to support the cost of the
terminal with that functionality. Sales have to be up in the $2000
to $2500 area to pay for the cost of the machine.

Now I'm not talking about ITVMs. Most of those don’t sell
the online games, just the instants. There are a few that sell both.
What'’s happening is that instant ticket vendors are coming up with
ways to integrate regular retail terminals that sell online games to
their ITVM. Both INTRALOT and GTECH have machines that
are married in that fashion. But those are expensive machines, any-

where from $18,000 to $25,000 per unit.

How many retailers have you got in Colorado?

J. Boehm: About 2,900. Now, you wouldn’t put these machines
in all retail locations. You wouldn’t put one into a convenience
store, the counter of which is already set up to distribute lottery
games. There would be locations that would do well with player-
activated terminals, though.

Any other types of technology changes on the horizon that you
believe will make a big impact?

...continued on page 26
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George Parisot & Jeri Duran

George Parisot, Director & Jeri Duran, Director
of Sales & Marketing of the Montana Lottery

With limited opportunities to expand the types of games and
distribution channels, where’s the growth going to come

from? Montana Lottery gets creative at leveraging each and every success into as much
residual impact as possible. Fantasy Sports ropes in a whole new category of retailers to
the expanded portfolio of lottery products. World Poker Tour bumps sales for the entire
Scratch line. Every small jackpot winner is an important public relations opportunity. Face-
book and text-messaging become low-cost ways of reaching new demographic targets.

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

Paul Jason, Public Gaming: Let’s
just start with a description of the games
that you offer and the channels that you
distribute through.

George Parisot: The lottery offers both
lotto and scratch games in Montana. We
have Powerball, Wild Card, Hot Lotto, and
our own in-state game, Montana Cash. We
also offer a variety of scratch tickets from
the $1 to the $10 prize point. We just com-
pleted our Montana Millionaire raffle game,
which ended December 31st. We felt like it
was pretty successful, since we sold 97% of the
150,000 tickets, and that was a $20 game. I
think just under 150,000 tickets for a popu-
lation of 945,000 is a pretty good amount of
tickets to be sold. So we’re pretty happy with
our Montana Millionaire game.

You said that the price point on Scratch
games range from $1 to $10?

G. Parisot: Yes. The raffle was $20. And
that was the highest price point ticket lottery
game we've sold.

launched our ten dollar price point last year.
So we’re really trying to work on getting that
a little more accepted in the market place be-
fore we do a $20. But we’re definitely looking
at that within the next year.

It seems like a little more than a year ago
there was kind of a rediscovery of the poten-
tial of raffles. Then the enthusiasm on the
part of the marketplace seemed to change so
that the initial great performance diminished
with each subsequent raffle game. Is there a
life cycle to the game? Do you have to “rest”
the market for a period before running too
many raffle games?

G. Parisot: You know, I think in Montana
the game has been very well received. We've
only done it for two years, and in these two
years we've sold 97% of the tickets on both
occasions. So we feel that there’s significant
interest in the game in Montana, and we plan
to continue it in the future. In fact, I think
we're going to run it again basically in the
same version as we have this year, starting in

By adding 175 new retailers for Fantasy Sports, we've added 175
new retailers for all of our other products, too. It was about a
30% increase in retail locations for us, so that was important.

Are you thinking you might want to test a
$20 scratch ticket?

Jeri Duran: Absolutely. But we really just
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November of '09. From our perspective it’s
a very effective game for Montana. I know
other states have seen a decrease, and I think

$

that may be just overuse of the game in some
markets, running too many raffles or having
too many tickets available for sale may be the
issue. But Montana is kind of a different state.
Folks like the kind of raffle type game that we
have and find it fun. In Montana, clubs and
organizations do games called 50/50 Raffles.
The raffle benefits an athletic association for
the university or other organizations and the
pot is basically split 50/50. I think our Mon-
tana Millionaire has even better odds than
that, better pay off than that, but Montanans
are used to those kind of raffle games.

I[s there anything that you’re planning
to give special attention to in the next 12
months?

J. Duran: There are a couple of things.
One, we were a bit concerned about doing the
raffle style game with a $20 price point in this
kind of economic environment. We found
that just keeping people informed about the
great odds of the game, making it a well-run
advertising campaign and doing more promo-
tion with the winner, than what we’ve done
before, made the game really successful. It was
equally successful last year in spite of the eco-
nomic challenges which we thought might
make a bigger difference than they did, so
that was really positive.

Another thing most lotteries are look-
ing at is that younger demographic. We
are working on a program with the World

...continued on page 28




interview in its entirety.)

Mr. Luff is part of the WLA panel assembled by Mike Randall (for-
merly head of Corporate Communications for Atlantic Lottery
Corp. e-mail mike.randall@rogers.com) that is tasked with evaluating re-
sponsible gambling framework submissions from lottery operators from all
around the world. This panel includes 4 others who come from outside the
lottery and gaming industry. The hope is that this “best practices” approach
to integrating the perspectives and methodologies employed in other fields
and industries will augment the ones we are steeped in our own gaming
industry. The end result should be a WLA membership that excels in this
space, that sets the highest standards to which all operators in the gaming
industry will be held. This is consistent with a theme that comes across
in virtually all of my interviews with leaders everywhere. That is that it is
shrewd business strategy to be the ones to proactively raise the bar on your-
self. The paradoxical aspect to that concept is that the time to genuinely
raise the bar on yourself, pushing to set for yourself a higher standard of per-
formance to adhere to, is when you don’t have to do it, when you’re already

Brand Value = Integrity + Transparency + CSR

By John Luff, Founder of Sustainable Marketing (www.Sustainablemarketing.co.uk) and a founding
member of the World Lottery Association (WLA) Panel on Responsible Gaming

(The majority of this interview is continued online. Please go to www.publicgaming.com to see this

ahead of your peers and competitors. The reason is simple. That’s when you
are in the ideal position to put so much space between yourself and your
competitors that they'll never catch up. Or, in the case of government spon-
sored gaming operators like lottery organizations, that the shapers of public
policy will easily see how and why the public is best served b