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Subscribe to our new Daily

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

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

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

Jason at pjason@PublicGaming.
com or call U.S. + 425.449.3000.
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Our experience shapes the new era in online gaming

INTRALOT Group’s extensive experience has expanded to satisfy the needs of organizations ,ntm’ot

as they enter the new era of Interactive gaming. INTRALOT Interactive steps up the game

combining its in-depth experience and knowledge with the latest technological advances nt t

to bring you the next generation of interactive gaming solutions. , emc ,ve

We are dedicated to delivering cutting-edge solutions to organizations that want Leading the game
to lead the way... Stay ahead of the game.

Find out more about INTRALOT Interactive Sports Betting at www.intralotinteractive.com

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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RECAP OF THE WLA BRISBANE CON-
GRESS AS PROLOGUE TO PGRI'S
LOTTERY EXPO LAS VEGAS:

The World Lottery Association (WLA)
just completed its fifth bi-annual conference.
Actually, this is much more than a conference, much more than a trade show.
It’s the largest event in the lottery industry, with upwards of 1,000 of the
world lottery industry leaders convening to chart the course for government
sponsored gaming. Huge thanks to Bill Thorburn (Chief Executive of Tatts

Lotteries and our Australian host for this conference), Bill’s executive team
who executed everything so flawlessly, Arch Gleason (former president of the
WLA and CEO of Kentucky Lottery, see interview on page 14), Jean Jorgensen
(Executive Director of the WLA), and the incredible team of volunteers who
worked tirelessly to produce such a great conference and trade-show experi-
ence.

The Privatization versus Government Ownership dialogue has evolved into
an entirely new context. It never was actually about the productivity of govern-
ment versus private industry employees. It’s always about creating the system
that optimizes performance and unlocks the full value of its multi-billion dollar
asset, the Lottery. Governments have become open to new ways of thinking
about how to optimize the value and performance of their Lottery. Presenta-
tions by private equity managers and commercial lottery operators at WLA
talked about what drives governments to change managements structures and

From the Publisher

Paul Jason, CEQ, Public Gaming International Magazine

how those changes should be implemented. Governments are considering a
wider variety of ways to enhance performance, liberating the lottery operation
from structures that impede progress, productivity, brand value, flexibility to
grow and innovate and adapt to market changes. The fantastic thing is that
the actions that governments are taking will provide the empirical information
needed to assess how the different approaches work. That’s what we need in
order to build a process of benchmarking against “best-practices”.

The other fantastic thing is that governments are acquiring a mind-set that
looks for performance-enhancing drivers wherever they may exist. That may
include expansion of games and channels, being more open to innovation that
improves performance within whatever management structure happens to ex-
ist. There is a feeling that governments everywhere are waking up to a dynamic
that commercial industry leaders have known for a long time. That is that
progress requires change even though we never have 100% foresight into how
things will turn out. Employing a more sophisticated risk-analysis model that
allows for uncertainty is vital for lotteries to innovate and grow with their cus-
tomers. | heard a panelist at the NASPL conference describe a bold product
launch that threatened to destabilize the entire product category. His directive
was to ‘go for it’ with the confidence that “whatever breaks we can fix later”.
Once the research is completed and the decisions made, the mandate is full

speed ahead, knowing that a vital part of any action plan is to reassess progress
every step of the way, adjusting course as needed, and perhaps ending up in a
different place than was originally envisioned. Progress may involve two steps
forward and one step back, but we can’t deliberate forever on how to eliminate

“A multi-state retailer was being courted by a number of lotteries, including ours.
Knowing that the lotteries were meeting with limited success, GTECH orches-
trated a single meeting with the retailer, so all the lotteries could be equally

represented. Upon approval, GTECH went to great lengths to train the retailer,

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.
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uncertainty and avoid the need for corrective action. The lottery industry is
transforming itself to be the dominant player in the industry and governments
everywhere are the beneficiaries.

Another issue that is being redefined is Responsible Gaming (RG) and Cor-
porate social Responsibility (CSR). Traditionally, it's been viewed as a ‘bal-
ance’ or trade-off between player protection and selling more product. These
do not need to be thought of as conflicting objectives. The progressive opera-
tors are figuring out how to integrate RG and CSR into a more comprehensive
Customer Relationship Management (CRM) agenda, integrating these values
and objectives so that everything becomes mutually reinforcing.

This concept of integrating opposing ideas ties in with another theme ad-
dressed by cultural ‘trend-spotters’ who presented at WLA. The concept of
affiliation with the values of others who buy or use a product is nothing new.
But as products of all kinds including gaming become commoditized, the values
represented by the brand can become a more compelling driver than ever. A
customer-driven brand strategy can ultimately lead to reconciling all manner
of opposing ideas into one brand that represents an affiliation that appeals to
the consumer. It’s all part of Brand Lottery and should be integrated into a
holistic value package that redefines what games, lottery, and wagering can be
to the player.

Likewise, new media channels like internet is being given a focus that is
disproportionate to its actual relevance in terms of revenue. This business is
driven by land-based retailers and even small incremental change in that space
will have huge impact on the business. But increasing the number and variety
of customer “touch-points” is in fact integral to capturing the mindshare that
ultimately drives sales. That’s true no matter where the customer ends up buy-

ing the products.

Another highlight of WLA Brisbane was the 2010 Lottery Industry Hall
of Fame ceremony. Inducted in a very special ceremony at this venue were
Friedrich Stickler (Deputy Managing Director of Austrian Lotteries and Presi-
dent of the European Lottery Association) and Bill Thorburn (CEO of Tatts
Lotteries and the Golden Casket Lottery). Congratulations to Mr. Stickler and

Mr. Thorburn and also to Connie Laverty O’Connor (Sr. V.. GTECH) and
Jim Kennedy (Sr. V.P. Scientific Games) who were inducted into the Hall of
Fame at NASPL in September. To read more, please visit www.Lotterylndus-
tryHallofFame.com.

Thank you to all the interviewees and contributors to our magazine. There
are two big themes in this issue. The issues addressed by Ms. Carinci, Mr.
Gleason, and Mr. Antonopoulos all reflect a New World Order, one in which
we no longer operate in our own isolated protected markets. Collaboration
will be a most central theme that drives this industry. Collaboration between
lottery operators to build Brand Value, scale in the games, and leverage in tech-
nology platforms; collaboration between governments and regulators, and col-
laboration between commercial enterprises to harness the very ‘best practices’
for the benefit of the lottery operator. Mr. Duarte, Mr. Isaacs, and Mr. Koch
lead the powerhouses of the VLT business that has become such a vital part of
everyone’s revenue expansion agendas. Of course, [taly and distributed markets
are the big theme of the day, but we explore the entire landscape to see where
the government-sponsored gaming industry is headed.

Lottery Expo Las Vegas: You'll find the corporate profiles of our sponsors
and the conference program at the back of the magazine. You'll also notice
that our next conference is already confirmed for New York City for March 21
to 24. SMART-Tech 2010 was a big success so we'll be repeating the venue
for 2011. Thank you all for participating in our conferences. You can view
conference presentations and other news and updates at our special conference
website www.PublicGaming.org. (Our news website ends in ‘.com’, as in www.
PublicGaming.com.)

SMART-TECH 2010:
POWER TO THE PLAYER

March 22- 24 ¢ Sheraton Hotel and Towers
811 7th Avenue (at 53rd Street), New York

ensure a trouble-free rollout, and implement specialized reporting tools. Thanks to GTECH’s
strength, expertise, and nationwide presence, the Georgia lottery successfully added a new

outlet. | could notask for a better partner for the Georgia Lottery Corporation.”

Bill James, Corporate Account Manager, Georgia Lottery Corporation

B GTECH

Architects of Gaming

For more about this story and others like it, visit us at gtech.com/testimonials.
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PLAYERS AND PLATFORMS - THE RAPID EVOLUTION OF GAMING: Cana-
dian lotteries, like those owned by governments in other jurisdictions, are taking
steps to remain relevant to players — all players — into the future. Not only does that
mean taking a long, hard look at the core business of traditional lottery products,
it means realistically assessing the competition on the doorstep.

Canadian lotteries have been offering safe entertaining games for years, with the
primary objective being protection of players. The beneficial by-product is revenue
for essential public services. That is their mandate.

The reality of today’s Internet gaming market and its critical mass, require lotteries
to step up to meet demand. At the core of Atlantic Lottery’s growth strategy is the
player, and according to President and CEO Michelle Carinci, knowing the player
is one of her organization’s greatest strengths.

Paul Jason, Public Gaming: There’s
been a lot of media coverage from Canada about
online poker and casino. What’s happening and
why now?

Michelle Carinci: The wired world has
done two things for lotteries. It has created
a huge market for Internet gaming enter-
tainment around us. Players are making the
choice to play on illegal sites every day. Un-
fortunately, without the ability for us to offer
the games they want in a safe, regulated envi-
ronment, Atlantic Lottery can only watch as
they play unprotected, and the revenue that
should be of benefit to our region flow away.

Atlantic Lottery has been in the Internet
business since 2004, first offering players the
option to play lottery and various instant
games over the Internet, before introducing
interactive games like Mahjong and golf.
Frankly, none of these contributed signifi-
cantly to sales. Then Bingo was introduced
and caused a spike in sales because it is in-
teractive; players in chat rooms play bingo
with each other in a social way. That was a
key indicator and confirmation to us about
player preferences trending toward interac-
tive experiences.

The wired world has made the gaming
world incredibly small, and put the competi-
tion right on the doorstep. I read a comment
recently from Gao Xiging, chair of China’s
sovereign wealth fund: “The world is becom-
ing a lot smaller, and a lot more crowded.
When you get crowded, you have a stronger
sense of needing to protect yourself.”

While he was talking about China’s invest-
ment strategy, that quotation speaks to the
nature of our industry today— if we don’t re-
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spond we will be crowded out.

One thing we have that our competitors do
not, is a long-standing, intimate and trusted
relationship with our players. A relationship
cultivated over four decades for many of us.
If we step back and consider why we are in
this business in the first place, isn’t it about
protecting the players?

So are you saying that governments need to
care about competition not because it means lost
revenues, but because of their moral responsibility
to protect players?

M. Carinci: We need to remember how
and why lotteries were created. Government
got involved in gambling in to make an il-
legal activity which was difficult to control,
controllable and safe. Regulation was put
in place to protect citizens. That’s govern-
ment’s role — regulating an activity that has
risks. The beneficial by-product is revenue
that stays at home for good causes, like edu-
cation, health care, roads, veterans, what-
ever is important to citizens.

The environment has definitely changed.
Gone are the days when we held all the cards.
In fact, today, we don’t even know all of the
players at the table. Trust me when I say the
players of today will not be the players of to-
morrow. We need to understand the virtual
world they live in today, and anticipate what
they will need in the wired world of tomorrow
— before they even realize themselves.

The Internet enables us to build a dynamic
relationship with the player. We don’t just
provide the Responsible Gambling tools and
hope our players use them. We proactively use
the direct line of communication to continu-

o

Michelle
Carinci

President and
Chief Executive Officer
Atlantic Lottery (AL)

ally educate the customer on the need for re-
sponsible play. That’s something we can’t do
in our traditional retail network.

We have tremendous assets to bring to
bear. We have a powerful brand that stands
for integrity and great games. Our game de-
velopment and marketing talent is as good
as anyone’s. We have a strong customer base
and a brand that is trusted to provide safe
fun games.

So how do you really know those players?
And if you talk about catering to a younger
demographic, what about those core traditional
product players, the older guys, do you just for-
get about them?

M. Carinci: Absolutely not. Our current
players are not just playing at retail, they are
online today, and we will continue to meet
their needs. The emerging player of tomor-
row, who lives in the virtual world as comfort-

Continued
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IF EXPERIENCE COUNTS,

YOU CAN COUNT ON US.

GTECH Printing’s staff has countless years of experience in the
instant ticket business. Our team of industry professionals are
experts from Customer Service to Marketing, from Graphics to
Operations, and from Quality to Security. Many key members of
our team were once customers themselves and many others
have spent their entire careers in the lottery business. We have
an undying passion for this industry and we're determined
to deliver exactly what customers are looking for: the utmost
commitment to customer service, unprecedented flexibility,
on-demand game planning, the highest quality graphics, and
bullet-proof security. Learn more about our entire team in the

About Us section at www.gtechprinting.com.

Instantly differemt:
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Michelle Carinci Interview ...continued from page 8

ably as they do in their own neighborhood,
demands something entirely different from us.
If we are going to remain relevant beyond the
baby boomers, we need to have the foresight
to figure out what the players of tomorrow will
want before they even come of age. That’s in-
novation, and where the future of our indus-
try really lies. Knowing this player will be the
competitive advantage across the business.
Relevance in the digital realm protects our
core lottery products into the future.

So who is this player?

M. Carinci: This player is in control, plain
and simple. But that’s the only thing plain or
simple about them. I call these players digital
natives, and the one consistent thing about
them is that they are not consistent. They
have more than one lifestyle, more than one
identity. They stock their fridge with organic
produce, but are happy to eat fries from a
drive-thru. They wear $200 jeans with a thrift
shop shirt. They save for the future, but buy
virtual commodities with real money. They
are a dichotomy, an enigma. These digital na-
tives are comfortable in this world. Evolution
for them is about control and personalization.
[t's about instant gratification and two-way
conversation. They set high standards and ex-
pect us to meet their exacting demands. They
want what they want when they want it; even
if they don’t know exactly what they want.
Sounds daunting, doesn’t it?

How can you hope to be successful in meeting
the needs of this player if they are such an enigma?

M. Carinci: We only have to look at our suc-
cessful track record to demonstrate the attain-
able. We need to have solid data and research,
we need to talk to players, and we need to rely
on the experience of the past decades. Let’s not
negate the benefit of four decades of experience
in our traditional channels. For us there is a deli-
cate balance between player and profit.

Just over a year ago, the five Canadian lot-
teries launched LottoMax, a new multi-juris-
dictional weekly draw game, and the first new
national draw product in more than 15 years.

The key to LottoMax’s success was know-
ing through research and experience, what the
players wanted and ensuring the final product
reflected those needs. In this case, they wanted
the big jackpots of our other national games,
and a game that would provide the opportunity
for more people to become millionaires. Lot-
toMax’s unique value proposition does both.
And consumers have responded positively.
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No amount of research would eliminate unan-
ticipated and undesirable consequences. At some
point, a leader has to decide to pull the trigger.
The amazing thing is that all the Canadian lottery
CEQ’s seem to be similarly predisposed towards
action. How did you get there?

M. Carinci: Look at what happened to
Blockbuster Video. It was clear for a decade
that Netflix’s basic value proposition was su-
perior and they were steadily peeling away
Blockbuster’s customers. Blockbuster must
have recognized from the very beginning that
Netflix posed a fundamental problem that
surely threatened their long-term survival.
In the real world you don’t upend a profitable
business model when you see a negative trend
line. But at some point you have to face the
facts. If you wait too long, like Blockbuster
did, it’s too late to save your business.

As lotteries, we are quite attached to the
huge profit streams generated by the tradi-
tional games distributed through traditional
channels. But it is a big mistake to ignore the
undeniable warning signs that we need to re-
position our businesses for a new generation of
consumers. Once you realize the cost of change
doesn’t decrease, but increases over time, the
decision to be action-oriented becomes easier.

The former CEO of General Electric,
Jack Welch, said the best time to implement
change is when you’re doing well. In spite of
the recession, lotteries everywhere are do-
ing well. But we can see the inevitable trend
lines and need to adjust our course and make
changes now. Instill a culture that is proac-
tive in dealing with the problematic aspects
of our business. Push ourselves to act now to
optimize the long-term success of the business
even if it impinges on current profitability.

That'’s hard to do because we are all under
pressure to produce better results each quar-
ter, and realize it’s not going to get any easier
to effect change.

The best time for Blockbuster to redesign
its model was years ago when it still had 90
per cent market share; likewise for lotteries.
We need to reposition lotto and move aggres-
sively into new media. We need to do it now.

[ remember, in the planning of Lotto Max,
the exact question that tipped the scales for the
five CEO’s of the Canadian lotteries. Would
we be prepared to launch a game that would
have a negative impact and actually hurt our
flagship product, which is Lotto 6/49, if the
overall net impact on the lotto category was
positive? Once we agreed the answer was yes,
going forward with conviction became much

N4

easier. In fact, it had a bigger impact on Lotto
6/49 than projected. But we were, and are,
committed to moving forward, even knowing
things will break. They'll break, sometimes in
bigger ways than we’d planned, but we won’t
let that stop us from taking action. We'll fix it
and keep moving forward. Otherwise, lottery
will go the way of Blockbuster Video.

When you think about it, does anyone ever
say they don’t see the need for change? Ev-
eryone agrees that change is necessary; how-
ever, often we will focus on how change will
disrupt current business or the reasons why
change should be delayed, like requests for
more studies. Delaying action has the same
result of continuing with the status quo. We’d
be doomed if we followed that course.

How do you create consensus between the
different provincial lotteries for your national
branding and marketing campaigns like you did
for Lotto Max?

M. Carinci: You just do it. There are
powerful incentives to working through dif-
ferences. It’s driven by basic economics. We
sell more with a consistent brand strategy that
does not confuse the consumer with mixed
messaging. We can leverage our investment
in advertising by implementing it on a na-
tional basis and not just locally. Collaboration
essentially increases sales and reduces costs.
That’s a good combination. It’s not always
easy to work through differences. But we’ve
learned that putting our heads together to
collaborate brings the biggest win.

There is the added challenge of having two
official languages, French and English. All ad-
vertising, brand, and marketing management
allows for flexibility for regional differences,
including how a campaign developed in Eng-
lish can be effectively executed in French. We
have more in common than we might think.
Our customers have similar play styles and mo-
tivations. Once we get over ourselves, it’s not
hard to find the common ground where great
advertising and marketing works well across
the country. The importance of the national
brand is a given, so we lock ourselves in a room
and deal with the different needs up front.

Do Canadian “Crown corporations” have
more freedom to make changes than U.S
lotteries do?

M. Carinci: It might seem that way. In
fact we deal with many of the same issues as
directors in the United States. We're held
accountable to a host of different masters

Continued



SPIELO. CHARTING NEW TERRITORY IN THE ITALIAN VLT MARKET.

4 FIRST TO MARKET
%+ FIRST TO USE G2S® MESSAGING
++ FIRST WITH A WIDE-AREA VLT JACKPOT

When the Italian VLT program was born, SPIELO
provided a licensed end-to-end solution in record
time.

We were the first supplier authorized to provide
our VLT systems in Italy.

We deployed INTELLIGEN™, an open-standards-based
central system that’s the first in the world to
use Game to System® (G2S) messaging in a
distributed VLT environment.

And we were the first to provide Italy with a fully
configurable multi-venue jackpot that can be
adapted to any VLT game type, and to any
size venue.

We’re proud to be the first to say ‘Siamo pronti!’
in Italy.

o SN T U N P T
For more information call 1.800.561.GAME (4263) or 506.878.6000

f..’ill'.'sfiéii,'.‘éﬁﬁi’"“m'”g‘ggm'””'“ @ SPIELLLE

Performance Gaming Dedicated Service

ARKS OF
NGSTANDARDS.COM



http://www.spielo.com

Michelle Carinci Interview ...continued from page 10

within a media landscape that is challenging.
Just like in the U.S., effective communica-
tion with our stakeholders and shareholders,
to get them all on the same page with us is
important to ensure we have the freedom to
act. That goes with the territory.

That relationship with government is interest-
ing. What challenges do you face within your
regulatory and legal system as you work to evolve
the industry?

M. Carinci: The biggest challenge is the
current age of our laws and regulations. When
the federal Criminal Code, which makes In-
ternet gaming in Canada illegal except as au-
thorized by the provinces, was written so many
years ago, the Internet was not even an idea.
The same is true of legislation and regulations.
The updated regulation we need to offer multi-
jurisdictional games is not a huge barrier, but
getting agreement that this is the right time is
not always an easy barrier to overcome.

Where do the Canadian Lotteries stand when
it comes to implementing poker and casino games

on the Internet?

M. Carinci: It’s a work in progress, at dif-
ferent stages of development and implemen-
tation. It was logical that we work in partner-
ship with British Columbia and Quebec to
develop a common platform. Only Atlantic
Lottery and BCLC have a current internet of-
fering; the only two lotteries in North Amer-
ica who are online and have been since 2004.
As you know British Columbia added casino
games this summer, and will join Quebec in
the near future to offer poker. But there is
dialogue in every jurisdiction about the next
stage in the evolution of online gaming.

No single province is large enough to gen-
erate a critical mass for a successful multi-
player poker site. We have to collaborate to
create that mass. This is not a new story. The
same was true for the big lotto and instant
games. The Canadian lotteries partner when
we need each other, when it’s clear a collab-
orative effort will produce a superior result for
each individual lottery.

Wow. You make it all sound so easy.

M. Carinci: Of course it’s not easy, Paul.
The context of today is clear. Players are al-
ready choosing to play with or without us, and
don’t understand why they can’t choose a safe
alternative that keeps the money they spend
at home. The research is clear. They want us
in the game. We have hurdles to overcome,
not the least of which is getting everyone in-
volved to understand the impact of not mov-
ing forward. We need to face facts. Status quo
will have impacts: on the value of the enter-
prise, on the players left without protection,
and on communities left without the billions
of dollars we collectively return to provinces
and states for good works.

Like all progressive companies, addressing
the opportunities and challenges of the Inter-
net is necessary. Otherwise the next phase of
evolution for lotteries is harvest mode.

I’m up to the challenge and I know others
are as well. This is an exciting time to be a
lottery CEQO. Think about it, we have the op-

portunity to deal in the art of the possible. ¢

DE D]

oI Real Time Data/Transaction!Reporting

(OUR{NEWESTGAME;

www.diamondgame.com

amond Gaine

Where Innovation Plays



http://www.diamondgame.com/

TRU $ ERV"

Moving beyond the technology limitations of standalone gaming machines to a library of
games dynamically configured, managed, deployed and optimised by you for your different
venues and players results in a truly improved player experience and ultimately improved
yield performance.

INTERACTIVE

Convergence

Lottery
Integration

@
g
0 0 o
Unified
Player View

Transactions

-

- -.I ‘
‘Jackpoting .FIeX|b|I|y .
Exciting Wide area and Market leading game Custom gaming Joupvay.
in-venue Linked Jackpot content from ACE Game Development Kit -
Progressive games Interactive and Aristocrat . SuPPorts 3rd party 932‘? z

-

- - -

'Reliability .Performance .Services ;
Proven 24/7 operation High performance Server Comprehensive services e
‘ architecture . including installation,
. maintenance and ¢

* -
@marketability friManagement 'RGSO |
Centrally managed Centralised management, Extensive and e:

marketing and promotions decision support, adap_tabl |
campaigns monitoring and reporting Ga‘mplng fre

e
- ARISTOCRKT
istocrat, it’s all in the game, TruSer‘\‘/, ACE Interactive and the Aristocrat Iugga e -

Limited. AG1008 it's all in the game™



http://www.aceinteractive.se/

Public Gaming

KENTUCKY

LOTTER

Arch Gleason

President and Chief Executive Officer
Kentucky Lottery
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The World Lottery Association (WLA) is a member-supported organization that endeavors to ad-
vance the interests of State-authorized lotteries. Gaming organizations from over 90 countries and
revenues over $200 billion combine with a vibrant community of commercial partners to promote in-
novation, integrity, and professionalism in the lottery industry. Visit www.World-Lotteries.org to learn
more about the mission, purpose, and agendas of the most impactful association in our industry.
Arch Gleason was elected to a two-year term as president of the WLA in November, 2006, and
re-elected to another two-year term in November of 2008. Alas, all good things come to an end
as Arch turns over the reins to new president Risto Nieminen (CEO Veikkaus of Finland). Now is
the time for Arch to reclaim a normal schedule and return to life as a civilian. Like countless oth-
ers, | have often found myself on the receiving end of Arch’s willingness to help people find their
way in this industry. Thankfully, as President and CEO of the Kentucky Lottery Corporation, we
can hope that Arch will continue to be a big part of our lives!

Paul Jason, Public Gaming: What
WLA accomplishments over the past four years
are you most proud of?

Arch Gleason: I'm probably proudest
of the development and implementation of
the WLA Responsible Gaming Framework.
Conducting our games in a socially-respon-

sible manner is a very important principle to
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me personally, and the commitment of 112
members to the standard — and certifications
of 25 members at levels 2, 3, and 4, with 17
at the highest level — is something in which
[ take great pride.

Other significant achievements the WLA
has accomplished in the past few years I be-
lieve have also made our industry stronger.

The 2006 revision of the WLA Security
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Control Standard and its implementation
was a big accomplishment. Since then, 21
member lotteries have become certified,
bringing the total number of certified mem-
bers to 38 plus three vendor operations, and
we increased the number of accredited cer-

tification service entities from two to eight.
We hosted successful WLA Conventions
in 2006 (Singapore) and 2008 (Rhodes), and
Continued



Capture the future.
Today.

]

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 lcon Digital
leoging 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.



http://www.intralot.com

Arch Gleason Interview ...continued from page 14

World Meets with Regional Associations in
2007 with NASPL (in my home base of Lou-
isville, Kentucky) and 2009 with CIBELAE
in Santiago.

We've improved and increased coop-
eration with the regional associations, par-
ticularly through educational programs/the
WLA Academy, conventions/conferences,
information sharing, and regulatory changes.
The financial stability and equity positions
of the WLA has been greatly improved, and
I feel we’ve improved services to 142 regular
and 60 associate members, including the re-
cent implementation of the first ever Global
Quarterly Lottery Sales Indicator.

I've also been proud with the support and
leadership the executive committee to oversee
the transition from the former long-serving
WLA secretary general to its current Execu-
tive Director Jean Jorgensen, as well as the de-
velopment of the WLA staff and their mission.

It’s been a tremendous amount of work,
but it brings me great joy to reflect back on
what we've accomplished together.

What do you see as the main challenges and
most important objectives for your successor?

A. Gleason: One of the main challenges
facing Risto Nieminen (president and CEO
of Veikkaus Oy in Finland) is the way that
the rules keep changing and the bar keeps
getting moved. We have to adapt the WLA
to be able to work within the ever-changing
legal and regulatory environment. Recently
in several parts of the world there have been
significant changes in the form and structure
of the organizations through which lottery
operations are conducted, and the blurring
of the lines between lotteries and vendors /
suppliers. Our members are seeing increased
competition on a number of fronts, and in
some cases their missions have been greatly
expanded from where they first started. It’s
vital for the WLA to provide added value to
our members in this environment, and that
value has to be over and above the great
work that’s being achieved by the regional
associations. I'm certain that Risto Niemin-
en and the newly elected executive commit-
tee possess the broad vision and creativity to
accomplish that end.

The past four years have been a period of
amagzing change and progress for our industry.
How has your experience with the WLA affect-
ed your view of the industry, and your world-
view in general?

A. Gleason: This world view that you
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reference has been life-changing for me.
Keep in mind I’'m a guy who grew up in a
middle-class family in Cuyahoga Falls, Ohio.
I never could have imagined that I'd some-
day have a job that allowed me to step foot
on all six inhabited continents. I've been
able to experience customs and cultures that
I’d only imagined.

On a professional level, those customs
and cultures I've experienced have definitely
broadened my perspective on the industry.
Sure, there are differences among member
nations — but I've been struck by how many
similarities there are as well. The games may
be different, the platforms may be different,
but at the end of the day there’s the charge
of trying to raise money for worthwhile pro-
grams. Working hard to do good things is
something we all have in common.

Human nature leads us all to perceive our
circumstances as being unique. We tend to fo-
cus more on our differences than our similari-
ties. Am I wrong in thinking that a large part
of the mission of president of WLA would be to
persuade people to focus on finding the common
ground instead of dwelling on our differences?

A. Gleason: You're correct in that a
big part of my job has been to find com-
mon ground. My home lottery in Kentucky
can’t presently sell tickets in some of the
ways they’re sold in the UK, nor can we of-
fer sports betting and other games so popular
around the world. However, no matter where
we’re from or where we call home, we have
to offer our players entertaining games in a
socially-responsible manner that generate
revenue for governments, public benefits and
good causes. That’s something we all share,
and by working together we can find new
and innovative ways to make this happen
and make a positive contribution to society.

Why is it important for lotteries to work to-
gether? How are the interests of the individual
lottery operator served by connecting and col-
laborating with other lotteries?

A. Gleason: I'm a believer in shared ex-
periences and benchmarking. I really feel
there’s a tremendous amount to be gained
from exchanging knowledge and ideas while
learning from the experience of others. Inter-
net gaming for lotteries is a perfect example
of this. While no U.S. lottery is offering In-
ternet sales of games (other than by subscrip-
tion), we can learn a tremendous amount
from the European and Australian lotteries
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about their Internet-based programs. If the
U.S. and individual state governments ever
make a move in this direction — and I feel
that we will in the not too distant future —
we won’t be “creating the wheel.” We’ll have
colleagues around the globe with years of ex-
perience in this arena. This to me is one of
the huge benefits member lotteries receive

through the WLA.

It seems to me that there are powerful incen-
tives for lotteries to collaborate more. The U.S.
with their cross-selling initiative, Canada with
their multi-jurisdictional internet poker network,
being just a couple examples. How important
will it be for lottery operators to find ways to
overcome their differences and forge new and
more creative collaborative ventures in the fu-
ture? Can the WLA and the regional associa-
tions perform a facilitating role in the quest to
overcome obstacles to further collaboration?

A. Gleason: Even if the associations do
not serve as the vehicle through which games
are conducted, the WLA and the regional as-
sociations provide an outstanding forum for
networking, learning, sharing and collabora-
tion. Look at the examples — bloc lotto games
such as Euro Millions and Viking Lotto, the
recent cross-selling effort between Powerball
and Mega Millions and the work being done
on a U.S. premium game, the Canadian Inter-
provincial Lottery’s 6/49 lotto and LottoMax,
the Australian lottery block offering Oz Lotto
and Powerball...these are examples of suc-
cessful collaboration are spread across the
globe. This will be key in our current efforts
to develop a world lottery draw.

Will you miss the travel and always operating
at the center of the lottery universe, be happy to
have your schedule lightened, or a little of both?

A. Gleason: It'll definitely be a little of
both! I'll miss the challenge of a higher level
leadership role, but I'll stay involved with the
WLA’s executive committee. | also look for-
ward to playing a role in the efforts to develop
a world lottery draw. However, my family is
ready for me to be home more often, and I've
seen enough airplane interiors to last me for
a long time. I'm also truly looking forward to
having more time to spend with my excellent
and experienced management team and staff
back home at the Kentucky Lottery.

All in all it’s been an amazing ride, and I'm
incredibly thankful for the opportunity. 4
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Convergence is a big theme in gaming 2.0. The sector of gaming that governments
have focused on for decades and longer is lottery. Now that Governments are step-
ping up to regulate the other sectors of the market, like sports betting, internet gam-
ing, and electronic games, their commercial partners are there to support the integra-
tion of these new gaming products and services. And they’re taking the long view,
helping the lottery operator get positioned to serve a customer base that is changing,
with player profiles that used to be segmented now starting to blend together as all
different kinds of games become available. These market segments are “converging”
as the customer behavior becomes more dynamic, the player being more willing to
try new games but also quicker to exit games that no longer excite them.

To talk with me, Constantinos Anto-
nopoulos took some time out from his
schedule that includes a most exciting
event. He ran in the Athens Classic Mara-
thon the last weekend of October, just like
he has many times before. What makes this
a most special event is that it is the 2,500
anniversary of the first Olympic event, the
marathon. Converting these underground
gaming economies into regulated and taxed
economies is high on everyone’s agenda,
and more akin to running a marathon than
a sprint!

Public Gaming International ® November 2010

Constantinos Antonopoulos: We
have been awarded a license by the French
Online Gaming Regulator, ARJEL, to op-
erate online sports betting. We will submit
subsequent requests to the ARJEL for on-
line Horse Betting and Poker licenses, in
order to supply the full range of gaming
products to the French market. Actually,
we are going to follow a strategy similar
to the one we have followed in the Ital-
ian market, covering both B2B and B2C
solutions, offering products and services
to consumers and also business solutions
to operators. We are confident that due to
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Constantinos
Antonopoulos

Chief Executive Officer
INTRALOT SA

our excellent solutions both in sports bet-
ting and racing we have the best solutions
in the market. Likewise in Poker, where we
have incorporated the assets of CyberArts.

C. Antonopoulos: Our entry in the
French market has a mid-long term per-
spective. The regulatory framework in this
first phase of the market opening has cre-
ated competitive imbalances that favor
established operators. We are carefully
monitoring these imbalances together with
the issue of taxation in the market. How-
ever, it is these very results that will lead
the Government to reexamine their goals
and set a new path for the achievement of
a fair and balanced regulatory framework.
That will result in a more dynamic market
place. And that will be good for the indus-
try in France and also for the beneficiaries
of taxes collected on a healthy industry.
Some of the biggest players of the indus-
try are presently left out of the market and
[ am confident that the Government will
reconsider the whole procedure in order to
attract them.

C. Antonopoulos: In Italy, the original
model for the opening included the retail
and the online markets. The combination
of these two, together with a favorable tax
regime, has led to the a healthy develop-
ment of the market. There does not appear
to exist an illegal Internet market in Italy.
Enforcement of regulatory laws do seem to
be working to prevent offshore, unlicensed
operators from doing business in Irtaly.

...continued on page 32
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In spite of the economic slowdown, the distributed gaming envi-
ronment has been growing. The consensus seems to be that there
will always be a market for “destination casino-resorts”. But govern-
ments looking to turn gray market gaming into regulated and taxed
economies, and raise money for public service causes, are imple-
menting a model which brings gaming out to where the customer
lives. “Distributing” the games out to a large number of locations
spread over a large geography is opening up entirely new markets.
The player benefits from the convenience of being able to play in an
honest, safe and secure environment. The general public benefits for
having its government regulate and tax this economic activity. How
is serving this market different than large venue casinos? Indeed,
how has distributed gaming become the catalyst for opening up a
host of new technologies and processes that will benefit everyone?

Victor Duarte
President & Chief Executive Officer, Spielo
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Victor Duarte: [ don’t know if those
classical supply-demand, life-cycle dynam-
ics will play out in this case. What you de-
scribe is driven by markets and economics.
While there is certainly a powerful compo-
nent of traditional market economics that
shapes our industry, there are many other
factors that influence the way the gaming
industry evolves. Gaming and gambling
are highly regulated industries, and these
regulations have a big impact on how it
evolves. For instance, the reason the dis-
tributed model is expanding at this point in
time is not because player demand sudden-
ly increased, right? It’s because the shapers
of public policy are in some cases deciding
that this is the right time to implement this
model. Likewise, it is probably a mistake
to think that the destination-resort, large
venue model will be displaced by the dis-
tributed model. First, the resort model does
deliver a different set of customer benefits
and so there will continue to be a demand
for that in addition to the local venues of
the distributed model. Second, public pol-
icy may favor large-venue resorts in some
cases, perhaps in many cases. For those two
reasons, | don’t think you'll see a displace-
ment of resort-destinations by the distrib-
uted venue model. They're two different
products, serving two different markets and
two different public policy objectives, and
they’ll co-exist.

...continued on page 36
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Michael Koch

Chief Executive Officer, ACE Interactive

Governments all around the globe are exploring ways to expand into all sectors of the
gaming industry. All different kinds of public policy questions need to be addressed as
part of the process of expansion. There is much discussion about “distributed venues”
versus destination resort casinos. And how to strike the best balance between revenue
generation, economic development and social responsibility.

Italy has undergone the most massive transformation of a gaming market in history.
Not only is it grand in scope, it’s also progressive in its attempt to formulate a regu-
latory policy that effectively accomplishes a broad set of public policy objectives.
Their commercial partners who are responsible for the record-time build-out of this
market have a special insight into how public and regulatory policy may finally be
catching up to technology and the markets. That is why all eyes are on the unprec-
edented implementation of 56,000 VLTs throughout Italy.

Paul Jason, Public Gaming: Michael,
can you briefly summarize what is happening in
Ttaly, how you approached this market and what
it means for ACE?

Michael Koch: Currently the Italian gam-
ing machine market is covered by approxi-
mately 350,000 AWP (amusement with prize)
machines with low stakes and low maximum
wins. These kinds of machines are regulated
under the so-called ‘comma 6A’ legislation.

The VLT bill passed in July of 2009 and
suppliers and concessionaires began to apply
for VLT certifications just a few months later.
There were initially around 20 suppliers from
all around the globe that applied to have their
VLT systems certified under this newly formed
regulation. After a rigorous certification pro-
cess, only four were able to get this certifica-
tion. ACE/Aristocrat is pleased and honored
to be one of those four and to be given the
advantage of being among the first to market.

We are currently in the process of installing
initially 2,000 iVTs (interactive Video Termi-
nals) over the next few months. We are partner-
ing with Italian service provider COGETECH
to ensure that performance and reliability at all
locations throughout Italy are optimized. Bost-
jan Torkar, a high-caliber casino executive, has
been appointed to the newly created post of Ac-
count Manager Italy, effective October 1.

Please explain what is meant by ‘distributed
venues’ and the different basic models for meeting
the customer demand for gaming and wagering.
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M. Koch: This is the VLT model in which
there are many different gaming venues, each
having a limited number of machines. For in-
stance, it could be bars and taverns located over
a very large geography, each with just five or 10
machines. All these machines are connected to
a central server that controls all aspects of game
implementation and operation. It can be likened
to the traditional online lottery systems where
many retailer terminals throughout the jurisdic-
tion are connected to one central data center.
Of course, processing lottery transactions is not
as complex as controlling a gaming machine, but
the logistical and networking model is similar.
This is opposed to a ‘venue-based’ model that has
large casinos, like in Las Vegas and will also be
in Maryland. You have many options for how to
manage the various business functions like data
collection, jackpot calculation, monitoring, play-
er loyalty programs and accounting in the venue-
based model. The logistical challenges are much
different when the machines are spread out over
a large geography as in the distributed model.

Is the distributed model likely to be the wave of
the future?

M. Koch: That depends on the public
policy objectives of the legislation. It would
appear that at this stage in the evolution of
the European gaming market, the ‘distributed
models’ have a lot going for them. There will,
for instance, be 56,000 VLTs installed in thou-
sands of locations throughout Italy, each one
having less than 15 VLTs, although there are
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exceptions that allow for some larger size ven-
ues as well. It’s really the best of both worlds.
You have a limited number of mini-casinos
that have larger minimums and larger jackpots
(up to € 500,000) and a wider variety of games.
And you have the distributed model which
brings gaming much closer to the consumer
no matter where they live, albeit in a slightly
tuned down fashion.

To what extent is the distributed model going
to eventually displace the destination casino resort
model? Will the market expand so that both models
will co-exist to grow and prosper?

M. Koch: We don’t really believe these
models are mutually exclusive. Making the
games more accessible to the consumer is an ob-
vious next step in the development of the mar-
ket. By bringing the games closer to the play-
ers no matter where they live, the distributed
gaming model is meeting a need and will clearly
thrive. But destination resorts meet a different
need, and deliver a whole different kind of value
to the consumer. Even if the distributed model
were to provide the same player experience as
do the large casinos, you still have a completely
different overall vacation lifestyle and enter-
tainment experience at the destination resorts
that will not likely ever be quite replicated in
the local venues. In the short-term, there’s obvi-
ously more growth potential in the distributed
model because it has not been built out yet. But
you'll always have the destination casino resort
customer, so in the long-term the two models



will co-exist and succeed.

What about the younger economies of Eastern
Europe? Are they more likely to adopt the distrib-
uted model?

M. Koch: You certainly have a point here.
Just look at the markets east of Italy. The casinos
in Slovenia that bordered Italy have derived a
lot of their revenues from Italians coming across
the border to play. Those revenues will almost
certainly be negatively impacted by the roll-out
of VLTs in Italy. I don’t have any special insight
into what the Slovenian government is planning,
but I would think they are exploring the option
of a distributed model which makes gaming more
available to a larger portion of their own market
in Slovenia. That would seem to be one way to
make up for the revenue dip likely to occur at the
border casinos. I think a similar evolutionary dy-
namic will occur elsewhere. Jurisdictions whose
residents are going across the border and support-
ing casinos in other countries will decide to take
action to capture the revenues for the benefit of
their own people. Instead of the capital intensive
and riskier proposition of a large casino, they
could go with the lower cost and broader reach of
the distributed model. And when revenues dip at
some of the large casinos, do you think they’ll try
to make up those shortfalls by building even more
destination resort casinos? I think they’ll be more
likely to augment the existing large casinos with
a distributed model that would result in bringing
in new players and expanding the market. We'll
see what happens.

Many markets have a large population of ille-
gal “gray” machines. Isn'’t the ‘distributed model’
the obvious way to convert that into a taxable and
regulated market.

M. Koch: The distributed model does have
the benefits of converting an underground
economy into a taxable revenue base. The
government regulated model would also have
more integrity and security for the players.
While that is true, it is not so much a ques-
tion of ‘distributed model’ or ‘destination-
based venues’. It is more a question of how the
regulations are implemented and, even more
importantly, how they’re enforced. There are
significant differences in approach. Oregon, for
instance, is a well established VLT market and
yet you would have a hard time finding gray
machines there. That’s because the police work
very closely with the lottery to ensure that no
gray machines exist. A zero tolerance policy is
in place and being enforced. In Sweden on the
other hand, a VLT market also works under a
‘distributed model’ with a size of about 7,500
VLTs. There are regulations that prohibit “gray
machines” in Sweden just as there are in Or-

egon. But those regulations are not enforced
as aggressively in Sweden, so you have a gray
market of electronic games there. The differ-
ence isn’t in the regulatory framework. It’s in
the mechanisms to enforce the regulations.

In Italy, the newly enforced VLT legislation,
called ‘comma 6b’, will effectively minimize
the gray market machines. Gaming machines
are all required to be connected to a central
server. [t is relatively easy to inspect and iden-
tify those that aren’t connected. The Italian
regulator and tax police have asserted that the
rules will be enforced, the illegal machines shut
down, and violators will incur heavy penalties.

Houw is the development of the Italian VLT mar-
ket different than other markets?

M. Koch: The Italian approach is certainly
different from any other market. Among other
things, the government set out to create a reg-
ulatory framework that ensures that taxes are
collected. And just as importantly, they pro-
vide the tools and mechanisms for law enforce-
ment to go after any form of tax fraud and tax
evasion. From the very beginning, there was
a will on the part of the Italian Government
to create a comprehensive system that works
on all levels: eliminate gray market machines,
implement responsible gaming tools for the
protection of the player, enforce the collection
of taxes, block unlicensed offshore operators
from doing business in Italy, and most impor-
tantly, generate revenues to fund disaster relief
and other public service causes.

Additionally, the Italian model called for all of
this to be implemented in record time. It was an
ambitious agenda for everyone. ACE Interactive,
along with a small number of other elite com-
mercial suppliers, are proud to play a role in this
exciting project. The efforts are just beginning
to show results, and it is apparent that there is
much to recommend about the Italian approach
to implementing a large scale project of this type.

From a supplier’s point of view, there is a dif-
ference between the multiple licensee model
and the monopolistic model. In both, the key
performance indicators remain the same: deliver
the best games at the most cost-effective price,
create a truly entertaining experience for players
on a platform that performs reliably and meets
the needs of all constituents, and does all that
in a responsible manner to minimize social costs
and problem gambling. The major difference
between those models, though, is that time-to-
market is typically accelerated in the multiple
licensee model.

With inter-operability and the ability to imple-
ment all games over all cabinets, how relevant is the
cabinet to the success of the overall VLT program?

o

M. Koch: We believe we are just about to
enter a paradigm shift. The point you raise is
a good one, but we're not quite there yet. It’s
mostly a matter of player education. As the play-
ers come to understand the full meaning of true
server-based gaming, they will learn to demand
the games that are most appealing to them. At
that point, the commercial suppliers will evolve
to deliver the games the player wants, regardless
of whether the game content was built in-house
or provided by a third party. That’s the promise of
“open source — open systems.” Of course, it will
continue to be the goal of the terminal manu-
facturer to produce the games that appeal most
to the players. But if the hottest games happen
to be produced by someone else, the player will
demand it and the operators will want to meet
that demand, so their commercial partners will
have to provide it. That will be the next most
important paradigm shift — when the player ac-
tually takes control and determines the games
they want to play. At that point, the provision of
game content will be separated from the business
of terminal, hardware, and network support. The
player can play any game, at any time, and on
any cabinet. That is the promise of open systems
and true server-based gaming. But we are not
there yet and we should not believe that this edu-
cational process can be accomplished overnight.

Earlier, you talked about there being a limited
number of “mini-casinos.” Is TruServ, your VLT
product, installed in those mini-casinos as well as
the small venue served in the distributed market? Is
TruServ a casino product for the VLT sector or a
VLT product from a casino company? Or has this
become an irrelevant distinction?

M. Koch: TruServ is deployed in Italy as a
distributed market true server-based gaming so-
lution. ACE Interactive is, however, a wholly
owned subsidiary of Aristocrat. So our cabinets
are designed to meet the needs of both the large
casinos and the small venues in the route markets.

What exactly does ACE Interactive do that’s
different from Aristocrat? Why have two brands?

M. Koch: The reason we have two differ-
ent brands is that we’ve each developed world-
class competencies in two different areas of the
business. TruServ™ is the server-based gaming
platform developed by ACE Interactive. This
is the central server, networking and infra-
structure that enables all the game mathemat-
ics, including the random number generator, to
be controlled by the central server. The gaming
terminal itself (in our case Aristocrat’s proven
VIRIDIAN™ cabinet) only carries sound and

graphics. In the sense that there are no other

...continued on page 28
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Technology and markets continue to evolve faster than governments and regulators can keep pace. The good news is that
governments are less conflicted about whether to regulate gaming. It has become clear to everyone everywhere that the
public is going to gamble whether it’'s properly regulated or not, so you may as well regulate and tax it. As governments take a
more progressive approach towards the business of gaming, operators need to be ready to move quickly. Witness the action
in Italy and lllinois. Fortunately, their commercial partners are ready with a wealth of new technology that will both comply with
the highest regulatory standards and appeal to the next gen’ gamer.

Gavin Isaacs

Chief Operating Officer
Bally Technologies

Public Gaming International ® November 2010

Paul Jason, Public Gaming: What
kinds of innowative products or ideas will you
be presenting at G2E?

Gavin Isaacs: From the game side of
the business, our Velocity product was de-
signed specifically with Illinois in mind and
is also ready for our other video-gaming
markets. The feedback on this product has
been so good that we are going to release it
as a Class 3 product. It’s a multi-game plat-
form available in the very successful V32
cabinet as well as in our new Pro V22/22
platform. The younger player wants quick
and easy access to a bigger variety of games.
The industry has been able to deliver that
variety of games in one terminal, but not in
a way that is easy for the player to interact
with and use. That’s what makes Velocity
special. It employs a player-user-interface
(PUI) that makes it easy for the player to
understand, see the different games, and
switch games. Creating a player-friendly,
easy-to-use interface that stimulates and
appeals to the multi-tasking next gen’ gam-
er is one of the industry’s challenge.

Another challenge is delivering con-
tent to remote, small-venue locations.
Instead of hundreds or even thousands
of terminals residing under one roof, you
have hundreds of different facilities spread
over a large geographic area, each having
a small number of units, sometimes less
than five terminals. The communications
networks in this kind of distributed model
must provide central server control of all
management and reporting functions as
well as, in some instances, the game con-
tent. Bally’s MultiConnect™ system solu-
tion has proven to meet the special needs
of this kind of distributed network. It
runs across most of the routes in the UK,
and is now part of our Italy offering. Ad-
ditionally, Bally Command Center™ has
been optimized to handle game-content
management over a wide area/distributed
network environment. Bally has done a

>

lot of development work on building reli-
able communications technology for this
distributed gaming environment. We hope
to bring it to more markets, including the
VLT markets in Canada.

Also at the top of our agenda is inter-
active design and technology. The players
enjoy a much higher level of interaction
with the gaming machines. It can be some-
thing simple, like U-Spin, which involves
touching the screen on a touch-screen to
replicate spinning of the wheel. The future
will see even more creative design con-
cepts enabling the player to enjoy a high
level of interaction and engagement with
the games and with others who are playing
multi-player games

And then there’s the iDeck™. The con-
ventional way for the player to play games
has been by pressing buttons mounted on
the front of the machine. These button
panels have limited the development of
successful games, especially when it comes
to central-determination games in the
multi-game cabinet. The iDeck eliminates
those button panels and has moved those
game-related functions to a touch-screen
display device, similar in design to the
Apple iPad™. This is not only a technologi-
cally superior way to deliver downloading
ability and flexibility to access different
game options, it also is in sync with the user
interfaces that the next gen’ gamer is most
familiar with. Bigger and better graphics,
faster and easier downloads, game-changing
capability, and a user-friendly touch-screen
interface are the benefits we're trying to
deliver, and the iDeck is a key component
to accomplishing that.

Did you say that Velocity was developed as
a video-gaming solution for the government
market in Illinois, but that it appealed to your
Class 3 customers as well? That’s a switch, isn’t
it — 've always thought of government market
terminals as being a little less stimulating for the
player than Class 3 gaming machines.



G. Isaacs: Velocity is special in that
sense. Our Class 3 customers saw the way it
displays the multi-game options and wanted
it for their own casino venues. So instead
of adding on constraints to max wins, speed
of play, and other attributes that sometimes
need to be changed to turn a Class 3 ma-
chine into a VLT, we need to modify the
Velocity in the other direction to make it
Class 3 ready. You're right, that is a bit of a
switch and is a reflection of the appeal of the
Velocity PUI and multi-game capabilities.

My personal frustration with multi-
games has always been that 95% of the play
is in one denomination, and 85% of that’s
on one game. What'’s the point of putting
20 games on a multi-game cabinet when
all that’s actually played is two or three of
those games? Designing a game for the dis-
tributed environment required us to reduce
the volume of content to stay within band-
width capabilities. Of course, we wanted to
still deliver the same level of enjoyment to
the player. So we clarified what really mat-
tered in the multi-game format. We found
that the vast majority of the content was
not really being used by the player. It’s re-
ally about quality over quantity, delivering
just the right content instead of delivering
a big portfolio of stuff that doesn’t excite
the players. The casino facilities have the
central server resident in the same building
and so are not constrained by bandwidth
limitations. Even so, they see the appeal
of a game that focuses in on only the most
popular game content. It’s funny how the
solution to one set of obstacles, in this case
overcoming bandwidth limitations, pro-
duces a result that delivers ancillary ben-
efits that may actually be even more com-
pelling than the original product concept.

All the games for Velocity, including poker,
are ‘central-determinant,” correct? The out-
come is predetermined and the play itself tech-
nically has no bearing on the outcome.

G. Isaacs: In the Illinois market, it is
actually an outcome that is determined
within the game itself. The beauty of the
Velocity platform for central-determinant
markets is that you have the flexibility
to deliver a game outcome from a server.
Ultimately, you want to make the poker-
playing experience look and feel like poker
regardless of the outcome determination.
But the reality is that the outcome is prede-
termined. Often due to regulatory require-
ments, we're required to modify the games
to make them a little less stimulating to
the player, which is fine. These are public

policy and regulatory issues, and our job is
to implement according to their rules and
agendas, and we're pleased to do that.

What exactly is meant by “systems?” There
are the games, and there are the communica-
tions networks that connect the games to the
central server, etc. So what exactly is meant
by “systems business”?

G. Isaacs: Good question, because we
believe systems and games are converging
and the distinction is becoming blurred.
The phrase ‘systems business’ has tradition-
ally referred to the accounting, marketing,
reporting, auditing, and player-tracking
functions. Recent innovations in player
displays and bonusing functions have been
integrated into the systems side of the busi-
ness. And now, as you'll see at G2E, Bally is
moving all kinds of different downloading
capabilities utilizing our Bally Command
Center™.
tinuing to look for ways to add more and
more functionality to business systems.

As we move forward, we’re con-

The term ‘player-centric’ is a bit of a cli-
ché, but in this context it means that the
integration of additional functionality into
the systems side of the business is driven by
the goals of enhancing the overall player
experience and optimizing the ROI of the
machine footprint and casino floor, as op-
posed to satisfying the need for internal re-
ports and accounting and marketing data.
This integration is being further driven
by the need to create great game content
for the central-determinant model. The
technologies to centrally determine the
result and send it to the terminal is essen-
tially a business systems function. And yet
it’s also an intrinsic part of the game itself.
[ feel that what makes Bally a leader in
the systems business is we truly believe in
this process of integration. We’re not just
adding on functionality as required by the
market or the regulator. We see the need to
solve systems challenges as an opportunity
to enhance performance across all areas of
the business. Essentially, we spend a huge
amount on R&D to magnify the benefits
of all change and innovation, large and
small. Central to everything is our convic-
tion that bandwidth will increase and more
and more operators will adopt high-speed
Ethernet technology. This will accelerate
the move to a systems-driven business that
enables far more content to be delivered
in the more secure confines of a central
command center. The implications of this
migration off of the cabinet and to a sys-
tems-driven business are enormous. This is
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a very important part of Bally’s philosophy
and why we invest so heavily in it.

So, the solution to a particular problem can
yield benefits that go far beyond the original
objective. And you try to institutionalize that
insight to systemically magnify the impact of
all your efforts. You would analyze every R &
D project to see if there couldn’t be a broader
application for whatever you develop. For in-
stance, the directive to deliver responsible gam-
ing messages or even develop a more interac-
tive responsible gaming tool to the player might
be the impetus to build a robust and interactive
customer relations management system that
can be leveraged for all kinds of purposes. R
& D that might otherwise be thought of as a
cost center that delivers no revenue enhancing
value can be turned into a profit center.

G. Isaacs: That’s it exactly. For in-
stance, we developed Bally Business Intel-
ligence™ years ago as a tool to leverage the
data that was being collected to serve the
needs of auditors and our own internal-
reporting requirements. We started to look
at how that data could be used to provide
insight into player behavior and operation-
al dynamics that could, in turn, help the
operator improve their business. Nobody
asked us to do that. We just saw the op-
portunity to turn that cost center, as you
put it, into a profit center for the operator.
Bally Business Intelligence™ then became
used for marketing and optimizing casino-
floor performance. Now it has expanded
beyond that to apply to what is becoming
a new field of “knowledge management.”
The business of collecting the data, and
then organizing it so that it can be used and
applied to the solving of real-world prob-
lems, is a massive challenge. Business In-
telligenceBally Business Intelligence™ now
has an over arching goal of doing just that,
using data-mining to inform every aspect of
the business.

The regulatory requirement to provide
reliable accounting information was the
seed that turned into the industry-chang-
ing trend towards integration of games and
systems. The example of needing to fulfill
a regulatory requirement to deliver better
responsible gaming tools and using that as
a catalyst to upgrade the entire portfolio of
CRM capabilities is also a good example of
viewing the business holistically.

Why couldn’t or shouldn’t the government
look at the gaming business in the same way?
The fact that they are not saddled with legacy

...continued on page 33
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Building Public and
Player Trust

The Challenges of
Corporate Social Responsibility

By Matt Mansfield, GTECH Professional Services

As lottery operators and vendors, we are acutely aware of our re-
sponsibility to establish and maintain the trust of lottery players and
the general public. In fact, building trust is more than a responsibil-
ity; it is the hallmark of lottery as a brand. Players must be able to
count on the assurance that everyone has a fair and equal chance to
win each time they play. We all strive to earn and embody this trust
every day, with every one of our actions.

One way we build trust is by managing the delicate balance between
delivering the ideal gaming experience for the player and simultaneous-
ly protecting them from fraud, breach of privacy, and inappropriate play.

Fortunately, these goals are not mutually exclusive. Both depend
upon building a close relationship with the customer (i.e. the play-
er), a simple function of any Customer Relationship Management
(CRM) program. It is that operator-player relationship that both
engages the player’s interest in the games and enables the opera-
tor to implement the newest responsible gaming tools. Instead of
compartmentalizing these different objectives, let’s think of them
as the holistic result of a dynamic and healthy interaction between
operators and consumers.

Increasing the focus on technologies that move the lottery industry
toward enhanced player-facing responsible gaming programs provides a
two-sided advantage:

e First, player protection is ensured at each point of contact.

e Second, valuable data received through responsible gaming programs
provides a more precise understanding of player behavior.

Lottery leaders have long known that gathering such data allows lot-
teries to better understand player behavior and tailor communication
and promotional offers to individual player preferences. However, the
motivation for securing consumer information has often come primarily
from the lottery’s obligation to protect players’ rights.

It is time to broaden our perspective on the outputs of a reputable
responsible gaming program. Certainly, first and foremost, we strive
to assure the public that lottery programs and technologies identify
points of problem gaming, offer solutions, and ultimately, diminish
the negative societal impacts of problem gaming. Simultaneously
though, information received by player contact programs provides
valuable consumer feedback used to improve the gaming experience.
We are committed to “responsibly driving global gaming” as we ad-
here to the principles of responsible gaming while leveraging knowl-
edge gained through player interaction.

It is in the best interest of every lottery operator to evolve the para-
digm to consider social responsibility initiatives as a business oppor-
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tunity rather than largely an obligation. By better leveraging the in-
teraction between players and lottery providers at responsible gaming
access points, we meet the challenges of corporate social responsibility
while gaining the information needed to position lottery as an appeal-
ing product in an increasingly consumer-controlled economy.

Ensuring Responsible Gaming

As with many businesses, accountability and transparency of the
government-sponsored lottery starts with its products or games, de-
termination of winning results, and payment of prizes and marketing
practices, including those ensuring that players and prospects have
enough information to make informed choices. How these programs
are executed can go a long way toward demonstrating the integrity
with which a lottery is managed, and hence, trusted.

The results of a Corporate Social Responsibility (CSR) program
are directly dependent on the tools supplied by an invested tech-
nology solution provider. CSR encompasses a number of important
issues but can be broken down into two major areas: Responsible
Gaming and Consumer Protection.

What Are Responsible Gaming & Consumer Protection?

Responsible Gaming — is concerned with ensuring that appropriate
individuals are playing (i.e., age and location), and that individuals play
within their means.

Consumer Protection — ensures that players are treated in an ethical

Corporate Social Responsibility

Responsible Gaming Player Protection

Age Geo
Verification  Filtering

Detection Self
Monitoring Validation

Wagering
Limits

Best Practices

Solutions

o4



manner and have a positive playing experience.

The Corporate Social Responsibility graphic shown at left depicts
the key components of CSR. In terms of addressing and solving the
market needs of these components, there are two primary approach-
es: Best Practices and Solutions.

What are Best Practices & Solutions?

Best Practices — these are operational or procedural activities
that can usually be implemented without much investment and in
a rapid manner.

Solutions — these are technical solutions (hardware and/or software)
that will usually require varying levels of investment and implementa-
tion timing.

Adopting Best Practices

As an industry, we have benefited from collective efforts to estab-
lish guidelines for responsible gaming, including the World Lottery
Association’s adoption of the seven Responsible Gaming Principles.

WLAs certification levels for compliance with the WLA Respon-
sible Gaming Framework provide a benchmark against which all par-
ties in the industry may measure themselves. Lottomatica has reached
Level 4 Certification, as have 13 GTECH customers. In addition,
Lottomatica is certified as compliant with standards set by the Eu-
ropean Lotteries Association. Such certification programs provide a
roadmap of best practices to guide lotteries and vendors toward the
ultimate goal of developing and sustaining reputable responsible gam-
ing programs.(See the Responsible Gaming Best Practices chart below for
examples of Best Practices)

With the obligation to implement responsible gaming best prac-
tices met, lottery operators are now in the exciting position of being
able to select technologies that expand the outputs of RG programs
from simply “obligation met” to “opportunity realized.”

In developing a system of player protection, you simultaneously
develop the opportunity to establish a more meaningful connection
with your players. By calling for technology solutions that advance
responsible gaming programs, we meet responsible gaming objec-
tives while advancing the industry.

Improving the Play Experience through
Responsible Gaming Solutions

The lottery database of players is a building block for both player pro-
tection activities and player game activities. As an operator, we under-
stand the urgent need to increase the relevance of the lottery brand for
a broad base of consumers, and we believe that we can build relevance
by selling games and also providing the kind of protection that players,
society, and governments demand. Our programs and solutions aim to
enhance rewards and entertainment value for players while maximizing
player protection.

Building players’ trust in the lottery and its products continues to
be an essential element in winning their loyalty and promoting their
attachment to the brand. Activities and innovations that foster this
trust are part of an effort to promote customers’ willingness to trans-
act with us, both by buying and by communicating.

To that end, we have spent the last two years bringing to market
products that protect players and promote responsible gaming. We in-
vested considerable resources to focus groups and quantitative game
studies, as well as pilot projects that examined ways to improve the
gaming experience in a socially responsible way. Since fielding our first
Worldwide Research for Innovation focus groups, we have completed
the development of several solutions that improve the quality of play
encounters. The descriptions below provide some of the product results
of that research.

Ticket Checkers — There has been a substantial growth in the adop-
tion of Ticket Checkers by Lotteries, Retailers and Players. It used to
be that ticket checkers would comprise a percentage of retail locations
(usually social environments), but in the last couple years, there has
been a 1-to-1 relationship between retail locations and ticket checkers
— primarily because of social responsibility/fair play programs. The self-
validation system, Ticket-Scan™, is an example of a product associated
with this trend. Ticket-Scan enables players to check their winnings
without the retailer’s assistance, thus avoiding any risk of fraud.

Digital Signage — The proliferation of digital signage at retailer POS
and specifically lottery POS has afforded another opportunity to provide
player protection as they place transactions with a retailer. By displaying
a real-time transaction display on the digital display right in front of the

Responsible Gaming Best Practices

Placement of Self-Service Machines

« Indirect line with express checkout
lanes at large retailers

« Never placed near childrens’ video
games, toys, or rides

«+ Placed in high-traffic area of store

Proactive Prevention Programs
« Indirect line of sight to the retailer + Educate and train store personnel on
state/country laws prohibiting the

purchase of lottery tickets by minors

« Remote shutdown of self-service terminals

Age Verification Software Built

into all Lottery Terminals
« Terminal application download to all
lottery retailers

» Periodic“sting operations” with local - Self-service terminals enabled to recognize
authorities, e.g., New York'’s “Project 18+"

player identification cards (with magnetic
stripe, barcode, or smartcards)

.

Never placed in a cluttered area

Consumer Alerts

Printed on lottery tickets

Scrolling on LED displays multiple times
per day, e.g., “Must be 18 years or older
to play”

Bright warning stickers on
self-service machines

Advertising at each point of sale

Allows retailer to turn machine off if
underage patrons attempt to purchase
tickets with either a retailer-controlled
Radio Frequency (RF) key-fob device or
a remote control shutdown from the
online terminal screen

Field proven in both New York
and Pennsylvania

Player Registration Programs

Player signs up one time and receives a
magnetic or barcode player loyalty card

Card will verify player age

Card can be read at any lottery retail shop
from the lottery self-service device
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player, we afford another aspect of player protection and responsible
gaming. We also leverage digital signage to provide player education
with respect to problem gaming and where to seek assistance.

Cash/Coin Back/Voucher Back — As noted earlier, the use of a play-
er card with its centralized repository of value will greatly improve the
ability of players to play only the specific amounts they want to play.

Signature Capture — Another new player-centric advance is the
capability to capture an individual’s signature on a playslip and digi-
tally reproduce it on the ticket associated with that playslip. This can
provide additional player protection, since the ticket has their unique
signature already imprinted.

Point-of-Access Products — As governments adopt PDF 417 bar-
codes, capable of storing dense data such as ages and addresses, as a
standard feature on driver’s licenses and other forms of identification,
we have re-engineered our point-of-access products to read these bar-
codes. This equipment can now provide lotteries and their retailers
the capability to scan a player’s driver’s license for each transaction —
especially important for self-service devices and reducing the need for

Each of these solutions, which were developed using insights from
consumer research, can help lotteries build a stronger foundation of
trust with our players, as we move toward greater and more direct in-
teraction with them.

The complicated relationship between operator management of reputa-
ble responsible gaming programs and preservation of player rights and best
interests has experienced a slow evolution to true connectivity at many new
access points. Deeper interactions with many of our players will succeed in
reinforcing their perception of lottery integrity. We must demonstrate our
effort to earn their trust by protecting them from fraud; responding to their
inquiries; cultivating attentive, service-oriented retailers; and helping them
enjoy their play experience. As we strengthen these levels of the operator/
player relationship, we demonstrate our value to the player and our values as
an industry even as we consider altering lottery business models.

Lotteries and the constituents they serve win when the public has
complete trust in the integrity of responsible gaming programs, players
become comfortable with a stronger personal connection to a lottery
that protects their rights, and vendors provide tools that help lotteries

staff surveillance.

generate public revenues while building public trust. 4

Michael Koch Interview ..continued from page 23

functions performed at the cabinet itself, it’s
all done by the central server, TruServ"”, the
only ‘true’ server-based gaming platform in
operation in Italy. That's an ACE product.
Aristocrat, of course, is one of the top video
games providers to state authorized casinos in
the world. The end result is best-in-class Aris-
tocrat games on ACE’s market proven server-
based gaming platform called TruServ™.

Games can be made available at the cabinet
level with the click of a button at the central
server location. Hardware changes at the iVT
are not required. For example, if the specifica-
tion of a EURO bill is changed, we just down-
load the necessary firmware into the iVT. This
one-step process lowers operating costs and
simultaneously provides maximum security
against fraud. Unplugging the machine from
the central server renders the machine inoper-
able. You cannot play, it’s as simple as that.

In addition, we provide two different kinds
of jackpots which are ideal for our true server-
based gaming platform. Not only will CO-
GETECH players benefit from a four level
mystery jackpot, soon they will also be able to
play Aristocrat’s ‘50 Dragons’ game — a jackpot
dedicated game which will cater for a fixed top
prize, called the ‘The Millioni$er™, that can
be won from day one of operation. There is no
need to wait for the jackpot to grow organically.

TruServ™ has been in operation in Norway
for more than two years where the operator,
Norsk Tipping, has enjoyed very high levels
of availability. This is one of the reasons CO-
GETECH chose Aristocrat and ACE to be-

come its prime flagship partners.
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Historically, the record shows that people below
a certain age are easily prevented from playing in
a casino. What are some of the different venue
options and age-restriction mechanisms used in a
distributed model? Bars and taverns would seem
an obvious option. What are some others?

M. Koch: This is an important issue. One
of the most carefully considered questions is:
Where do you put the gaming machines to en-
sure that no under-age gaming takes place and
how do you enforce it? Many jurisdictions chose
to resolve this matter by proper retail selection
where it is a given that no minors will access
the gaming machines, like bars, pubs or purpose
built gaming locations. However, the other ap-
proach is to resolve this by using technology.
Here one needs to be very careful not to create
a patchwork solution. It’s vital to create and im-
plement a holistic approach, otherwise you dig
yourself one hole after the other. Such a holistic
approach has been chosen and implemented
quite successfully in Norway where game play
is 100% ‘carded’. That means that only Norsk
Tipping player card holders, by definition above
legal age, are permitted to access the gaming
machines. This way the question of locations
and local supervision becomes irrelevant.

What is the difference between an interactive
video terminal (iVT) and a wvideo lottery termi-
nal (VLT)?

M. Koch: AniVTisa VLT buta VLT is not
automatically an iVT. A VLT comes in many
different flavors:

A standalone gaming machine, also referred
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to as EGM (Electronic Gaming Machine), has
the game logic, sound and graphics residing on
the EGM itself.

Related to that model is the EGM that is
connected to the central server for certain
monitoring and accounting purposes. The
cabinet is connected to a central server so that
some data is shared. But, game logic, sound and
graphics still reside on the EGM itself. A varia-
tion on that model is a fully online connected
EGM which operates under full control from
a central system with downloading capability.
Game logic, sound and graphics still reside on
the EGM itself, however the central system has
major control capabilities including game en-
abling, switching of games, etc.

An iVT is also called a “thin” terminal, in
which all game logic remains on the central
system, not on the terminal. Game sounds and
graphics reside on the iVT cabinet, but that’s it.
The iVT is fully dependant on the availability of
a central system. Without that connection, the
iVT won’t work. We also refer to this structure as
true server-based gaming because all game func-
tionality and control has been moved from the
cabinet to the remote central server. Hence the
reason why we have chose TruServ™ to be the
name of our server-based gaming solution.

How about ways that gaming terminals,
EGM’s and VLT’s, might be integrated with
Internet gaming platforms, enabling players to
access their favorite games and social gaming net-
works via both channels?

...continued on page 31
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Rewards Programs:
Positioning Lottery

eb Sites for Prolonged
Player Engagement

By Jennifer Kimble, Sales & Marketing Communications Manager, Scientific Games Corporation

A far cry from their 1950s American foothold consisting of green
stamps and a supermarket chain, rewards programs or loyalty clubs
have evolved and popped up everywhere. The theory behind re-
wards programs spans oceans, generations and knows no industrial
borders. A consumer passes two gas stations to get to the one they’re
a “member” of because a free fountain drink is waiting. A consumer
books an airline ticket with two stops instead of one to get closer
to that free ticket to Hawaii. And, as the recent past, present and
future are showing us, consumers log onto lottery web sites and en-
ter non-winning codes for a chance to win prizes or to collect more
points towards catalog items.

As a matter of fact, most American households are card-toting
members of an average of 14 loyalty clubs. That’s right 14, and one
third of those deem them even more important during a recession.
Everyone loves a coupon, everyone loves a deal and everyone loves
earning free merchandise for a behavior they already practice.

Loyalty clubs provide marketers with an opportunity to collect
feedback and to reward those who have helped grow their business-
es. For lotteries, they also provide one web site or access point to
multiple destinations offering a variety of information, entertain-
ment and prizing features. Members of loyalty clubs undoubtedly
see value in the club offerings; so much so, they will perform certain
actions — inputting numbers from non-winning tickets, answering
polls, etc. — to get their rewards. They also see loyalty clubs as social
engagement with those that have similar interests, beliefs and hob-
bies. It directly extends their play experience and gives them access
to exactly what they want — someone to reward them for their loy-
alty...and they’re willing to earn it, point by point, entry by entry,
game by game.

Several lotteries have already implemented rewards programs
and are seeing tremendous success — including MDI-developed and
managed programs in Arkansas, Montana, and Minnesota. MDI,
a wholly-owned subsidiary of Scientific Games Corporation, has
more hands-on experience in building web sites and loyalty pro-
grams than anyone else in the lottery industry. In fact, MDI has
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been doing it for 10 years and has over 250 web sites in their rear
view mirror. MDI’s loyalty program is called Properties Plus™ and it
has been built with a long-term strategic view of delivering value
to players today and positioning the lotteries for future growth and
expansion in the internet. Properties Plus™ also offers the ability
to integrate with any existing lottery technology system, no mat-
ter the online or instant provider. The platform behind the MDI
loyalty program is fully capable of providing robust marketing data
with the ability to adapt to handle transactions or other marketing
opportunities that may present themselves in the future. It provides
a multi-faceted approach to establish and maintain relationships
with lottery players in an interactive environment.

Lottery loyalty clubs should acknowledge players, thank the
players, and connect with the players through ways that show the
lottery has an understanding of who they are. [t must also be noted
that a chance to win isn’t the same as earning rewards. The ability
to earn something of value based on purchases ensures that play-
ers are fairly rewarded and encourages long-term participation in
a program.

Engaging content is another ingredient to making rewards pro-
grams relevant to consumers. Consider this, most of the Facebook
generation has never milked a cow much less tilled a field yet thou-
sands of them are tending virtual farms. Why? Because, the casual
game has been made relevant to them; they earn prizes, they com-
pete against friends, and they keep coming back day after day. The
same can be done with a lottery’s Loyalty Club. Through the recent
acquisition of GameLogic by Scientific Games, MDI has access to a
myriad of high-quality, just for fun, casual games that are available
to participants to keep players returning regularly.

Give them good rewards and they will come. The three A’s
are a key to success in this regard — rewards must be Achievable,
Appropriate and Aspirational. Achievable rewards are primarily
a function of proper budgeting. The rule of thumb for funding a
program in most product categories is between one and four per-
cent of sales. Companies who have embraced loyalty programs
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wholeheartedly recognize that this is one of the best investments
they can make in their business. It is a means of offering more
value to their most valuable customers. For lotteries, it is a way
to retain and grow playership while positioning the business for
future sustainability. It engages a younger audience to reach out
to a segment of the market that can often be elusive. Most impor-
tantly, though, if a program is underfunded, the rewards will not
be achieveable to most participants and players won’t stay engaged
with the program.

A rewards catalog featuring beach towels and surfboards probably
won’t float in many areas and hunting apparel might not cut the
mustard in others. This is the second A-appropriate rewards. Local-
izing the rewards available in a program goes a long way to making
it more effective. MDI has dedicated resources to finding a variety
of local prizing options including items suited to each market, such
as discount offers from local businesses allowing players to redeem
their points right in their own neighborhood. Mix in some high-end
“Aspirational” prizes like vehicles, electronics and travel and your
loyalty program will really resonate with players.

To address the proverbial elephant in the room — what kind of
results will a rewards program deliver? The Arkansas stats make a
compelling story. First and foremost, weekly per capita instant sales

in the first year of the Arkansas Scholarship Lottery are the best of
any recent start-up in the industry. It’s also worth noting that in this
past month, the Arkansas player’s club website had 137,051 visits
and 2.9 million page views with each visitor spending an average of
18 minutes on the site. To put this in perspective, research shows
that the average visitor spends less than 8 minutes per visit on the
WallStreet Journal site and Wikipedia visitors only spend 17 min-
utes on that site in an entire month! Kudos are certainly due to all
of MDI’s rewards program lotteries for their commitment to position
themselves for continued strong performance in the future.

Trends point towards an even more demanding consumer for the
foreseeable future. It is almost certain that consumers will continue
to seek more value for their money and will continue to involve
themselves with programs that allow them more interactive pur-
chases including those that begin or end online. For lottery organi-
zations looking for opportunities to engage players in new ways and
implement programs that drive sustainable lottery growth, a strate-
gically sound rewards program can be a critical tool to consider. 4

Scientific Games is committed to working in partnership with its cus-
tomers to support lottery retailers looking to increase foot-traffic and add
incremental profits to their businesses through the adoption, implementa-
tion and proper execution of lottery industry best practices.

Michael Koch Interview ...continued from page 28

M. Koch: This is absolutely where we believe
the industry is going. To invoke a phrase that has
been over-used, but the key driver is the player.
We need to understand that our players grew up
with all kinds of different video entertainment.
These players are used to picking the time, place
and form of entertainment. Once the notion of
server-based gaming has fully permeated the play-
er’s behaviors and attitudes, the player will expect
to be able to walk up to a gaming machine at
any place and any time, put in their loyalty card
and start playing their favorite games which do
reside on the lottery’s server of approved games.
There is no reason whatsoever why concepts like
iTunes, Amazon or Netflix which make great use
of the ‘long tail effect’ cannot be introduced to
VLT players. Players want to have the freedom
to also choose on which device they experience
their games, equal to enjoying your iTunes on
your home PC, iphone, iPOD, iPAD or iTV. The
closest you can get to this kind of approach is
with our TruServ"” system and Indago™ VLT that
you can find in live operation in Norway. We
are just a small step away from these kind of per-
sonalized gaming experiences. However, we will
only be successful bringing these experiences to
players if suppliers, organizations like WLA, and
individual lotteries are willing to jointly advocate
for new technology and innovation.

Your Norway implementation uses a Personal
[.D. card system, doesn’t it? Does it work as well

as expected, any compromises in security or with
prevention of underage players?

M. Koch: [t met all expectations and then
some. No compromises on security whatsoever
are permissible or have happened. Norsk Tip-
ping recently had its TruServ system undergo
an external security audit by Ernst & Young. It
passed with flying colors.

[ would think that a Personal 1.D. card system
would yield huge benefits to the operator. Wouldn’t
that direct line of communication with the player
enable the operator to market other products and
services, perhaps even non-gaming products? One
of the services would be responsible gaming com-
muniqués and help resources, correct?

M. Koch: Absolutely to all the above. But
once again, it is vital that the lottery operator
have a very clear holistic approach carved out
on how to use such an ID system, and to have
it all in place before beginning the implemen-
tation. When it comes to personalized market-
ing activities, it becomes less clear what should
or shouldn’t be attempted. Each jurisdiction
has different data protection and privacy laws.
And, apart from the laws, players expect the
operator to respect their privacy and not mar-
ket too aggressively to them.

I'm also thinking that the obsession with privacy
is sort of a legacy attitude that us older folks have.

®

Young people do not seem to be so concerned with
the issue of privacy, do they? Look at Facebook
and how everyone practically bares their souls to
people they sometimes don’t even know. It seems
to me that the desire to broaden one’s network
of friends and acquaintances totally overwhelms
any qualms about privacy. [ would think that the
player may be more receptive to personal player
i.d. cards than some people assume.

M. Koch: I couldn’t have said it better. The
current generation that gets into gaming grew
up as video gamers with different expectations
about how to learn, work and pursue careers.
They are technologically literate, but that does
not necessarily make them media literate. They
are content creators and that shapes their no-
tions about privacy and property. They are prod-
uct and people rankers and that informs their
notions of property. They are also multi-taskers,
often living in a state of “continuous partial at-
tention”, where the boundary between work and
leisure is quite permeable. Once you consider
that and accept that, you'd be able to adapt your
organization as a supplier accordingly. We cer-
tainly have understood that and are in constant
re-organization in order to meet these demands
of not only today’s but also tomorrow’s players.

What other Big Themes am I missing?

M. Koch: I don’t think anyone is stepping
up with five-year predictions! ¢
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Constantinos Antonopoulos Interview ...continued from page 18

Moreover, the biggest players of the global
market have already received a license to
operate in the Italian market. That is not
the case in France, where we see only the
online market opened, and even that in a
rather protective way. Actually, there do
exist some grey areas in the Italian market
land-based operations; some companies
claim to operate in the Italian territory
under a European online license, obtained
in another country of the EU, and use it
also for land-based operations (CTDs). On
the other hand, there is also the case of the
PDCs or “punti remoti”, which are points
of sale that allow access to Internet sites. In
practice, these are shops operating without
paying the license for the right to operate.
In any case, the Italian authorities should
guarantee equality before the law for all
the operators. They have started the efforts
to accomplish this by recently prohibiting
the installation of PCs in those grey area
POS’s, sometimes even closing them down.
We are waiting for some action on the
CTDs area as well. Based on their track re-
cord for turning this market into a produc-
tive combination of being both open and
highly regulated, I am confident that the
Italian regulators will close all loopholes.

The governments of Europe have been
working hard to prevent sports betting from
corrupting the integrity of sports. The first
step towards that goal is to regulate it instead

of forcing it underground, correct?

C. Antonopoulos: Regulation is a cata-
lyst towards clarity in sports. The industry
needs to be effectively regulated for it to
grow. Technology is the key enabler of ef-
fective regulation in sports betting. The
market for sports betting absolutely de-
pends on the integrity of the games. The
consumer needs to be confident that the
betting is fair and honest otherwise they
won’t bet. That fact motivates sports and
licensed betting operators to be the best
guardians of sports integrity, sports bet-
ting integrity, and the biggest supporters of
transparency in this industry. INTRALOT
is paying very close attention to this sub-
ject and committed to act in the interest of
protecting the integrity of sports and sports
betting. We are one of the first betting
operators that have signed a Cooperation
Agreement with FIFA’s subsidiary Early
Warning System GmbH, becoming a vital
part of a global endeavor to preserve and
protect the integrity of football.
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There has been much litigation over what
is allowed under EU law with respect to the
member states’ ughtx to regulate gaming. This
confusion has zm[m the growth of the gam-
ing markets in the EU because governments
did not want to be t ld by the EC]J that they
were out of compliance, hasn’t it? Is it be-
coming clearer what is expected of the member
states with respect to staying compliant with

EU trade and commerce laws?

C. Antonopoulos: Europe is one of the
most advanced and evolved markets in the
gaming sector worldwide. The regulated
opening of a number of European markets,
such as Italy and France, and the integra-
tion of the private sector under this new
regulatory framework, has led the gaming
market to new highs. All the big players are
carefully monitoring the developments in
the EU market. There are a number of deci-
sions of the ECJ that provide guidance by
interpreting the scope and the applicability
of EU law on the basis of questions raised
by state courts. But after the EC]J issues its
decision, then the local court has to issue
its decision on the basis of the guidance
provided by ECJ. Also, the decisions of the
EC]J are used as jurisprudence by courts in
other member states, and will be very influ-
ential in the numerous legal cases currently
open in various countries. In fact, each lo-
cal court has the discretion to draw its own
conclusions, on the basis of each EU state
national legislation. This creates a kind of
“legal Babel,” with different results that are
not always compatible with each other.

I think that the governments either
should safeguard the operational frame-
work of the national monopolies in their
territory, which may lead to the decrease
of sales, or they should move on with the
opening of their markets in order to allow
more operators to participate.

As far as the member states of the Eu-
ropean market are concerned, I think that
more countries will follow the example
of Italy and France. Spain and Germany,
among other countries, are seriously con-
sidering the opening of their markets.
Moreover, we have to bear in mind that
the new member states of the Central-East
Europe are trending towards opening their
markets. They are not attached to a legacy
system of monopoly in gaming and so are
more able to move forward with opening up
the markets. Of course, the UK market has
been opened in many gaming categories for
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a long while and provides a good looking
glass into what an open market looks like.
Therefore, if the majority of the Member
States ends up opening their local markets,
that will cause their neighboring countries
to reconsider their regulatory framework.
In this new world order, the need for a
common legal framework for all the mem-
ber states of the European Union is more
necessary than ever. INTRALOT is one
of the first organizations in the industry to
recognize and be an outspoken supporter of
rationalizing the regulatory framework in
Europe. The new Commissioner for Inter-
nal Markets, Mr.

nounced that he is going to issue a Green

Michel Barnier, has an-

Paper in the coming weeks. We welcome
this initiative and think that it will be of
much interest of all stakeholders in the
gaming industry (governments, lotteries,
vendors, operators, etc.).

Much discussion surrounds skill games and
their potential. Where is the line drawn be-
What

are the drivers behind skill games? Is there

tween skill games and games of luck?

true potential and how do you see the future

of this segment?

C. Antonopoulos: Every game has its
own market share. Whether it is a skill
game or a game of luck, it’s all about user
experience and entertainment value. We
are now experiencing convergence in tech-
nologies, including video streaming as well
as new 3D video games. These new tech-
nologies promise to enhance the user ex-
perience in very interesting ways that will
accelerate this convergence. The younger
demographic is responding positively to
these new products, causing us to feel that
the future gaming environment will need
to appeal to the player preferences of these
new demographics for the markets to con-
tinue to grow and prosper. For example, we
see that card games, which require skill, are
very popular. But slot machines and VLTs,
which do not require any skill, are increas-
ing in popularity as well. Operators have to
provide a full range of all games and have
games that address all different lifestyles
and preferences. The challenge for us is to
make the most of all of these different sub-
markets by providing the games that appeal
to everyone.

What do you see as the future of the Private
'MA) in the U.S.

Will other states need to take time to

Management Agreement (I

market?



observe the IL implementation of the PMA,
or do you expect some states to move more

quickly than that?

C. Antonopoulos: The whole proce-
dure of Illinois, irrespective of the details
for which we have officially expressed our
protest, is overall very positive for the gam-
ing market.

In Europe, which is in a more advanced
life-cycle stage than the US, the private
sector plays a pivotal role. So it is a natu-
ral step for the U.S. market to also evolve
in this way. That is what is happening now
in Illinois. It’s not, by the way, that the
people of the private sector are more effec-
tive than those of the public sector. It’s just
that the operational structure of the PMA
is more supportive of innovation and en-
trepreneurial action. Of course, regulatory
decisions and enforcement remain under
the public control, in order to guarantee

the transparency and the credibility of the
entire process for the citizens.

There is no doubt that no matter which
company is awarded the contract in II-
linois, all the people involved agree that
sales and public income will increase sub-
stantially. All the States will now have a
real example to look at and they can decide
if they want to follow it. This is no longer
a theoretical possibility. It has become a re-
ality for everyone to learn from and build
upon to create an even better future for lot-
teries and their beneficiaries.

U.S. state lotteries are beginning to move
forward with bolder initiatives in internet
gaming. Do you think the end result might
be that the regulation of i-gaming in the U.S.
be recognized as a states’ rights issue and the
i-gaming space will finally take off like it has

in Europe? Maybe now that Canada is imple-

Gavin Isaacs Interview ...continued from page 28

product and systems is a huge benefit. Instead
of adding on incrementally, or figuring out
how and when to invest in replacing an ag-
ing gaming system, they’re in the great position
of envisioning an entirely new business, fully
integrated and replete with the most advanced
games and functionality.

G. Isaacs: | think they’re doing that.
They realize they are in a great position
to leapfrog multiple generations of tech-
nological change. We're working with
lotteries all around the world on just this
issue and helping them to assess the best
options. More than ever, they are seeing
the importance of the systems side of the
business. They realize that as important as
the games and terminal solutions are, the
central command center is what ultimately
integrates everything for optimal overall
performance. That means tremendous op-
portunity for the jurisdiction that is mov-
ing into electronic gaming for the first
time. In that situation, the ROI for having
the most advanced technology available is
compelling indeed.

Sort of a request for economic prognosis:
The gaming industry is, even in the best of
times, slow to adapt new technology. Bally
CEO Dick Haddrill has said that the lag can
even be as much as five to seven years. Over
the past couple of years, investment has slowed

even more because of the economy. Wouldn'’t
those two things combine to create a big pent-
up demand that is likely to result in a big spike
in investment once the economy picks up?

G. Isaacs: Yes, but you don’t actually
get rid of that five-to-seven year adaptation
lag. The reasons for that lag are different
and apart from the economic slowdown.
The extra time it takes for public-policy de-
cisions and the development of regulatory
frameworks to catch up with technological
and market changes is still with us. That’s
not changed. In fact, technology is mov-
ing more quickly than ever, making it as
hard as ever for it to get approved and regu-
lated in a timely fashion. I do feel, though,
that governments and regulatory bodies are
more aware than ever of the need to have a
well-conceived plan to manage the growth
of the gaming industry. They’re realizing
that outright prohibition is really just a
lack of regulations and just forces the activ-
ity underground or to a neighboring juris-
diction. This awareness should result in a
reduction of that lag time as policy makers
spend less time debating the pros and cons
of gaming and jump right into the business
of how to regulate it.

There has been a wealth of technological
progress that has resulted in fantastic new
products and systems improvements that

S

menting on such a grand scale, the U.S. will
see how wital it is that they regulate and tax the
internet gaming industry? What do you think
are the best opportunities for lotteries to exploit
in the i-gaming space?

C. Antonopoulos: I-gaming is a global
trend and the US is one of the leading mar-
kets in the lottery sector. The state govern-
ments should not ignore that. And the fed-
eral government should make crystal clear
that states have the legal right to regulate
all gaming including i-gaming. I think that
the successful examples in other countries,
mainly in Europe but next in Canada,
might inspire the US governments to regu-
late the interactive markets. INTRALOT
has the technology and the know-how to
play a pivotal role in this new market, and
look forward to a time when governments
and regulators meet the demands of this
important market.

are in the pipeline and ready to be imple-
mented. And the markets have changed,
with the player expecting the new and im-
proved playing experience that these new
products deliver. So we would very much
like to think that all these factors will com-
bine for an increased investment in our in-
dustry as soon as the economy picks up.

How does bandwidth and other limitations
impinge on your ability to deliver the same high
level of graphics and excitement as when you
have 8,000 machines under one roof?

G. Isaacs: Let’s review the three basic
configurations. The “thick” client is the
traditional kind of cabinet you have had
in the casinos. It’s a stand-alone machine
with the random-number generator and all
game content inside the machine. It may
be connected to a central server for report-
ing, but the machine and the games would
still work if it’s unplugged from the server.
The “thin” client is the opposite. Every-
thing is determined at the central server
and sent down the pipe to the terminal.
The random-number generator and other
functions required to operate a game come
from the server. So if you cut the con-
nection to the server, the terminal won’t
work. Lastly, there is the “smart” client,

...continued on page 35
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Just Because
It Looks
Like a Duck...

By Ed Kully, President of Crestwood Partners

There are over 150 different species of ducks. To most of
us, many look very much alike, but once you get beyond the
initial view, the differences can be huge. And so it can be
with Lottery games.

Each year, the Lottery Industry invests significant man-
hours and monies in making sure game construction is cor-
rect. For the most part, this has served the industry well and
resulted in excellent returns for beneficiaries. Sometimes,
however, it pays to look even deeper on these investments.

About a year ago, the Lottery Industry undertook one of
the boldest steps it had every taken — the cross sell of Pow-
erball and Mega Millions in each others’ jurisdictions. By
all accounts, the effort has generated incremental sales —
though not necessarily as high as some had hoped. As the
industry now looks to new game alternatives, it may help to
step back and look beyond the sales results and review just
what was achieved by this undertaking.

Last summer, Crestwood undertook a small study of its
own to gain a perspective on current lottery purchasing
behaviors. One of the subjects addressed was cross sell. In-
stead of looking at the data in the aggregate, as much of the
analysis has been conducted, we chose to look at it from the
perspective of Powerball and Mega Millions legacy jurisdic-
tions — this afforded us the opportunity to look at the impact
on the respective brand franchises.

Some of the results were as expected:

e Approximately two thirds of the weekly or core players
had tried the alternate game (this was consistent with ini-
tial projections).

e Within Powerball States, those who played Powerball less
frequently were also less likely to have tried Mega Millions

(also not a surprise).

On the other hand, within the Mega Millions jurisdic-

tions, trial of Powerball was as high or higher of Powerball
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among the less frequent players. This was not expected; as it
was assumed that less frequent Mega Millions players would
also act like the less frequent Powerball Players. After all,
why wouldn’t Lottery players of similar games act in a simi-
lar manner when presented with additional variety?

In our discussions with different lotteries around the US,

two industry perceptions have emerged:

e Mega Millions jurisdictions may have benefited more from

Cross Sell than Powerball jurisdictions, and

® Mega Millions has been cannibalized to a greater extent.

Both perceptions appear to be supported by our player
based data. In fact, this data not only supports these obser-
vations, but may indicate a stronger brand presence for the
Powerball game. Potentially, Mega Millions was not satisfy-
ing as many player’s perceived needs, thus, Powerball filled a
bigger gap among those interested in Bloc Games, but not so
much for Mega Millions. Similarly, this would also explain
some of the perceptions of high cannibalization.

Statistics aside, the big story here is that Brand mat-
ters. There is a personal, somewhat emotional side to these
games, especially the bloc games. As the industry prepares
to move to the next stage, we hope the essence of the brand
is taken into consideration. Staying the course will only
lead to long term loss of significance. On the other hand,
not seizing the full opportunity risks “throwing out the baby
with the bath water.”

Moving forward, we encourage you to continually chal-
lenge yourselves by asking the following questions in look-
ing at new games:
® Do these games bring something “new” to players? By this,

we mean is it “new” in their eyes?

e Are we reaching their hearts as well as their heads?

Back to Cross Sell, the observation — just because the two
games may have looked like ducks (similar price, payouts, big
jackpots), and quacked like ducks (big jackpots and a chance
for the player to dream), didn’t necessarily mean that their
brands were similar, or that adoption would be universal.

Crestwood has been and continues to be a supporter of Cross
Sell and national games. Initial results indicate incremental
gains. The framework established can propel the industry to
new heights in player satisfaction and beneficiary return. The
key to success has been and will continue to be in establishing

and managing strong brands, not just strong games. ¢
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Gavin Isaacs Interview ...continued from page 33

which is a little of both. Like the thin cli-
ent, the smart terminal relies on the cen-
tral command center to deliver the main
determination and other major functions,
and it won’t operate if disconnected from
the central server. Like the thick client, it
has some of the game code and capabilities
residing in the terminal itself. We believe
the future is more towards the smart client
concept because it gives the operator the
best of both worlds. Most importantly, it
gives the operator complete control over
the integrity of the game. The outcomes
and all transaction-processing data are
all handled at the central command cen-
ter, making it impossible to commit fraud
at the site of the terminal. On the other
hand, there’s no reason why the terminal
itself shouldn’t have the technological ca-
pability to enable more robust game con-
tent, richer graphics, and the like.

What's being implemented in Italy, thin cli-
ents or smart terminals?

G. Isaacs: Both. Some solutions are
fully downloadable; the thin-client model
where nothing is on the terminal - every-
thing comes from the central command
center. And then you have others like ours
where you actually have a server on the site
which controls the download ability to the
games. That enables the operator to bring a
more casino-style experience to those play-
ers. Those games are too data-intensive to
transmit from an off-site server. But the
outcomes are still determined at the com-
mand center so the operator retains control
and integrity. You can probably tell that we
think the smart client is the more sensible
model, delivering the benefits of control
and the best game content.

Do you offer a thin-client solution?

G. Isaacs: Not for games at this time.

To what extent does it appear to you that
the Italian model will be emulated in other ju-
risdictions?

G. Isaacs: | would not be surprised to
see similar distributed models implemented
in neighboring countries. The Italian mod-
el was designed to meet the very specific
needs of the market and the public-policy
objectives unique to Italy. It turns out,
though, that most of those objectives really
are not much different from those of other
governments which are deciding on what
model best serves their purposes. I don’t

know if the model will be emulated, but
I do think you’ll see many of the features
showing up in other places. For instance,
[linois did not model itself after Italy, but
there are in fact many similarities between
the two.

Everyone is theoretically customizing the so-
lutions to their own markets and public policy
objectives. But come to find out, markets and
the issues that drive public policy objectives are
actually pretty similar wherever you go.

G. Isaacs: [ would basically agree.

I would think the distributed model has two
main benefits. One, it converts an under-
ground economy into a taxed and regulated
economy. Two, it is the model most consistent
with a classical evolution of a product, making
it more accessible to the consumer.

G. Isaacs: Absolutely to both. The gray
market is such a bane for two reasons. One,
the player is being literally short-changed.
By definition, nobody is monitoring the
grey machines to determine if they’re pay-
ing out what they say they’re paying out.
And two, the public is being short-changed
to the tune of millions of taxable dollars.
The markets ultimately determine how a
product is distributed. And if the govern-
ment doesn’t control and regulate it, then
the gray market and underground economy
will flourish. These are two compelling
reasons for the government to regulate the
distributed gaming market. I think those
are the two reasons that drove Italy and
Illinois to move forward with it, and the
evidence appears to show it is having the
intended results.

What's the future of skill games?

G. Isaacs: We have some games in
which the outcome is predetermined, but
with some skill, the player might be able
to win a little bonus. We're going to show
some pretty cool things at G2E — the iDeck
enabling the operator to move into some
skill-based games. We're working on differ-
ent concepts in this space, but they are still
a little early to commercialize.

In a casino with hundreds of machines on
the floor, I would suppose it’s not hard to test
a new product in real time. Just put some
cabinets on the floor and if they don’t get any
action you can pull them. In the distributed
markets where you might have five machines,
it would be a disaster if you replaced familiar

S

games and cabinets with ones that did not ap-
peal to the players. How do you test a new
concept like iDeck for the distributed market?

G. Isaacs: It’s true that testing for the
distributed markets is vital. And so you
test. Our touch-screen PUI - iVIEW Dis-
play Manager™ (DM) - is testing out to
be a genuine big-league home run. We've
tested it like crazy with customers and no

one seems to be objecting to it.

Why would anyone object to it? Because it’s
different from what they’re used to playing?

G. Isaacs: Initially, yes. That is a big
challenge in our industry. People tend to
like to keep playing the games they are fa-
miliar with. That creates a lot of inertia.
That phenomenon is very prevalent on
the VLT and the electronic gaming routes.
When you
you've got to make sure your players accept
it and will adopt it. The iDeck is definitely

introduce something new,

something new and required lots of testing
for us to be sure that it would be accepted.
It’s exciting to have something this inno-

vative be a hit with the customers.

I would think that enabling the player to
customize their experience would rate as the
Next Big Thing.

G. Isaacs: We've talked about the
iDeck. Another innovation that is in the
casinos and will be adapted for the distrib-
uted markets is iVIEW DM. The iVIEW
has a PUI that enables active player in-
teraction and customization of the entire
playing experience across the entire gam-
ing floor, plus lots of self-service features
for players, like beverage ordering. There’s
picture-in-picture technology that en-
ables the multi-tasking that young adults
enjoy. And when we combine the iVIEW
DM with our Elite Bonusing Suite™, you
can create lots of excitement across the
property with floor-wide bonusing, tour-
naments, virtual-racing events, and much
more. And all this is done without inter-
rupting play on the base game, which is
pretty exciting. And the iVIEW DM has
a number of applications for responsible-
gaming messaging and the like, which ap-
peals to our customers in the public mar-

kets where this is a very important issue. 4
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Victor Duarte Interview ...continued from page 20

I would think that the wvendor core com-
petencies would be slightly different for large
venues versus distributed venues. Mainly, the
distributed venue would rely far more on cen-
tral server, networking, and communications
capabilities than is required in large venue
applications.  Yet you win contracts in large
venue applications like Maryland and Quebec
as well as distributed venues like Italy and Or-

egon.

V. Duarte: Sometimes our core com-
petencies seem to eclipse the fact that we
have other strengths. As you point out,
communication networks, proven central
system technology and high quality video
terminals are key to the distributed gaming
market, and we are recognized for being the
leader in those areas.

Gaming, though, is also about delivering
games that the players like to play. That
seems simple and obvious, but think about
the difference between the distributed ven-
ue and the typical casino. There’s a big dif-
ference in primary buyer motivation. The
distributed venue is mostly about fun and
convenience. The stakes are sometimes
lower. Our focus on this market has driven
our R & D and game development people
to create a gaming experience that appeals
to the player in spite of a reduced max bet
and winstakes. This was done to create
entertainment for players typically found
in a VLT distributed market venue. Of
course, players in destination casinos also
seek a more entertaining gaming experi-
ence. Even though their dominant buying
motive may be more about winning larger
jackpots, they enjoy an entertaining game
experience just as much as anyone. We
are finding that this knowledge of player
behavior and the skill sets we acquired
to appeal on this entertainment level are
serving us very well with all players and all
markets. Furthermore, we think the trend
is towards even more emphasis on the fun
and entertaining parts of the gaming expe-
rience. The thrill of winning will always
be an important driver, but the ‘next gen’
gamer really wants it all. They’re expect-
ing the games to be as entertaining as the
video games they grew up with.

Another strength is that we have a long
history — 20 years — of working in the high-
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ly regulated government gaming sector.
Spielo started out with the mission of serv-
ing this market, not the casino gambling
market. So our products, capabilities, and
entire corporate culture are all really tied
in with the government gaming sector to a
greater extent than others. The industry as
a whole recognizes that, and our customers
have come to know and trust our ability to
meet the needs of lotteries and the highly

regulated sector in general.

Your terminals would be more of the thin
client variety, wouldn’t they? As opposed to
the cabinets that house everything within the

machine itself?

V. Duarte: We do both. And actually,
most of the machines in the Spielo portfolio
are the traditional thick client machines,
with all the game logic and game math
based inside the machine. Italy is a market,
however, where it is somewhat thin. Many
functions, like the game logic and math,
are delivered by the central server, not the
game machine itself. It’s called a ‘central
determinant’ system because the wagering
outcome is generated on the host system
and displayed on the gaming machine. We
do both, depending on the public policy,
regulatory, and market needs. Sometimes
the operator has an objective that’s bet-
ter accomplished with more functionality
residing in the cabinet. Some data-rich
games require that. Or maybe the operator
wants the venue to have some flexibility
to manage the game content available on
the individual terminal. If that’s what the
operator wants, and if the regulatory frame-
work allows it, then we’re certainly capable
of delivering that. Italy, for instance, does
not want that. They want the vast major-
ity of control to be executed at the central
server level. They feel that method yields
the highest level of integrity and security.
Too, the technology to support really great
games in a thin client platform has become
quite advanced, so you’re not sacrificing an
enhanced play experience in order to host
all game content at the central server level.

[ would think that the future of CRM (cus-
tomer relationship management) in our indus-
try would include integrating the many differ-

ent games, channels, media, promotions, etc.

S

to create a more cohesive, consistent face to
the customer. Too many options with different
user interfaces and protocols will lengthen the
players’ learning curve and impair their abil-
ity to absorb more product. Wouldn’t the cus-
tomer who plays a game on a VLT at the bar
want to see the same game with familiar rules
of play and interaction on their computer when

they get home and jump online?

V. Duarte: Exactly. The customer is go-
ing to want their user interface to be user-
friendly. That means they want it to be
simplified, familiar, and consistent. They’ll
want the provider of gaming entertainment
to make it easy for them to access the vast
variety of options that will become avail-
able in the coming years. The players don’t
want to be forced to learn the protocols and
operating instructions and user interfaces
of all the different cell phones and comput-
ers, right? Likewise, they’ll want their game
provider to make it easy for them to access
and play the games they like. Lotteries are
in the ideal position to deliver this uni-
fied, simplified user experience. The direct
connection they have to the largest pool
of customers in the gaming industry gives
them an almost unique ability to create this
‘anytime, anywhere’ gaming experience.

We are working with our affiliate com-
panies, GTECH, GTECH G2 and GTECH
Printing, to help our clients create that
player relationship. We’re working togeth-
er to help lottery operators integrate the
games and channels so that the player will
be on familiar ground when they switch
from the VLT that they were just playing at
the nightclub over to the Internet-accessed
site on their home computer. We can build
user interfaces and protocols that make it
easier for the player to try new games and
even discover new channels. Player cards
and loyalty programs will be a key part of
any good CRM strategy. You can see this
being done now with second chance draw-
ings in lottery. The lottery player who buys
tickets at the store is invited to enter a
second-chance drawing online. This eases
the player into a new channel with a prod-
uct and game provider they know, trust,
and like. We feel that the customer wants
the operator to create a broad comfort zone

that includes all varieties of games and



channels, and so we want to help the oper-
ator do that. We feel that creating this ho-
listic relationship with the player — that is,
integrating the games, channels, and media
— is the Holy Grail of gaming. Lotteries are
truly in a better position than anyone to
achieve this.

Delivering on this promise of integration
is key to Lottomatica’s long-term strategy.
GTECH, Spielo, GTECH G2, GTECH
Printing are all working to achieve it, and
you'll see some breakthrough initiatives
within the next two years. In fact, this
broad portfolio of capabilities has been
brought together under the Lottomatica
umbrella for the purpose of achieving it.

To what extent is the Italian model going to

be emulated in other jurisdictions?

V. Duarte: I hope to see this model in
other jurisidictions, since Spielo has fared
so well under the most demanding expec-
tations represented in the Italian model.
Italy has certainly done many things worth
emulating. But all jurisdictions are differ-
ent — they each comprise different cultures,
different gaming legacies, and a different
socio-political fabric. So the regulatory
frameworks will always be different. Italy,
though, took all of their different objec-
tives into consideration, assessed the dif-
ferent options for accomplishing those
objectives, then set forth a system of rules
and regulations that were rigorous, even
uncompromising, but also straightforward.
Those high standards, combined with a
complex gaming environment, tested the
commercial community’s ability to deliver.
I'm very proud of the way our team met
the challenge and truly delivered on every
front. And Italy has ended up with one of
the most ambitious and sophisticated gam-
ing models in the world. Spielo was the first
solution provider, launching before anyone
else, and to date connecting more facilities
and games than anybody else. And it’s all

performing magnificently.

This is a truly distributed market on a more
massive scale than has ever been attempted
before, correct? And all that on an acceler-

ated timetable.

V. Duarte: It definitely brought out

the best in everyone who was able to meet
the established standards. And yes, it is a
massive implementation. But most impor-
tantly, it is highly regulated. The opera-
tors and their commercial partners are re-
quired to perform at such a high standard,
that we're all learning and taking away a
whole new level of competencies from our
experience in Italy. It’s a combination of a
gaming infrastructure that meets the needs
of the people; complies with the most vig-
orous standards for security and integrity;
employs innovations that virtually guaran-
tee that tax obligations are always met and
that fraud is eliminated; and minimizes or
even eliminates gray markets of all stripes.
These accomplishments reflect the amaz-
ing vision of the Italian regulators and the
resourcefulness of their commercial part-
ners. Of course, [taly is not the only regula-
tory framework that warrants praise. Swe-
den, Atlantic Lottery, Quebec, Oregon,
and many others are all setting standards in
their own way, and serve as great examples
for other jurisdictions exploring their op-

tions for regulatory frameworks.

Player cards would seem to me to be such a
key part of any progressive customer relation-
ship management (CRM) program. How re-
luctant are the players to disclose their identity

and are their ways to overcome that reluctance?

V. Duarte: There are many different
kinds of player club programs, and some do
not require the players’ identities to be dis-
closed to anyone, including the operator. So
there are systems that can meet the needs
of players who are more reticent about re-
vealing personal information. A player can
be given an account number that could,
for instance, allow points to be credited to
the account for frequent play, or could al-
low the operator to credit the account with
different kinds of promotional incentives
or awards or bonusing, or that could enable
the operator to collect data that informs
game development and responsible gaming
programs, and much more. There is much
that Player Clubs and i.d. cards can do to
engage player loyalty, increase player satis-
faction, provide marketing data, all without

sacrificing player anonymity.

o

And the great thing is that young adults to-
tally understand that, don’t they? They’re not
as skeptical about the ability of technology to

work properly to protect their interests.

V. Duarte: Young people can have
strong opinions about what they consider
appropriate behavior for businesses. Their
sense of who they are and how they manage
different sets of relationships can also be
different than their elders. They typically
share much more about themselves with a
much broader circle of friends, and derive
their sense of self from the social networks
they develop.

This notion of where an individual draws
a line between personal and public infor-
mation differs not just by age, but also by
culture. This has actually been an object
of much study for us, and we’ve found very
interesting differences in attitudes towards
privacy across different cultures. Of course,
attitudes about so many things vary, and
that’s why researching information about
player preferences in individual jurisidic-
tions is so important. In the end, player
i.d. cards are a valuable tool to help the
operator create a better overall player and
gaming experience, as long as the decision
to implement the cards is based on sound
market and player research.

What is the most critical action an operator

could take to “future-proof” oneself?

V. Duarte: The first thing would be to
choose your commercial partner wisely. You
want a partner that has extensive experi-
ence developing technology tailored spe-
cifically to your gaming model. But that’s
obvious. Another thing to do would be to
ensure you invest in technology that com-
municates using open standards interfaces,
and that is able to integrate new innova-
tions, new game content, and evolve with
your needs. The Gaming Standards Asso-
ciation (GSA) champions a system of pro-
tocols that enable interoperability in game
to systems and system to system processes.
Spielo has worked extensively with GSA
to promote the value of open standards for
distributed VLT operators, and we've de-
veloped protocol extensions that meet the
distributed VLT market’s needs.
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Innovation and progress is driven by a healthy collaboration between the operator and the commercial supplier sides of the business. The mission of
PGRI is to support and nurture that relationship. Working together, lottery operators and their commercial suppliers are building successful businesses
that will serve the interests of all their stakeholders, most importantly the beneficiaries of lottery proceeds.

The leaders of the commercial community play a vital role in our industry. We are thankful for their invaluable contributions to the exchange of ideas that

happens at Lottery Expo. Their products and services are the result of a tremendous investment in R & D, and their insights and capabilities are informed by
a deep experience in all aspects of the lottery business. Following is their story. Please also visit the conference website (www.PublicGaming.org; notice
this is “.org” and not “.com” which is our gaming news website) to see their presentations. The video-recorded presentations of our conference presenters
will be posted soon on this conference website. Check it out!

Scientific Games Corp: Scientific Games Corporation is a global
gaming leader dedicated to bringing a comprehensive, end-to-end portfo-
lio of secure, high quality, player-engaging products and services to gov-
ernment-regulated and sponsored gaming organizations the world over.
Scientific Games has its roots in innovation and since its very beginning
assumed a leadership role in developing the technological innovations
that led to the evolution of the modern lottery industry around the world.
The company is largely responsible for making the instant game product
what it is today by introducing new marketing techniques, new printing
technology and improved security features to arguably the most successful
retail product in history.

For 30 years, lotteries have put their confidence in Scientific Games.
The company and its 4,000 employees take pride in the fact that their
products and services play an important role in supporting a variety of
“good cause” programs funded by lotteries throughout the world.

The company differentiates itself through creative and responsible
revenue-enhancing game content, security of offerings, retail knowl-
edge, and proven ability to deliver world-class technology and network
solutions to its customers. Headquartered in New York City, Scientific
Games has customers in approximately 50 countries on six continents
and has manufacturing and operational facilities in North America,
South America, Europe, Asia, and Australia.

Scientific Games’ comprehensive array of products and services in-
cludes instant ticket manufacturing, systems and services; lottery gaming
systems; licensed, branded games; operational and facilities management
services; video gaming systems, software and terminals; server-based
systems and gaming machines; amusement-with-prize (AWP) and skill-
with-prize (SWP) betting terminals and Internet, mobile and other in-
teractive games and solutions.

This year was another filled with innovation for Scientific Games. SciPlay,
a joint venture with Playtech Ltd., the world’s leading supplier of Business-
to-Business (B2B) Internet gaming solutions and owner of the world’s largest
online poker network, positions Scientific Games to bring a full suite of next-
generation Internet products and services to regulated gaming markets. The
Internet, mobile and interactive games are anticipated to be the next large
wave of growth in gaming and Sciplay’s principle objective is to unlock their
full potential consistent with applicable regulation.

In addition to Sciplay, the joint venture allows Scientific Games to inte-
grate new technologies, new controls and new games into its existing video
product offering with far greater functionality at lower cost, while meeting
current and emerging industry standards and protocols (S2S and G2S).

SCIENTIFIC GAMES®
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The Company also acquired GameLogic Inc., a provider of interactive
marketing services for the U.S. regulated gaming industry. This acquisi-
tion includes GameLogic’s software for Internet-based lottery player loyalty
programs and an extensive suite of over 90 interactive games. GameLogic
takes Properties Plus™ to a new level by adding front end player engagement
content and software to provide a robust, highly interactive and fun player
experience, which is a necessary and attractive part of any VIP club.

These latest business ventures give Scientific Games greater flexibil-
ity to deliver new, creative game content across multiple channels in
a manner consistent with an emerging, player-friendly concept known
as, “Play Anytime. Play Anywhere.” Where permitted by law, govern-
ment lottery operators have begun positioning themselves to make these
game- and play-types available to their players, and are doing so within a
well-defined regulatory framework that incorporates responsible gaming
principles and provides a safe, secure gaming experience supported by
absolute integrity. These are just a few examples of how to further expand
the World of Possibilities available to customers of one of the industry’s
most experienced and reliable lottery innovators, Scientific Games.

INTRALOT: In just less than 20 years, INTRALOT has become a leading
supplier of real-time Gaming and Transaction Processing systems, [nnovative
Game Content, Sports Betting Management, Video Lottery Central Monitor-
ing and Internet Gaming services to government-licensed gaming organiza-
tions worldwide. INTRALOT highly specialized products and services, the
dedication, professionalism and keen sense of client relations of its 5,000 em-
ployees around the globe, along with its portfolio of leading-edge technology
solutions, give them the ability to blaze new trails in the international gaming
market. INTRALOTs passion and commitment to customer satisfaction, as
well as their perpetual focus on improvement and solid growth in a socially
responsible manner, have enabled the company to expand its reach with con-
tracts in 50 countries, including 13 in the in the highly-competitive U.S. mar-
ketplace. Superlative Corporate citizenship, integrity and transparency have
always been an absolute priority in defining the manner in which INTRALOT
operates with its clients, partners and employees.

INTRALOT prides itself on keeping one very important goal in mind,
establishing successful, long-term business partnerships with its clients
and offering them a complete range of innovative products and services.
The company’s reputation precedes itself as INTRALOT is recognized
globally for offering real value to its client/partners and their beneficia-
ries, timely commitment to customer needs, dedication to quality and
flexibility to adapt to local markets.

The integrated Lottery systems developed by INTRALOT rank among



http://www.scientificgames.com
http://www.intralot.com

the most advanced and flexible systems available worldwide. INRALOT
products are distinguished by their quality, reliability, adaptability, ex-
pandability and security. These hallmark traits are made possible through
ceaseless investment in Research & Development on advanced tech-
nologies and software development processes and creates the conditions
required to quickly and efficiently utilize innovations in new products
and value-added services.

The gaming market is evolving rapidly and exciting new opportunities
are continuously becoming available to INTRALOT. Internet gaming is
expanding globally to become a viable product channel and INTRALOT
has been paving the way for the future in Internet Gaming through its new
subsidiary INTRALOT Interactive (12). In addition, INTRALOT has made
a significant investment in CyberArts, a company that delivers the most ad-
vanced enterprise-grade gaming software in the marketplace today. Cyber-
Arts Universal Gaming Platform provides the most customizable and stable
online gaming platform for online and server-based games. Built to modern,
enterprise class architectural standards, it provides all the elements to cre-
ate a secure, scalable and robust gaming solution that reflects the Operator’s
unique brands and business plans. The Foundation platform also supports
multiple languages and currencies and is scalable to support thousands of si-
multaneous players.

INTRALOT places security as the cornerstone of its operations and
consequently has become the first International lottery vendor certified
by the World Lottery Association (WLA) Security Control Standard cer-
tification along with ISO/IEC 27001:2005 certification.

INTRALOT, publicly listed on the Athens Stock Exchange since
1999, closely associates the growth and development of its business op-
erations with the promotion of the concept of Corporate Social Respon-
sibility, contributing to the enhancement of the quality of life and the
cultural development of the local communities in which it operates.

INTRALOT plays an active role in the International gaming commu-
nity and contributes decisively to the future development of the industry.
The global company is a member of all major international gaming as-
sociations, including the World Lottery Association (WLA), European
Lotteries & Toto Association (EL), the North American Association of
State & Provincial Lotteries (NASPL), CIBELAE (the Hispanic associa-
tion that covers South America and the Iberian peninsula), as well as the
Gaming Standards Association (GSA) in the USA and the Asia Pacific
Lottery Association (APLA).

GTECH: ;s a leading gaming technology and services company, pro-
viding innovative technology, creative content, and superior delivery.
GTECH is a single source of accountability for online central systems,
system design, flexible retail solutions, game development, marketing ser-
vices, and ongoing support operations worldwide. GTECH leverages, it’s
parent company, Lottomatica S.p.A., the world’s largest commercial lot-
tery operator and a market leader in the Italian gaming Industry. GTECH
and Lottomatica together create a fully integrated gaming technology,

end-to-end, full-service lottery solutions provider — a combined company
with worldwide scale, considerable financial strength, and industry-lead-
ing customer solutions.

Our core strengths are secure, high-volume transaction processing;
network integration; infrastructure development; and government con-
tracting. Our mission is to maximize these capabilities and deliver supe-
rior performance and added value to our customers in the lottery industry,
gaming venues and commercial services sectors.

GTECH Overview

As a global leader in the world’s online lottery business, the name GTECH
is synonymous with the industry it pioneered and helped to build. GTECH
is a full service technology and business solutions partner catering to all of
the systems and support needs of online lottery operators worldwide. This
comes from GTECHs ability to analyze the specific needs of each customer
and to design solutions that meet the widest array of operating requirements.
Excellence in software design, point-of-sale, instant ticket design and printing
(GTECH Printing Company) video lottery terminal manufacturing, full suite
of self-service vending solutions, local area network/wide area network com-
munications, sports betting/new media expertise, and central system installa-
tions on six continents are the hallmarks of GTECH’s technical and customer
service competencies.

Lottomatica Overview

Lottomatica is a leader in the Italian gaming industry, with a dedi-
cation and focus on responsible gaming and corporate social responsi-
bility. Lottomatica has built an extensive real-time, online distribution
network, with approximately 190,000 terminals in 90,000 points-of-sale
throughout Italy (including approximately 17,000 points-of-sale where
Lottomatica provides only Processing Services for third parties), com-
prised of tobacconists, bars, petrol stations, newspaper stands, and mo-
torway restaurants. Since 1993, Lottomatica has been the sole conces-
sionaire for the Italian Lotto game, which is the largest online lottery in
the world in terms of wagers.

GTECH Gaming Solutions

GTECH provides complete gaming systems technology to Govern-
ment sponsored machine gaming programs as well as commercial and
Native American gaming venues. GTECH is a single source of account-
ability for online central systems, system design, game development, mar-
keting services, and ongoing support operations worldwide.

The combined strengths and experience of GTECH and its subsidiar-
ies ATRONIC and SPIELO, leading providers of gaming machines and
related services, make a powerful partnership in the supply of technology
and support services to the worldwide gaming market.

GTECH New Media and Sports Betting
GTECH’s New Media & Sports Betting division, GTECH G2, is com-
prised of four subsidiaries — Boss Media, St Minver, Finsoft, and Dynamite
Idea — focused on providing software and services in the Internet and
sports betting market. The goal of this division is to become the leading
Continued
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provider of best-in-class sports betting and interactive white label solu-
tions and services to the regulated commercial and government-spon-
sored gaming industry.

The over arching strategy of GTECH is to bring all of these capabili-
ties together to future-proof our customers and maximize revenues for the
good causes that they support.

International Game Technology (IGT): specializes in the
design, development, manufacture, distribution and sales of gaming ma-
chines and systems products worldwide, as well as online and mobile gam-
ing solutions for regulated markets.

The parent company’s name—International Game Technology—re-
flects its global reach, its product emphasis and its history of technologi-
cal innovation. The growth of IGT can be traced directly to the expan-
sion of the casino industry and the ascendance of gaming machines as the
primary revenue drivers for the modern casino floor.

IGT is the global leader in creating games that players love. With
the industry’s largest library of spinning reel, video reel and video poker
games, IGT offers operators and players an unrivaled gaming experience.
The hallmark of IGT’s game development success is to consistently de-
liver fresh, engaging content that balances flexible configuration options
and proven profitability with unparalleled graphics, rich sounds and im-
mersive game play concepts and bonuses.

IGT has been involved with video lottery markets from the very be-
ginning in 1989, when South Dakota was the first state to implement
video lottery gaming utilizing a Central System technology to monitor
the video lottery terminals. IGT has worked with every video lottery
market that has been created since then. IGT is proud to be the only
gaming company to provide machines in every video lottery market in
the United States. This history and unmatched experience in the video
lottery market helps IGT provide a wealth of knowledge and expertise to
regulators and operators.

IGTs priority is to develop even better games for all segments of the gam-
ing industry—including video lottery markets. By offering the most modern,
specifically tailored products, the Company is able to help lottery customers
compete with traditional gaming markets and border-state competition.

Through IGT’s innovation and considerable investment in research and
development initiatives, the Company has led the industry with numerous
technology firsts that help the public gaming sector “level the playing field”
between video lottery jurisdictions and traditional casino markets.

IGT has a strong history of leadership in the video lottery market and
will continue to be a leader for many years to come. The Company is
proud of the partnerships we have developed with our existing lottery
customers, and we will continue to offer our experience, expertise and
support to emerging markets.

Since the company’s beginning, IGT has offered gaming operators and
players the best in gaming entertainment. Today IGT products still stand out
on the racino/casino floor by featuring exhilarating game play combined with
industry-leading products and technologies. We will continue to develop
those partnerships by providing the best-performing games and systems, and
we will continue to create solutions to help our customers succeed.
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Pollard Banknote: is one of the world’s leading full-service lottery
suppliers focusing on all facets of instant ticket production, including re-
lated programming, design, and marketing support. Our company also
supplies pull-tab tickets, bingo products, and comprehensive lottery man-
agement services to a growing list of customers worldwide.

Pollard Banknote was founded as a commercial printing operation in
1907 and became a specialized security printer of stamps, stock certifi-
cates, bonds, and other documents in 1974. This combination of graphics
and security printing experience led to a successful transition to instant
lottery ticket printing in the mid-1980s.

In 2005, Pollard Banknote, a private, family-owned company since its
founding, went public—a change that strengthens our commitment to the
lottery industry and enhances the company’s ability to continue to compete
and grow within it. Listed on the TSE, Pollard Banknote currently provides
instant tickets and related services to more than 45 clients, including many of
the largest and most respected lotteries in the world.

Pollard Banknote operates five manufacturing facilities across North
America. These facilities are located in:

e Winnipeg, Manitoba, Canada

e Ypsilanti, Michigan, U.S.A.
Barrhead, Alberta, Canada

e Sault Ste. Marie, Ontario, Canada
e Council Bluffs, Iowa, U.S.A.

Together, these five operations total over 510,000 square feet, employ
more than 1,100 staff, and provide numerous production lines through
which we are capable of manufacturing approximately 18 billion ESS
tickets annually.

Pollard Banknote has now served the lottery industry for 25 years and is an
active member of the World Lottery Association (WLA), the North Ameri-
can Association of State and Provincial Lotteries (NASPL), and the Asia
Pacific Lottery Association (APLA). Our efforts have earned us a reputation
as an honest, reliable, and innovative partner.

Sound executive direction, continuous investment in advanced equip-
ment and infrastructure, compelling new products, and consistent mar-
ketplace successes ensure that our company remains a leader in the lot-
tery industry. Today and going forward, lotteries throughout the world
can count on Pollard Banknote’s ongoing presence as a solid contributor
and dedicated supplier to the lottery industry GTECH New Media and
Sports Betting

GTECH’s New Media & Sports Betting division, GTECH G2, is com-
prised of four subsidiaries — Boss Media, St Minver, Finsoft, and Dynamite
Idea — focused on providing software and services in the Internet and
sports betting market. The goal of this division is to become the leading
provider of best-in-class sports betting and interactive white label solu-
tions and services to the regulated commercial and government-spon-
sored gaming industry.

The over arching strategy of GTECH is to bring all of these capabili-
ties together to future-proof our customers and maximize revenues for the
good causes that they support.

Pollard
Banknote
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MONDAY,
NOVEMBER 15
5:00 pm to 7:00 pm

Welcome Reception!

TUESDAY,
NOVEMBER 16
9:00 am

Paul Jason, PGRI, opens the conference
sessions

SESSION: Multi-jurisdictional super-jack-
pot lotto games: United We Stand What

is the next step? How will the marketing,
promotion, pricing of the super-jackpot
games change to drive continued growth?
How can the performance of the entire
lotto category be improved with better
product differentiation and market segmen-
tation? Can brand strategy and advertising
be nationalized? Specific initiatives of focus
include $2 game in the U.S. and Lotto Max
in Canada. Additionally, implementation of
these games (and the multi-jurisdictional

It’s been over 40 years since Peter Drucker, in “The
Age of Discontinuity”, talked about how change and
the destabilization of markets can be turned to work
to our advantage. The rate and complexity of change
have increased, but the principle that change and
discontinuity always opens way more doors than
they close remains relevant today. Even with their
many constraints, Lottery operators are absolutely
in the catbird seat. The power of their brand, their
reputation for integrity, their direct connection with
millions of consumers, their massive network of re-
tail distribution, their public service mission, all con-
tribute to a most formidable competitive advantage.
Lottery Expo is about leveraging that advantage for
the benefit of the Good Causes and tremendous
public service that government-sponsored gaming

Internet poker game in Canada) required
operators to break through barriers to
collaboration. Collaboration is so key to the
future success of lotteries. What are the
obstacles to further collaboration and how
can they be overcome?

* Rebecca Hargrove, CEO Tennessee
Education Lottery

* Margaret DeFrancisco, CEO Geor-
gia Lottery Corporation: An Industry at
the Crossroads — will it be Stagnation
or Innovation

* Terry Rich, CEO lowa Lottery Authority:
Critical Mass of Players — \What it Means
for the US Lotto Games. Now that the
US lottery market has reached critical
mass, how do Lotteries leverage their
brand marks and promotional oppor-
tunities to partner for greater success?
Terry Rich, MUSL’s Marketing Chair, will
discuss the ideas for promoting these
well-known brands, as well as how
industry leaders are laying the national
marketing and PR foundation for a new
premium game.

* May Scheve, Executive Director
Missouri Lottery

¢

operators support.

¢ Jean-Marc Landry, Category Man-
ager, Ticket Lottery, Atlantic Lottery
Corp.: LOTTO MAX

PLATINUM SPONSOR
PRESENTATIONS

¢ Jim Acton, Vice President Business
Development, MDI Entertainment

¢ Ken Arnold, Founder & Chairman Cy-
berArts, an INTRALOT SA company:
Online Gaming Internet Gaming — The
Future is Now. Lottery operators are
positioned better than anyone to be
the face of gaming for the consumer
and the one-stop Player User Interface
for games. This presentation will focus
on how Lotteries can use the Internet
to become the Consumer User Inter-
face for gaming.

Noon to 1:00 pm: Lunch
AFTERNOON SESSION: Internet
Poker and casino-style gaming are
evolving rapidly in Europe and Canada.
Communicating with political constitu-
ents, the media, and the general public;
Guaranteeing security and integrity of
the games and personal information;
The importance of scaling-up quickly
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for social networking and “peer-to-peer”
games (like Internet poker), are all topics
to be addressed.

Salim Adatia, CEO of TST, a Gaming
Lab’s (GLI) Company: Advantages of
Regulations in a Digital World: Game
fairess, player protection, integrity

of systems and criminal activity are
being safely and effectively regulated

in jurisdictions around the world. New
technologies enable the regulator to
prepare for a future that includes digital,
interactive, and internet-based gaming.

Simon Holliday, Director H2 Gam-
bling Capital: Interactive Gaming:
Threat or Opportunity to Traditional
Lottery Games? The proverbial “first
mover” advantage is critically impor-
tant to success in i-gaming initiatives,
especially in peer-to-peer games

like poker. Counselor to investment
bankers Simon Holliday explains the
stages of market development in
i-gaming and how lotteries can con-
solidate their position in the most vital
link to the next gen’ gamer.

Michelle Carinci, CEO Atlantic Lot-
tery Corp.: The Evolution of Internet
Gaming: The Canadian experience.
Challenges and opportunities, the
landscape today, the future before us,
and the path beyond tomorrow.

Martin Kon, Partner and Head of
Media, Entertainment & Leisure, Oliver
Wyman Group (Advisors to IL Lottery in
its initiative to outsource the manage-
ment of the state lottery to a private
manager). Creating and Capturing New
Value in the Lottery Industry — explor-
ing ways to drive unprecedented, and
sustainable financial growth. Lessons
from lllinois- and beyond.

PANEL DISCUSSION: New ownership-
management models are being applied
to government lotteries. What are the
pros and cons of the different models?

PLATINUM SPONSOR
PRESENTATIONS

Suzanne Hardin, Senior Integrated
Marketing Manager, Licensed Prod-
ucts, Pollard Banknote Ltd. The Gam-
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ification of Life: Consumers respond
positively to businesses that turn
everyday transactions into an oppor-
tunity to entertain. Games entertain.
And who knows games better than
Lottery? Lotteries’ knowledge of the
mechanics of games and what makes
them fun empowers them to be lead-
ers in this new cultural and business
phenomenon: the Gamification of Life.

William Scott, Vice President Strategic
Business Development GTECH G2

Alex Kelly, Vice President New Media
Sales & Business Development IGT

“THOUGHT LEADERSHIP” PANEL
DISCUSSION: /mminent Action Plans:
The commercial community is a tremen-
dous resource for innovation and posi-
tive change. What do they see as the
most important, big-picture, paradigm-
shifting trends in consumer and player
behavior that will shape the future of the
gaming industry? And what should lot-
teries be doing now to position them-
selves to take full advantage of those
macro-trends?

PANELISTS: Ken Arnold, CyberArts;

Alex Kelly, IGT; Suzanne Hardin, Pollard
Banknote; Michael Lightman, Scientific
Games Corp.; Wiliam Scott, GTECH G2

5:00 pm to 7:00 pm

Reception

WEDNESDAY,
NOVEMBER 17
9:00 am

Conference reconvenes

MORNING SESSION: Government Ex-
pansion into Electronic Games is chang-
ing the gaming environment for lottery
operators in major ways. The complexity
of portfolio management, the challenge of
maintaining alignment between all our dif-
ferent stakeholders and constituents, the
challenge of keeping up with technological
change and changes in consumer prefer-
ences - all of this increases exponentially.
It also spells huge opportunity for govern-
ment lotteries to consolidate their position
of dominance as our industry moves into

Gaming 2.0.

Ethan Tower, Protocol Director of
Gaming Standards Association:
Advancements in Player User Inter-
face (PUI) technologies promise to
transform the “gaming” experience
into an entertainment and full-fledged
services experience.

David Schwartz, Phd., Professor
and Director of the Center for Gaming
Research at University Nevada in Las
Vegas (UNLV)

Wayne Lemons, Director Delaware
Lottery: Crossover Happens: Let’s
Make it Work for Us and Not Against
Us. The multi-tasking new age player
has become a moving target. They
love variety, migrating between
games, channels, and venues. How
can the operator create the synergy
between traditional lottery, video
lottery, table games, sports bet-
ting, internet and other new games
and channels in ways that keep this
energetic consumer engaged?

Stephen Martino, Director Maryland
Lottery

PANEL DISCUSSION: Q & A Session

Tom Shaheen, Vice President of
Business Development Ling3: What
if You Could Double Your Distribu-
tion Outlets?! The ATM technology
that transformed the banking indus-
try 20 years ago is poised to do the
same for lottery. In collaboration with
state lottery commissions and lottery
operators, Ling3 has developed the
secure protocol for lottery transac-
tions on ATM'’s and other unmanned
points of sale.

12:30 to 1:30 pm: Lunch

AFTERNOON SESSION: Integrating
new games, channels, and media with
traditional lotto and scratch-offs. Cross-
promoting for optimal overall impact on
the entire product portfolio. Forward
looking lotteries are integrating tradition-
al lottery with the Internet, Social gam-
ing, and extended-play gaming experi-
ences. Second-Chance Drawings are a
fabulous start, but just begin to tap the
incredible potential. Creating a mutually



supportive relationship between channels will engage the
support of the retailers and produce superior results for
the lottery operator. How will land-based retailers fit into
the integrated model of the future?

¢ Jenny Canfield, Director of Operations Minnesota
Lottery: Internet Strategies for Lotteries: How and why
internet strategies complement and position the Lot-
tery for present and future growth. Minnesota progress
to date and future plans to integrate traditional games
with internet components such as interactive games,
2nd chance drawings, purchasing and social media.

* George Parisot, Director Montana Lottery: Online
Player Loyalty Programs: Our customer interacts with
us through more and more “touchpoints.” Retail stores,
your lottery website, and now we can add an entirely
new mix of social media marketing tools. Integration is
key. A Player Loyalty Program ties it all together, creat-
ing an affiliation that engages the player across this
ever increasing number of games, channels, media,
and promotional campaigns.

e Clint Harris, Executive Director Minnesota: Lottery
Subscription Services: Presenting an internet venue
of purchasing for players in Minnesota while maintain-
ing high standards of responsible gaming and being
compliant to state and federal legislation.

¢ Joan Borucki, Director California Lottery: If You Build
It, They Will Come — The Ultimate Interactive Players’
Platform — The advantages and the challenges with
Callifornia’s plan to transform its informational website
to a player-focused, entertainment destination.

PANEL DISCUSSION: Q & A Session
J. Canfield, G. Parisot, C. Harris, J. Borucki

COFFEE BREAK & SPECIAL
SURPRISE TREAT

The General Counsel Perspective: Keeping your lottery
compliant with state and federal regulations: Q & A Session
with Kurt Freedlund, Sr. Vice President and General Coun-
sel of Georgia Lottery Corp. and Dale McDonnell, Asst.
Director and General Counsel of the Minnesota Lottery

PANEL DISCUSSION: Not for the Faint of Heart: Imagin-
ing a future of gaming and lottery exploding with incred-
ible potential for the bold and progressive operator. Who
and what will be the agents of transformation over the
next five to seven years?

PANELISTS: Tom Shaheen, Ling3; Rick Weil, Sciplay;
others TBA

5:00 pm:
Conference Adjourns ¢

Lottery terminals
with a sense of family.

Tailor-made solutions
for maximum cost efficiency?
Only in the best families!

The KeWin multimedia, KeWin micro and KeWin check
maintain the family tradition of fitting exactly into the individual
terminal mix in line with the lottery ticket volume of the sales
outlet. As a result of outstanding flexibility, efficiency and
availability, the KEBA terminal family ensures that tailor-made
solutions are also the most cost-efficient.

“hep

KB A

Automation by innovation.

AT:  KEBA AG, Gewerbepark Urfahr, A-4041 Linz, Phone: +43 732 7090-0
Fax: +43 732 730910, E-Mail: keba@keba.com
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The last couple of months, online gambling has become the focus of the
debate in the European Union. Not only on the legal but also on the politi-
cal level. Like the early case law of the Court of Justice of the EU defined
games of chance to be an economic service of a very particular nature, we
see that the road towards the regulation of online gambling in EU is also
far from common.

In 1992, during the Edinburgh Council, the Heads of State and Govern-
ment decided that there was no need for an EU regulation on gambling.
Based on the principle of subsidiarity, it was not deemed necessary at that
time to find a common approach regarding games of chance, since the na-
tional level seemed the most appropriate to regulate these services of a
very particular nature. When afterwards the online provision of games of
chance in Europe increased exponentially, the application of this principle
as such did not change but the facts of the European market clearly did.
18 Years later, the EU Member States are still considered to be the most
appropriate level to regulate and control games of chance in the EU, but
the reality of the online market clearly requires a coordinated approach
between all the EU Member States in order to maintain and enforce their
national restrictive gambling policy. Today, the EU Member States are no
longer capable of regulating and controlling all aspects of gambling on their
own, given the essential transnational nature of online games of chance.

That being said, games of chance have proven to be a sector in which
any political debate is particularly sensitive. The normal institutional play
between the EU institutions has been turned upside down, in order to come
where we are today: namely Member States discussing common challenges
of cross border gambling services in the Council and the Commission’s in-
tentions to adopt a Green paper on online gambling early 2011.

Indeed, in principle, any kind of policy initiative in the EU starts with
preparatory work of the Commission, including a stakeholders consulta-
tion, which leads to the adoption of a Communication or Green paper. If,
based on that consultation, it seems an EU initiative would be appropriate
and desired, the Commission will address certain options in a White Pa-
per, followed by a genuine Commission proposal on the issue. For internal
market matters, such a proposal will be drafted by the Commission services
responsible for the internal market (DG MARKT). Such a proposal will
be discussed, and amended, by the European Parliament and the Council
(consisting of the EU Member States), who are the two main decision-
making bodies in the EU. Both the Council and the European Parliament
need to agree with the final text. This is the way it normally goes. Regard-
ing gambling services, the road towards the first stage of any kind of Com-
mission initiative has been very different.

Indeed, in the gambling sector, we are confronted with a vast series of
rulings of the Court of Justice of the EU since 1994. There is probably no
other sector, not regulated on EU level, in which the Court was required to
deliver so many judgments which had an important political connotation.
After more than 15 years of EU legal proceedings, the Court of Justice of the
EU is clearly fed up with playing the political arbitrator. As one of the judges

Philippe Vlaemminck & Annick Hubert

The Regulation of
Online Gambling in the EU:
An Extraordinary Roadmap

explicitly pointed out, in the absence of any secondary legislation, the Court
has no other option than to apply the rules of the Treaty. This is no longer
feasible in the area of games of chance. This tendency of the Court to implic-
itly push for a EU framework on gambling services was rather obvious in the
most recent rulings in the Markus Stoss and Carmen Media cases.

After being confronted with a huge amount of legal proceedings be-
fore the Court, the representatives of the Member States before the CJEU
started discussing this particular situation in an informal way. Based on
this discussion the initiative was taken by a couple of Member States to
set up an ad hoc Council WG to discuss the matter of gambling services in
the EU. The French Presidency, the second semester of 2008, has started
the political debate within the Council, followed by the Swedish, Spanish
and Belgian Presidencies. During these discussions the Member State have
pointed out their common concerns and problems generated by the online
provision of games in the EU. The current Belgian Presidency is focusing
its activities to reach council conclusions, which would be a first real com-
mon position of the Council on the issue. This would be a very important
political sign from the Council to the Commission about those gambling
related areas which, according to the Member States, need a coordinated
approach. Getting there is not easy as it requires an unanimous decision by
all 27 Member States and, as it stands today, the views of several Member
States are still often very different.

At the same time, in February 2010, the new Internal Market Commis-
sioner Barnier, announced its intentions to come up with a Green paper on
online gambling services. The push of the Member States in the Council
towards the Commission, and the aforementioned signal of the Court not
to be able any longer to rule these cases based upon the Treaty principles,
are very important for the Commission to have enough support for a con-
sultation on this very specific matter. So, contrary to what is usually the
case, the Member States of the EU have pushed the Commission to take
an initiative in this area, given the tremendous problems that are caused by
online gambling and the difficulties encountered by the Member State to
unilaterally tackle illegal gambling.

The Green Paper of the Commission is aimed to determine, based on
the broad stakeholders consultation, whether an EU initiative would be
useful and appropriate. The Green paper will consist of a description of
the main concerns and a list of question in that respect. This Green Paper
will only lead to a further policy initiative on EU level if it is needed and
wanted. [t will not lead automatically to a legislative proposal by the Com-
mission and will not necessarily lead to any harmonization in the field of
games of chance. Nonetheless, the initiative of the Commission is very im-
portant for all stakeholders and governments, to finally obtain some legal
certainty at a moment in a time when many Member States are feeling the
pressure on national level to open up (partially) their gambling market. It
seems that, after 15 years of battle on different levels, both the EU and the
Member States are now ready to reflect together on a political solution to
guarantee a sustainable environment for gambling services in the EU. 4

[1] Philippe Vlaemminck is the managing partner of Vlaemminck & Parmers, a Belgian law fum specializing in EU & WTO law and for more than 20 years substantially involved in defending the cause of lotteries at all levels

(internet, privatizations, regulatory approaches, ...). His e-mail address is Ph.VIaemminck@ulaemminck.com

[2] Annick Hubert was previously a State Attorney of the Belgian Department of Foreign Affairs, legal representative of the Belgian Government at the Court of Justice of the European Union and the European Free Trade Area
Court. She is a partner of the EU law practise group of Vlaemminck & Partners. Her e-mail is A.Hubert@Vlaemminck.com

g




ARE YOU
GAME FOIR
INNOWVATION 7

& SAFRAN

Morpho

As a leading manufacturer in the gaming industry, Morpho is active worldwide and has already delivered more than 180,000 lottery
terminals. More than our capacity to meet the market’s current needs, it is our commitment to provide the most innovative solutions that
enables us to meet your future requirements. www.morpho.com

.
=)
I
g
£
o
o
n

Morpho - AG - imagesource



http://www.morpho.com

AWORLD OF
POSSIBILITIES

e 3
- T —
3 10% LETTER O3 -
g ot
! 0* |

Tap into the investment power of a global leader in the lottery and gaming industries and 7
gain access to a broad and rich portfolio of products and services designed to help you %
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