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WE SPEAK YOUR LANGUAGE

With more than two decades of compelling games, cabinets, and central systems tailored to unique VLT
environments, SPIELO International™ delivers top-performing products with an accent on experience.

SPIELO International. We Speak Video Lottery — Let's {alk

For morg information, call 1,800.561. GAME (4263} or 506.878 6000
Emall ug al lotteéry. gaming@spielo.com S I I E I_ D
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Add Sparkle to Your 2nd Chance Promotions with Bejeweled”

Every 4.3 seconds, a Bejeweled game is sold. This global brand appeals to the masses and creates
compelling lottery games and 2nd chance promotions that attract both core players and the emerging
market. Dazzle your players by launching a custom Bejeweled game complete with a multi-level, 2nd
chance promotion and social-media-driven sweepstakes. GPC offers 100% turnkey support for all
2nd chance promotions, from design to implementation and tracking to fulfillment.

Ta fearn more about Bejeweled 2nd chance promotions visit us at wwwogtechprinting.com or scan the OF code on the botvom left corner of this pege with your smartphona.
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Subseribe to our new Daily

Mews Digest. Industry news nets
reparied here as saon as it hits the
wires. Gathered from hundreds of
publications, government agencies,
lotteries, commercial firms, and
news wires from all around the
world, wew PublicGaming.com

is the most comprehensive news
and information resource in our
industry. PGRI'S Marning Regort
is our waekly electronic newsletter,
providing you with & synopsis of
the previous week’s industry news

PGR Institute is much more than &
niews agorecater, We follow-up on
the news to deliver the parspective
and genuing insight you need to
underatand the gaming industry and
how it is likely to evalve. Any ques-
tionz or comments, e-mail Paul
Jason al pjason ;
cam or call U.S. + 425.449.3000.

Thank yaul
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So small

So powerful

YOUR Genius Terminal

INTRALOT is proud to introduce its newest innovation, Genion, an extremely versatile,

aglle, robust and very compact terminal serving retail clerks' requirements, as well as

players' self-service needs. Genion performs flawlessly as a Digital Play Slip Reader,

Game Validation and Payment Terminal, Ticket Checker, Players' Club Access Point

and Player Advertisement Display, all in one very compact unit.

Genion is the perfect choice for forward-looking Lotteries worldwide that wish to offer

to their retailers and players a miniature terminal that guarantees maximum performance.

intralot

www.intralot.com

Fasponsibls Gaming is an magral part of INTRALDT s solutiona. Cur state-of-the-art technoiogy and operatioral expertee enakls us imolement responsible gaming practices
an bahal! of our custormeans, At INTRALDT.. we care a LOT.
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Isn't there a point of market maturation,
or even saturation, where the prodent
business strategy is to minimize operating
costs and Focus on sustaining profitability
and not so much on innovation and
arowth? Like, maybe when your per
capita sales are already 50% higher than evervone else’™sT And the
number of retailers per cap’ is already preater than 110007 Well,

it's true that like many operators, the Massachuseits Lottery had o

cut costs and advertising. But that did not stop them from setting
ambitious growth targets and figering out how to accemplish them, 1t
is such a powerful story that T asked MASS Lottery executive director
Paul Sternburg if he would please be willing o tell it in his own words,
The result is a revelatory glimpse into the tee nature of innovation,
and the capacity for a grounded vision combined with tenacious project

management o make a real impact on the business, and create the
products and strategies that excite the consumer and drive sales.,

Laottery Expo will be held at the Trump Miami Beach Hotel from
October 22 1o 25, This will be a three-clay event. The first clay {23rd)
will focus on North America. The last day (25th) will focus on Latin
America, Canbbean, Mexico, And the middle day (24th) will be a
combination of the two, We are very pleased and honored 1o welcome
a strong contingent of Latin American lottery executives i Lottery
Expw. The theme of Lottery Expo is inspired by a quote from Abraham
Lincoln: “The best way to predict the future is to create it”. All around
the world, Team Lottery is taking the initiative to create its own future.

TECH WRKS FOR ME

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

customers like they are special, But just as important is the fact that
GTECH, working with the lottery, treats me like I'm important too;
they are always there for me. When | let Denise in GTECH product
marketing know my scanner wasn't working well, right away

From the Publisher

Paul Jason, CEQ, Public Gaming International Magazine

More than ever, lottery leaders are having the vision (o embrace the
benetits of progressive innovation and collaboration; and the guts w
implement the vision even though the reward for accomplishing stretch
gouls may be small and the conseguences for miss-steps lage, As

the interviews in this issue attest, the change-agenda so necessary for
progress can be adjusted along the way, but progress and innovation
marches on.

Check out the amazing transformation that Latin American lotteries are
undergoing as we speak. Technological platforms and communications
infrastruciure are being transformed by the movement 0 wireless
communications, not just in the consumer world of B2C, but perhaps
more importantly in the B2B context. Entire new networks of

PO are being built on wireless platforms, enabling moch broacer
distributional reach and enabling a lower threshold of POS sales for
the store to be profitable. The result 1s increased sales that result from
mereased consumer access W lotery products, mereased profitability
for hoth retailers and lottery operator, a more efficient business model
that channels a higher portion of revenue towards prizes and profit
instead of overbead, and a wechnological platform that is totally next
generation, It would appear that in many ways, technological progress
is happening faster in Latin America than in most of the mature
miarkets in other parts of the world.

Benjamin Gonzalez Roare introduced an agenda of innovation into a
heretofore conservative market and lottery operation. [Uis an amazing
story and will perhaps become a beacon for how lottery can zo from

GTECH® is an advecate of secially responsible gaming. Our business salutions empawer customers to develap parameters
ard practices, appropriate to their needs, that become the foundatiaon of their resporsible gaming programs
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zero o sixty kilometers per hour in record tme. Like most stories of
great leadership, it requires not just vision, but the guts to implement a
change-agenda in spite of the fact that we never have 1009 visibility
for what the futore will bring. Like Mr, Gonzalez Roaro, our other
inferviewees also speak o our Lottery Expo theme: They are acting to
create the future that no one can predicl,

Fiibio Cleto operates within g rather unigue business model. CAIXA
is the largest government-owned bank in Latin America, the Brazil
national lottery is operated as a division of the bank, and Mr. Cleto

is the executive in charge of that national lottery. Not surprisingly,

the change-agenda in that framewaork is subject to a more studied
approach. The dynamics of the Brazil National Lottery speak to a
wide variety of owner-management issues, and how that in the enc,

all operators are working 1o achieve the goal of optimizing funds

for public service, protecting the players, and accelerating the rate

al progress o keep pace with the market-place and the consumer,
Francisco Tarra Argna 15 embarking on an ambitious two-vear plun
te modernize the distribution of lottery products in Costa Ricn. And,
like most lotteries in Latin America, Trinidad and Tobago have a long
history of lottery, The chairman of the national lotteries of Trinidad
and Tobago, Mitra Mahalbir talks about how and why it is so0 key to
integrate the traditions of a centuries-old gaming culture into new game
concepts, melding tradition and contemporary pop culture in ways that
resonate with the consumer,

Ag lurther preparation for Lottery Expo and our desire 1o onderstand
the LatAm markets and lottery operators, Tusked three of our
commercial partners to explore these issues from a real rubber-hits-
the-road perspective. Erik Dyson (GTECH), Luke Wedl {Scientfic
Ciames ), and Vangelis Apostolakoponlos (TINTRALOT) drill down
intor what makes this market tick. What are the consumer trends that

are common to all markets including Latin America? And on the
other hand, how do the differing consumer markets, gaming cultures,
regulatory structures, and business climates drive different approaches
towards accomplishing lottery operator objectives? Mot surprisingly,
the real story defies my impulse 10 over-generalize with easy maxims!

I want to thank GTECH, Scientific Games, Spielo International, IGT,
aned Polfard Bankrote [or their editorial contributions. The brain-trust
resident in our commercial partners s an invaluable resource and we
appreciate their willingness to share. As always, GTECH delivers a
call-to-action, challenging us to not just recognize the ways in which
lottery can be most responsive o transformative consumer trends in
retailing, but to take action, OFf course, [ especially like the tag-line
for GTECH s Retail Technology Concept Laborarory: “Create the
Future”, 1 asked Scientific Games to give us an analysis of the Latin
American lottery market that is based on actual sales performance

and trend-line data, W interpret the data and ilustrate s meaning

with real-world examples, und w help us o understand why LatAm

15 the fastest growing regional market in the world. Done, thank yvou.
A conversation with executives at Spielo International turned into

this apropos eye-opener about how and why wireless for electronic
zames is totally ready for prime-time. The security and efficiencies of
wireless communications are proven, and the benefits to all operators
in the supply chain that supports electronic games more compelling
than ever. Pollard Banknote and 1GT explain how the markets for
Instant tickets and electronic games are evolving quickly in Latin
America and how operators can position themselves W oplimize the
tremendous growth polential.

Thank vou all for your support. T welcome your feedback, comments,
or criticisms. Please feel free to e-mail me at pjason@publicgaming.
com.

a technician installed a new one. They always make me aware of new
technology, and ask for my opinion on how their ideas will work with . al
customers, That kind of hands-on support from GTECH has helped me

grow my lottery sales and keep mycustomers happy”

Karan Pathania, Convenience Plus, Ehode Island Lottery Retailer

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

GTECH’

Architects of Gaming
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Revamping the
Game Portfolio &
Increasing Sales
at a Mature Lottery

By Paul R. Sternburg, Executive Direc-
tor, Massachusetts State Lottery

The Massachusetts State Lottery is celebrating & milestone
this vear with forty vears of successful operation under its belr,
Since selling the first game ticket in March 1972, the Lottery has
amassed some astounding aecomplishments and numbers thal have
positioned the organization as an induwstry leader. Some of these
include: generating $86 hillion in sales, awarding $38.8 hillion in
prizes, returning $18.8 billion in net profit w the state, and payving

I..'.I.
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Version 2
Reworked play area,

Version 1

define “lucky numbers” area.

Version 3
Changed fonts to make
inserting pumpkins to further game title & callouts more
legible, changed colors in

$4.9 billion in retailer commissions and bonuses.

What's even more impressive is that for nearly its entire four
decade-long history, Massachusetts’ sales had increased year after
year and often times exponentially, However, that streak came to a
screeching halt in fiscal year 2009 as the Massachusetts State Lot-
tery experienced its first significant sales dip with a 5,56 percent
decline. Then in 2010, overall sales declined even further with an-
other 43 percent loss, While some of that loss can be attributed o
the economic climate, it was largely due o the maturity of the game
portlolio. The bottom line 1s: i your products remain pat, sales will
flat line or Lall as player faligue sets in.

With 4 prize payoul percentage al its maximum; a retailer net-
work with deep market penetration; no appetite to jump to higher
price points; and, a lack of advertising funds to sufficiently support
product promotion, it was necessary to revamp the existing game
portfolio in order to reinvigorate plaver interest and revitalize the
Massachusetts Lottery’s game sales.

All that being said, how does a lottery get around those chal-
lenges and begin revamping a massive game portfolio? In Massa-
chusetts, we simply went back to what has made us one of the most
spceesstul lotteries in the country — we returned to the basics, This
may seund like a simple solution, but when the basics are ignored,
il immpaets the prodoct and 10 impacts sales,

Back To Basics:

We initiated our “basic training™ in early 2001 by implementing
focus group testing of plavers and retailers — a pracrice that Mas-
sachusetts had moved away from in more recent years, The retailers
were o particularly important group o lest because they are our
direct mierlace with the playing public, so ther observations on
customer behavior and imsight inte these inleractions are some of
the most valuable [eedback you can guther. This retailer feedback,
combined with responses gathered directly [rom players, provided
us with the tools necessary to respond Lo marketplace desires and
give plavers products that they likefwant.

Attractive Sells, Ugly Repels:
When marketing almost any product, i0°s no secrel thal altractive
seells and ugly repels, This is especially true when it comes o markel-

Version 5

Again swappead
background color,

Version 4

Swapped background color
to see how it lookad.

play area to provide a “pop.”
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ing instant games. As such, we overhauled the creative process and
worked to improve designs to create more appealing, attention-grab-
bing tickets. Keeping an eve for detail and sweating what could be
considered “the small stuff,” including making sure that color schemes
for games in development meshed well with existing tickets in the
marketplace; placement of call outs; size and placement of play arcas;
and, fonts, winnings symbols and background colors used, as well
as the inclusion of bonus areas, all need w0 be carelully considered
and adjusted aecordingly 1o get o Geket o the point where il can be
successlul, The smallest detanls can make the biggest dilference and
sometimes o teket i development can go through more than a dozen
revisions before final approval. For mstance, our Hallowesn-themed
ticket “Strike It Witch,” released in September 2011, underwent at
least 10 rounds of revisions before reaching the printing press, Bul, as
demonstrated below, it was the evolution of the concept thar made it
a much more successful and appealing game. The five million ticker
order of Strike [t Witch sold out of our wareghouse in just four weeks.

Instant ticket sales in fiscal year 2011 reached 53,009,000, or 68 per-
cent of our total sales. During that time period, which extended from
Taly 1, 2000 to June 30, 2001, we released a wtal of 34 zames (31
new,3 reorders). While there was an %8 million, or .3 percent, decrease
from fiscal year 2000 instant sales, it is extremely important to point
out that the portfolio was down over $33 million as of JTanuary 2011,
However, when our new management team was put in place in Febm-
ary and immediately began muking changes to the portfolio to refresh
offerings and improve sales, a tum around began and the sales figures
demonstrated that the portfolio alterations were working. As a result of
the changes implemented, our team saw a $25 million gain in instant
sules over the subsequent live months, And, the strulegy continues o
pay big dividends — instant tickel sales are up almost 3229 million over
last vear's igores with three weeks remaining in liscal year 2012,

Analyzing the Portfolio:

The third step we took in revamping the portfolio was to analyze
the online draw game sales to determine which were performing as
expected, which were underperforming and in need of an overhaul/
boost to maximize sales potential, and which were in need of re-
placing with more exciting offerings.

Through that review process, it was immediately evident that

==
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“Cash WinFall,” a niche game with a seven year presence in the
marketplace, was suffering from player fatigue and generated just
$30 million in sales during fiscal year 201 1. Without delay, we he-
gan working on a strategy for a replacement game, and reached out
to the surrounding five New England state lotteries with a concept
for g regional draw game, Cash WinFall was phased out while the
new game wis 10 development and came to an olficial end in Janu-
ary 2012, “Lucky For Life™ launched in Connecticut, Maine, Mas-
sachusetts, New Hampshire, Ehode Island and Vermont on March
11, We project that sales in-state (Massachusetts only) for the new
came will ring inat 561 million after a full year in the market.

We also recognized that the Lottery could tum out more robust re-
sinlts from its second monitor game offering “The Daily Race Game,”
Sales for the horse race-themed game have plateausd at approximare-
Iy 520 million annually: the initial annual revenue projections for the
game were 5175 million. We will be replacing the underperform-
ing monitor game in early fiscal vear 20013 with a KENOstyle game
theme that hetter resonates with Massachuserts players,

What We Learned:

When an organization’s sales hit a platean or experience a de-
cling, it typically means that the strategy has gone off course and/
or current polential is maximized. If the organization’s leadership
team 15 unwilling to take a look back to the basics or fundamentals
that once carried it to success, understanding the obstacles to reach
the next level is unlikely. As | stated earlier, if products or strategy
stand pat, sales will stay on a platean, never improve, or just slump.

For an organization that was long a top revenue generator in
its industry, the Massachusetts State Loftery's experience demon-
strates how failure to integrate “the basics™ can create disconnect
with target audiences and greatly affect sales and net profit,

By reverting to our basics, we were able to take stock of what
needed to be changed in order to navigate game sales away from
further decline, while creating a plan for how to maximize revenue
generation in the short and for the long-term. Overall sales-to-date
in fiscal vear 2012 are a full 5290 million higher than at this point in
the previous vear. And with just three weeks remaining in the fiscal
year, it is likely that the Lottery will have a banner vear by surpass-
ing the past profit record of $951 million in profit set in 2006, #

YOI IF REMOYED m
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Version 6 Version 7 Version 8 Version 9 Final Version
Reworked winning symbols Further rafined winning Defined "bonus” play arsa  Updated callout tomore  Defined "bonus" play area
to ensure clanty in symbols to ensure there is to further demaonstrate accurately reflect total to further demonstrate
the marketplace, no player confusion. additional opportunity of prizes ranging from additional opportunity
to win. $10-510,000. to win.
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WON THE LOTTERY.

For micre than 20 viears, loffery regulators all around the world
have come to know and trust GLU o provide the very highes
levels of testing semvices with unsurpassed aoccuracy, integrity and
independence. That's why more lottery regulctors frust G thon
any ather fast lab. Of coursa, we are the bast in RNG testing, and
wae do so much more. In fact, we have dozens of services
fallor-made for letteny regulctors. 5o call GLs Loftery/Frofessional
senvices Division todoy, and fesl ke yvou've waon the loftery,
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Loteria
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Gonzalez
Roaro

Gen. Director, Mexico
National Lottery for
Public Assistance
(Loteria Nacional para
la Asistencia Publica)
Second Vice President
of the World Lottery
Association (WLA)
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PGRI Introduction: The Loteria Nacional para la Asistencia Publica (also re-
farred to as Lotenal) is a putlic company that was created by the Mexico Fed-
eral Government for the purpose of generating income for the Public Welfare
by selling lottery tickets. The Loteria Nacional has a leng history (242 years!)
as a beloved institution much admired by Mexican society, The Loteria began
in 1770, back in the years of King Carlos the Il when Mexico was still a colony
of Spain. Known then as "Real Loteria de la Mueva Espanag”, it had so much
success with new drawing game concepts that it influenced the evolution of
public lotteries in Europe, The system of selecting numbers to win a prize
became known as the *Mexican model” and formed the basis for the modern
lottery now known world-wide as the lotlo games. Owver the past 242 years of
operation, the Loteria Macional has helped to finance important works for the
cultlural, social, and economic development of the country, and has eamed a
special place in the culture and in the hearts of the Mexican people.

Benjamin Gonzalez Roaro was appaointed directly by the President of Mexico
Felipe Calderdn in June of 2009, Before that, he presided over the Commis-
sion of the Public Function as Sub-secretary of Public Education on ex-Pras-
idert Ernesto Zedillo’s administration, and served as General Director of the
Institute of Social Security of government employees. Recognizing the nesd
for change to deliver the full value both fo the consumer and to funding for
Public Welfare, Mr. Gonzalez Roaro immediately embarked on an ambitious
agenda to modemize lottery operations,

Paul Jason, Public Gaming: Wi
games doey Loterfa Naciona! para la Asis-
teneia Publica offer?

Benjamin Gonzalez Roaro: The Loter-
ia Macional has always been focused most
on the traditional draw games. That is why
the majority of our sales, 95%, continues
o be in the draw games, When | was ap-
pointed 1o lead the Loterfa Nacional in
2009, we increased the attention we give o
the Instants category, and electronic games
as well. We could see that these gaming
categories have been the source of signifi-
cant growth in other markets all around the
wiorld. So without compromising our focus
on tradiional draw games, we began (o de-
velop new Instants products and electronic
gumes o appeal o new Consumer groups
and build new markets. We operate elec
tronic games but not in casinos. The Loteria
Macional does not offer sports-hetting.

What percentage of vour sales i in the
Instarts categary?

B.G. Roaro: Remember that we just
started less than two vears ago with Instants

®

and so oare just beginning 1o gain traction
and build the market. Instants and electron-
ic games are now around 5% of our sales.
We project that it will be around 8% of our
sales in two vears, and that it will continue
to grow as a percentage of our overall sales,

Which womex fuve the Bigves! growih
potentiol? What s youwr focus in prodie
develapuent?

B.G. Roaro: We are developing a large
portfolio of mnternet-based pames, We are
offering the traditional games for sale on
the internet — people cun select their favorite
number and buy it online n all Loteria Na-
cional draws. Additionally, we are develop-
ing new games that will appeal especially to
the new gencration of young adults from 19
to 32 years who like to play games on the
internet, and are used to games that have a
lot more entertainment value. Also, we are
developing a new gzame model that is played
on a touch screen in the store based on the
particular interest of these particular types
of games. We are analyzing the play styles
and preferences of a new generation ol in-
fermet gamers and reinventing lottery games
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to appeal to the new styles of games that are
social, facilitate sharing with friends and
lamily, are longer playing and deliver more
entertainment value, and make full use of the
medium, like touch screens and the means
for real-time feedback with the like/dislike
[unections we see on Facebook, for instance.
We all can see the consumer trend-lines and
the direction that gaming is going. The chal-
lenge is to recast lottery games to include
the kinds of features and gaming experience
that appeal o this moderm consumer.

As the gaming markets mature, they be-
come more and more segmented. As the
market expands, the consumers divide and
subdivide mto smaller and smaller homo-
geneous player profiles, We need o create
the products that are differentiated 1o ap-
peal to those increasingly targeted profiles.
That 1s our goal: to build a wide portfolio

of products that will have a wide variety of

attributes to appeal to all the different con-
sumer play styles. For instance, there is the
high-energy player who wants faster action.
So we just developed a new electronic keno
that will be repeating every live minutes.

Lateria Nacional televises the draws in
an especially entertaining way, doesn't it?

B.G. Roaro: We had 2 seasons of a rele-
vision show in years 2000 and 2011 of a
bingo game that we called Loteria Mexi-
cang. The public had 1o buy their slips with
different combinations in our point of sales
and every Saturday ar 830 pm. It was
broadcasted as a live draw with competi-
tions and musical entertainment. In this bin-
o modality, every number was represented
with traditional images of Mexican folklore
or historic characters and places. These
images helped the game to become a spec-
tacular form of entertainment where cach
participant had their slip, The game become
not enly a contest for the jackpot, but also
a game that they played in their own home
to see who had more winnings. The tech-
nological platform detected  immediately
when a ship was sold and been completed,
Then, at that moment, the game stopped
and we knew exactly in which state of the
country the first prize had been purchased.

Both seasons were important for Loteria
MNacional, we obtained important revenues
for public assistance, But without doubt, the
biggest benefit for the Loteria was the boost
o our image and branding for the Loteria
Nacional The television exposure and the
games promoted civic and family values
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and provided great fun and entertainment
for the consumer.

Ancl the internet will be an imporiant
chiennel for the Instanis foo?

B.G. Roaro: Of course, The internet will
be an important channel for all the products,
and especially for Instants. To have a true
gaming experience, the player needs feed-
back. They want to know immediately how
they are doing, if they are winning, and what
the options are to continue to play. Instants
are all about instant fecdback, so they are
fundamentally well-suited for internel games.

Fhase poals wonld seem to depend on the
rate of corsumer adaption of internet and
wmakile. How will thar evelve over the nexr
P VoS ?

B.G. Roaro: That is the most interest-
ing part of this picture. Presently, Mexico
has seventy million users of mobile phones.
In two years we will be reaching, or more
likely exceeding, ninety million. Internet
will soon be available everywhere excepl
i the most rural parts of the country. And
the government is now planning 1o estab-
lish a system that is easy for even rural ar-
eas to have access through a program that is
called e-Mexico, The government is install-
ing wireless internet technology in the town
plazas and city centers of almost every town
in Mexico, This easy access will drive an
explosion of internet use and also adoption
of mohile technology.

This vapicd acloption of mobile wonld seem
i be guite the significant conssimer trend,
with significant implication for the lottery
buesiness, Perkaps vou can leapires an entive
peneration of land-based commmications
techrolagy and move divectly inia the next
pereration af wireless internel technelogy as
the primary diserilnation platform?

B.G. Roaro: Yes. And we have the advan-
tage that the consumer can be on the inter-
net at any time of the day from their home.
A problem that we just recently identified
is that the consumer is aftaid to ovse their
credit cards lor online purchases, To solve
this problem, wie have begun o sell a prepaid
card, Mext will be the ability 1o electronically
recharge the cards. Enabling the consumer 1o
purchase gaming products with the pre-paid
card has the additional advantage of enabling
us 1o track their play patterns, Our analyses
will now be able to tell us the penetration
in each game and the effectiveness of pro-
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motional initiatives. It will also enable us to
communicate dircctly with the individual
players, perhaps for customized promotions
hased on the games they like to play: and also
for the purpose of helping the consumer play
responsibly. Responsible gaming and cor-
porate social responsibility are of the high-
est priovity for Loterfa Nacional, As we en-
hance the appeal of the games, and increase
consumer access (o the games, we need o
take extra measures 10 ensure that the prob-
lem of addictive gaming does not increase,
Properly done, this will all lead to a healthier
and more enjoyvable consumer playing expe-
rience, as well as increased funding for the
social services that is the most important oh-
Jective of the Loteria Nacional.

This is most foscinating. You are on a fust
track towards achieving goals that seem
aut-of-reach for many lotteries.

B.G. Roaro: While | do appreciate your
comment, we are working on the same chal-
lenges that all lotteries are dealing with,
WiTve just had o fast-track our agenda be-
cause we were behind in 2009, We did not
have a technological platform that could sup-
port any of these initiatives. Implementation
ol new products, increasing distribution and
consumer access, and managing a growing
revenue stream was really not possible just
three yvears ago. Or at least not in the fashion
that the Loteria Nacional is engaged in now.

How did vou decide what o do? Was it
a farel devizion o invest in o lechnolosioal
platfora that stpports biternet g opposed
fe fvesting i expanding the land-hased re-
failer nerwork or advertising or doing other
fhinyy tht moy e el o mere predice-
able ROS?

B.G. Roaro: As a matter of fact, it was a
difficult decision. We did not have the nec-
essary [unds designated in the budger. We
had to cut from administrative and adver-
tising budgets and make other tough deci-
sions o [Tee up the necessary funding. That
is hard 1o do because there are no guaran-
tees that the new investments will deliver
the ROT within the budgeted timelines. And
there are no guarantees that the budget cuts
in other areas might not have o more nega-
tive affect than projected.

But we knew it was the right thing to
do o position the Loteria Nacional for
successful future, We hired o third party
to manage the outsourcing, establish new

s Gontirued oo page 58
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Public Gaming

Fabio Cleto

Vice President of Government Funds
Caixa Economica Federal

PGRI Introduction: Brazil iz the largest country in South
America, and the fifth largest in the world, both by geo-
graphical area and by population with owver 182 million
people. In 2011, the Braziian GDP was at R$ 5,1 trilion
(U3 2.5 trillion), which makes Brazil as the sixth largest
economy in the world, The national lotteries are a pub-
lic service that is operated by Caixa Econémica Federal
(CAIXA), which is also the largest government-owned
bank in Latin America. CAlKA-operated games include
Lotta, Instants, and sports-betting, ts flagship nation-
al lottery game, Mega-Sena, regularly produces multi-
million dollar prizes, is drawn twice a week, and pays
46% of ticket sales to prizes, Total CAIXA lottery sales
in fiscal 2011 wera BS 9,7 bilion (US$ 4.7 bilion) , of
which RE 4.5 billion (US$ 2,2 billion) was contributed to
social programs of the Federal Government in the areas
of Social Security, Sport, Culture, Public Safety, Educa
tion and Health, as well as social projects developed by
non-government entities.

ar. Fabio Cleto is the CAIKA executive who directs the
Brazil Mational Lottery, and has led the effort to modernize
the Brazil Mational Lottery over the past five years,

Paul Jason, Public Gaming: How
does @ large

CAIXA Ece

|"'.'||'-'.""-'."|’.'.'{'l|'.l'-..:-'.'l i e M) s e |.l.'.'.:.'.

financial inytitntion ke

WG ||I\.I:!l. vl e gl the

weliere the el resilis ax i heas over the
st five years?

Fabio Cleto: CAIXA is a fascinating
object of study because besides operating
as 4 commercial bank, this public company
also manages funds, programs and services

of the Federal Government, as is the case of

the lotteries, and acts as the main financial
agent for policies of housing and sanitation
projects in Brazil.

CATXA closed the year 2001 with as-
sets of nearly R 500 billion (USE 243 bil-
lion). CAINA ensures seamless inlegration
between all its activities, and adopts the
management by processes, The company
is structured into 11 vice-presidencies,
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among which there is the vice-presidency
of Government Funds and Lotteries, which
is where | have served since April/2011,
The lotteries are managed and run by the
MNational Superintendence of Lotteries and
its Mational Managements committees, This

management also includes activities that are

the responsibility of the Vice-presidency of

Service, Distribution and Business (which
administers the lottery points of sale), Vice-
Information

presidency  of Technology

(responsible for managing the systems of

CAIXA Lotteries) and the Vice-Presidency
of Logistics and Back Office (responsible

for managing the contracts and suppliers of

lottery tickets and thermal paper rolls), as
well as the Executive Director of Market-
ing und Communications, which is dircctly
linked to the Presidency of CAIXA and re-
sponsible for managing the advertising and

o

marketing of CAIXA lotteries.
CAIXA has more than 62 thousand ser-
vice points throughout the national territo

ry, of which nearly 20% are lottery points

of sales,

Yoo miele ix vice ,|'1;":"'!'.'.{|'I:'.|il' I'T “Clorveri
el II LAY |"I.|l|"|l. II (HfEries ! Ir.}l'-'lz".'-' s elivi-
SEom -:.l|'. CAMNA include arcas -:J|'.-"1'.‘tf.-‘-".--'.'.xi..'l:'n"l

v other S the Brasil Navional Lottery?

F. Cleto: | am responsible for funds man
agement, the Federal Government insur-
ances and programs delegated o CATXA,
the main one being the Assurance Fund for
Period of Work (FGTS), which was created
in the 1960s to protect the employee dis-
missed without just cause. With this fund,
the worker has the chance to form a heritage
as well as acquire their own homes, with the
resources of their account in the fund. In ad-
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dition to protecting the interests of workers,
FGTS - which in 2011 recorded assets of
ES 290 billion (US% 141 billion) - linances
popular housing programs. sanitation and
urban infrastructure, which henefit society
in general, especially low income families.

Beigfly dedcribe the tvpes of panies Ut
CAIXA offers,

F. Cleto: CAIXA Lotteries currently
have ten products in s portfolio, There are
loto games (Mega-Sena, Quina, Lotofiicil,
Lotomania and Dupla Sena), sports lottery
games {Loteca and Lotogol), Special lotto
game [ Timemania) and ticket lottery (Fed-
eral Lottery and Instant). The most impor-
tant game operated by CALXA is the Mega-
Sena, which in 2011 was responsible for
47.5% of sales — with R% 4.6 hillion (US%
2.2 billion) - its main feature is the provi-
sion of millionaire prizes,

Wohat gamies do visrexmect fo have the high-
ewt growtlh porential aver the rex two vears?

F. Cleto: We are working hard to launch
new issues of mstant lotteries, adopting
measures to make this product more attrac-
tive by increasing the payout and offering
prizes in goods, as well as the expansion of
the exchange prizes (reinlegro),

As part of the process of having special
draws on special dates, which hegan three
years ago with Mega da Virada (held ev-
ery December 31) and Quing de Sdo Jodo,
launched in June 2011 (in the month we
celebrate the day of St. John), we will start
in September this year the Lotofacil of In-
dependence and plan to launch in April
2013 the Easter Lotomania, With this, we
conclude our project of having lfour special
draws each year.

The special draws have distinctive fea-
tures: no jackpot rollover and millionaire
prizes considering the longer period o play,
which increase the sales.

Are vou introducing any significant new
vante CRaREES O REW' Same Catesories over

e met e veges

F. Cleto: We plan to launch new lofto
zames of numerical prognostics with the
aim of increasing the offer of attractive
products to players. We have also carried
oul researches and completed  projecs
about new games, We are now just waiting
for the right moment to develop and launch.

Pheves Meazil fove an effeciive weans of

eifarcing laws agaiust nalicensed internet

Pubdic Gaming Internaticnal = July/dugust 2012

warmwiny and Wegal slor machines?

F. Cleto: According to Brazilian law, ex-
cept the federal lotteries, horse betting and
philanthropic draws — whose operations are
authorized by the Federal Government as
an exception - all other forms of gambling
and gaming are classificd as o misdemean-
or, 30 pames like slot machines and bingo,
for example, are repressed by police agen-
Cles N our country.

Although there are some hills pending in
Congress addressing the topic of gambling
over the Internet, currently Brazil does not
vel have a specific legislation on this type
of zame,

CAFXA serves g varfery of nterest groages.
Conld vou explain the "staleholder”™ strie-
fire? Wl elefises the mussion and finoanciol
afrfeciives of the Nauonal Lottery?

F. Cleto: The strategic plan of the Yice-
Presidency of Government Funds and Lot-
teries of CATXA is elaborated in a participa-
tory manner. For the definition of strategic
objectives, projects and goals related 1o
lotreries, in addition (o listening (o the sug-
gestions from the employees, we work in
accordance with the guidelines of the Sec-
refariat of Economic Monitoring of Min-
istry of Finance - regulator of the federal
lotteries — and we also analyze suggestions
miade by the retailers, beyond the propos-
als of the players that are identified through
qualitative and quantitative researches.

Doey CAIXA have the authority to decide
fo fegnchy mew womes o ow (he gomes
cott be promened aod disteibned; or are
Hhere steict govermnent oversipht cominir-
tees thar make those decisions?

F. Cleto: In Brazil, the creation of new
forms of lotteries depends on specific legis-
lation. In the case of creating new products
[or the games categories thal already have
their law, prior authorization is required
from our regulator, the Secretariat of Bco-
nomic Monitoring of Ministry of Finance.
Crnce the creation of a new game is ap-
proved, CAIXA has autonomy to decide
about the distribution and promotion,

When did you sware selling Mepa-Sena
Hekets online, what percenmtage aof Moga-Se-
aa sales are onling, and what do vou project
fhe growth rade of vour onfine saley to be
ever the mesi wo yvears?

F. Cleto: The online sales of Mega-Sena
was started in April 2011 and in this first

o4

phase of the project, allows an account
holder of CATXA to play through the inler-
net banking of the institution. Currently, the
sales of Mega-Sena through this channel
represents 0.42% of total sales.

Making a conservative estimate, we cal-
culate that at the end of the next rwo yvears
online sales will reach 3% of total sales in
points of sales. We are working intensively
on this project, in order o provide conve-
nience for players.

Hew abour mobile, cell-phones?  Are
votr cble lo measire the volwme of sales
made via mobile devices? And what do vou
prafect the groweh raze to be for the mehile
channel over the next o vears?

F. Cleto: We intend to make available o
players this option to play on federal lotter-
ies, and for this we have studied the neces-
sary procedures Tor sale of games on cell-
phones. Upon the conclusion of this project
for sale of games over the Internet, we will
be able to dedicate ourselves to that theme.

Anything interesting 1o report aboul vour
plans for “social meadia” like Facebook?

We consider very important the use of
soclal media because they are an effective
wity 1o reach new groups of players, Since
Movember of 2011, CAIXA Lotteries are
on Facebook and Twitter, with information
on lottery products, revenues and social
translers, as well as calendar and place of
the draws.

What iy the ratic ol vefailery bo Consumers
i Bre=llE Pesofore as 1 i Tow, and vou weand
HY IRCYease CONSINIEE QCCeSE T the games,
do vour online and mobile distrifweion
channels affer an opportunity to leapfrow
o gpereration of technologpy based an landd-

haged communications lfrastruciure?

F. Cleto: The retailers” network of
CAIXA loteries has an important role not
only for players but for the general popu-
lation. Currently there are approximately
LLADD points of sales distributed in 4.761
Brazilian municipalities, in which consum-
ers can play and do financial and banking
transactions, and also receive social henefits
paid by the Federal Government Lo needy
population. To get an idea of the importance
of this network, we emphasize that in 2011,
the average number of transactions/day tak-
en in these units was 17.3 million, including
games and non-games [ransacions,

Despite games sales which represent
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Public Gaming

PGRI Introduction: The national lottery of Costa Rica
is operated by a division of the Costa Rican govern-
ment that manages a wide variety of social services. Its
mission is to operate the lottery for the benefit of 300
state and non-state crganizations that work to help the
most vulnerable groups of society. In the interests of in-
creasing the funds for social services, the Board of So-
cial Protection has embarked on an ambitious plan to
modarnize lottary operations over the next two years.
Implermeanting a new network of retailer terminals, ad-
justing the prize-payout structures, establishing new
distribution procedures, developing a new technologi-
cal platform, re-engineering the organizational struc-
ture to respond to a more competitive environment,
updating and improving existing products and launch-
ing new products — these are among the objectives of
the Board of Social Protection for the national lottery.
It iz an ambitious vision. Now begins the job of turming
this vision info a concrete agenda and then a reality.
The general manager of the Board of Social Protection,
Francisco lbarra Arana, describes the action plan that
his team is implementing over the next two years,

The name for "Board of Social Protection” in Spanish
is “Junta de Proteccién Social", which is shortenad
to the acronym *JPS” in conversation and also in the
following interview,

Paul Jason, Public Gaming: Wit ix the statelholder stractne
of the Casia Rice Lottery!

Francisco lbarra Arana: The Lottery is under the management
of the Costa Rican Board of Social Protection (JPS), which is a
govermmenl instilution, Operaling since 1845, IPS is one of the old-
est institutions in Costa Rica, The Board of Social Protection began
operations with a hospital and thus hecame the first institution for
social protection and security in Costa Rica. Since that time, JPS
has added w the number and variety ol ways in which il helps the
neediest people of Costa Rica. The lotery was first started in 1883,
with a draw lottery,

What pervendage of your revenne (s mode up by the droaw lottery?

FranCisco F. Ibarra Arana: Right now there are two games in the draw lot-

tery. The Loteria Nacional is our main game, and comprises 59% of

I ba rra Ara na the revenue, The other s called the Popular Lotlery, and it comprised
314 of the tofal revenues in 201 1. So, Y90% of our business is in the

General Manager two draw lottery games, Instant lottery is just 2.2% of revenues,
!
Board of Social Protection m:}::f-ffi‘?m describe-the distribution sysiem used 1o sell ihe deaw
Operatﬂr Df the NatiDnaI I—Dtter}f' F. Ibarra Arana: We have 2,100 street sellers who are selling
of Costa Rica Gonted on pago o7
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The WLA and NASPL, as well as Loto-Québec, our host for this event, look forward to greeting
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In a first for the |lottery industry, the WLA and NASPL will join forces for the World Lottery Summit 2012 in Montréal,
Canada. Through this collaboration, we aim to deliver a lottery event of unparalleled depth and quality to the members
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Public Gaming

Mitra Mahabir

Chairman,
National Lotteries Control
Board (NLCB),

Operator of the National

Lottery of Trinidad & Tobago
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TRINIDAD & TOBAGO
www.nicb.co.tt

PGRI Introduction: The NLCE oper-
ates in a market that has a long tradi-
tion of popular gaming and a consumer
base with a strong cultural heritage that
influences the ways in which the gaming
market is evohing. The NLCE needs to
stay consistent with that heritage that
loves games but is also conservative.
Combining a progressive approach to
innovation and expansion with a re-
spect for local traditions and aftitudes
is key to the success of NLCE,
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Paul Jason, Public Gaming: What oo
v see as the most inportant goals for the
NLCB over the next paw years?

Mitra Mahabir: The revenues generated
by NLCE go mostly to the govermment’s
consolidated fund, Additionally, the NLCE
sponsors a lot of Good Causes, mostly for
special programs in education, but also
cultural activities and projects to help the
needy, There are a lot of social needs in
Trinidad and Tobago and our mission is Lo
merease [unding Lo support these needs,

We are focusing on three action areas
to improve the business and increase reve-
nues. Cne, we will improve the distribution
system and make the product more acces-
sible to the consumer. Two, we will estab-
lish and re-cstablish in the minds of the
general public that the Tunds generated by
MLCEB all go o support Good Causes and
public services that make us a better soci-
ety. The public service mission is a vital
part of our brand and so we integrate that
mnto all of our marketing communications.
And three, we want o focus on develop-
ing our porifolio of games. Al the moment,
we are targeting Instant tickets. Lastly, to
reinforce the positive impression that these
changes will have, we are rebranding the
NLCE to modemize the look and image of
our agents and of everything we do,

These are important changes for the
NLCB. Our government, the citizens of
Trinidad and Tobago, and the recipients of
NLCE funding all depend on us to accom-
plish these goals, We are setting the stage
now to develop a model that strengthens the
business, and positions the lottery for long-
term siccess, There is an opportunily 1o de-
velop this industry here, and we are working
with cur online service provider GTECH,
and all of our commercial partners, and our
retailers, to build more capability into the
NLCE and deliver a brighter future for the
people o Trinidad and Tobago,

How mch fexibilivy or latitude does
the NLCB have oo decide which games are
st relevant for Your consumer — iy there
ot of steict government aversight?

M. Mahabir: We have quite a lot of au-
tonomy in terms of selecting the games
and making alterations as we see fit, Our

®

method is to study and understand the Best
Practices used by lotteries from all around
the world and apply them to our business
here in Trinidad and Tobago. So, that
means updating the games to keep them
appealing to the consumer, and also the
methods of distribution o make them as
accessible as possible, Under the National
Lotteries Act, we have that authority which
is vested in us by the minister of finance.
The Minister of Finance appoints a board
which does exercise oversight but works
hand-in-hand with the management of the
lottery to make all those kinds of decisions.

Ty wehet extend does the Minister of Fi-
mance deprerd apon the NLCE o advise I
anr how o evolve the brogder regulatory

Sramework, whether the goveramen! shewld

expend fnta mew fovms of panhling aed fow
it shonld fmplentent changes o the gaming
enviromment of Trinfclad and Tobago !

M. Mahabir: The NLCB is well posi-
tioned to understand these issues, As the
government operator of lottery, we have a
front row scal to see how the industry 1s
evolving and how changes impact the con-
sumer. The minister of finance recognizes
that and calls upon the NLCB to assist the
governmaent in strengthening our regulato-
ry framework for the gaming industry, For
instance, Trinidad has casinos, off-track
betting, and horse racing. But there is a
pressing nead for revamping and strength-
ening regulatory methods and control. So,
the WNLCB has been called upon by the
government to work with the minister of
inance to establish eflective regulatory
standards and means of enforcement.

Positioning the NLCB as a respected or-
ganization that works hard to improve the
lives of the people of Trinidad and Tobago
is a cornerstone of our mission. As a busi-
ness, we sell corporate social responsihil-
ity and commitment 1o the support of good
causes Tor society just as moch as we sell
lottery products, To that end, we work hard
toapply the Best Practices that have worked
for lotteries from all around the world.,

Whar are some examples of Best Prac-
ftoes that vou have applied o the NLCB?

M. Mahabir: We observed that Instants
have seen tremendous growth in other mar-



kets, like the UUSA. As a result of that ob-
servation, wi huve focused on growing that
category. Instants comprised 7% of our total
sales just three months ago. And now it has
grown to 109, We expect excellent growth
o continue and for Instants o have a long
and robust life cycle just as it has had in oth-
er markets. I don’t know if we'll enjoy the
twenty year life cyele that others have had
because everything changes so much more
quickly now. But growing the Instants cate-
gory is key to our long-term growth strategy.

In addition o the scratch instant games,
we have also introduced the pull-tab low
price-point games, which has picked up and
15 doing guite well in this market,

I'uatice that yeu have a black ticker.

M. Mahabir: Exuctly. That is a specific
example of Best Practices methodology.
Black was not considered by most people
to be an appealing color for instant tickets.
Olur own experience and analyses would not
have prompted us to even try a black instamt
ticket. But hlack instant tickets have had
huge success in New York, Texas, und other
states. So we tried it and now that game is
doing exceptionally well here. We're offer-
g prizes of a C class Mercedes Benz and
the entire campaign has been very well re-
ceived in the market.

Yo ferve fwe national loffo-yivie vanes,
Heom are they differentiored?

M. Mahabir: We offer a lotto game in
Trinidad called Lotto Plus. It works very
much like lotto games all over the world,
The televised draws are very popular and
an important part of this game. Lotto Plus
contributes about 7% of our revenue, The
most popular game in Trinidad is our oth-
er numbers game and is called Play Whe.
This game derived from an unregulated
and untaxed called Whe Whe, which was,
and actually still is, a very popular game.
The government implemented Play Whe
o chunnel that underground activity inlo a
resulated and taxed activity, OF course, the
anal of turning these illegal gaming markets
mto a properly regulated and taxed market
lor the protection of the player and the ben-
efit of funding Good Causes is the start of
many government lotteries. Play Whe has
now become an integral part of the gaming
culture in Trinidad, 65% of NLCHB revenues
come from Play Whe.

Wil ds Plar Whe perfarnitng so aich
hetter than Lotto Plus?

M. Mahabir: First, because Play Whe is
based on a game that was made popular [or
many decades in the underground economy,
s0 there was a huilt-in customer base. [tisa
zame that is very special and in some ways
unigue. Each number is represented by a
symbaol, There are animals, people, cultural
symhbols and fcons that we associate with
a number. So the game has more meaning
for the consumer. The choices they make
are based on something that interests them,
something more than just a number. We
try to appeal to the actual experiences and
thoughi-lives of the consumer. Thal is the
power of symbaols and that is what captures
the imagination of the consumer and makes
the game more interesting and fun, For
example, In this game, the number 10 rep-
resents a monkey, and 12 a king, and 13 a
frog, with the full 36 numbers representing
some symbol. You wake up in the morning
and go outside and see a frog, you might be
inclined to play 13 frog that morning, The
consumers feel like their decisions are be-
ing guided by their own dreams and life ex-
periences, Those feelings have no bearing
on the outcome of course, but it creates the
feeling that your decisions are being guided
by your own dreams and aspiralions. We
work hard 1o keep that model alive. For in-
stance, we have actually produced a hook
that we distribute throughout Trinidad and
Tobago to keep that associalion resonant in
the consumers” minds. 1t has been a part of
our culture for so long and we want Play
Whe to continue to appeal to that heritage.

As van g forward, de vow think that Play
Whe will grow at a faster vare than Lotto
Plus? Amed in that cave, won't Lotto Pl
everineelly become irrelevant

M. Mahabir: Play Whe is the major
part of our revenues and in that sense our
most importunt game by far. And that won’|
change for a long time. Bul we are position-
ing Lotto Plus for a new and different focus
and we actually expect it to grow faster than
FPlay Whe. OF course, Lotto Plus is just 7%
of revenues so even though the percentage
increases will be bigger, the increases in
actual revenues will still be less than Play
Whe. Butl 1o answer vour guestion. Lotto
Plus will be o very important part of the
portfolio, The strong cultural heritage of
Play Whe appeals to the largest portion of
the active players right now, which means
that we do not wani to change it too much.
We want Play Whe to remain appealing to

g

the core playvers. But all lottery operators
need 1o create new games and try new ap-
proaches (o appeal W the nesl generation of
consumers, right? That is the role of Lotio
Plus. We can innovate with Lotto Plus to
appeal to the younger adult without jeopar-
dizing the appeal of our main game for the
core player. Too, we want to develop an in-
termational association with other lotleries,
possibly join o multi-jurisdictional game
like Super Lotto, That is a multi-national
game that includes many Caribbean lot-
teries. Of course, the Instants also provide
lots of room for innovation to appeal to all
different plaver profiles, young and older
alike, We are confident that the Instants cat-
ezory will grow significantly over the next
three years and beyond.

e e pelice atfempd fo prevent the dis-
fribmtion of the illegal game of Whe Whe?

M. Mahabir: The hest way for us to
combat the illegal games is to encourage a
greater sense of responsibility on the part of
the comsumer o play the legal games, We
do that by emphasizing the Good Cogses
that NLCB supports, Additionally, we em-
phasize that the NLCB is the trusted opera-
tor. You know the games are honest and that
the winners get paid quickly.

Youw steatepy i tomgintain steady groweh
in Play Whe, and to take bolder steps 2o in-
movate in the Lotte Plus and Tnsrants games
fo Tyt Bring nonew plaver groups?

M. Mahabir: That’s exactly right, We
can only expect small incremental growth
in Play Whe. The way to increase growth
in this established game is to improve dis-
tribution, make it more accessible 1o the
consumer. We are presently increasing the
number of terminals by 253% and expect this
to result in increased sales. Six months ago,
we also introduced a third draw, Previously,
we had only two draws, one in the mom-
ing and one in the afternoon. And we are
refreshing the variety of Play Whe games,
even while preserving the essential charac-
ter of the games.

Will vor e mstelling any self-service
muchines?

M. Mahabir: We don’t have any self-
service machines in Trinidad at the moment.
But there is an opportunity to introduce some
of those, perhaps in gas stations and other
outlets, but not at our traditional agenls thal

L continuaed on page 35
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Public Gaming

Paul Jason, Public Gaming: With few
e retailers per capita in the emerging Latin
American market than in mare matire mar-
kers, fow can lorteries imcrease the nomber
af land-based retaifers?

Luke Weil: MNetworks of streel vendors
traditionally  served as the main vehicle
[or distribution of many lotlery products
throughout Latin America, and programs
utilizing them have served as imporiant
sources of employment. These network-
based social programs should continue, but
Scientific Games believes they can co-exist
alongside additional points of sale such as
conwvenience stores, supermarkets and pre-
paid mobile phone “top-up™ locations,

Hew can Latin America leapfiog o gen-
erafion af transachon-precessing  andfor
commnnications technology where there 1y
noi existing land-based infrastructre?

L. Weil: This is an important guestion and
one we cerfainly think abour, In truth, you
can do virtwally everything required ai the
point of sale (excepr perhaps, printing) on a
smarphone—so wireless networks have ob-
viated the need for landline communication.
We're already seeing products and services
traditionally reserved for POS terminals
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Luke Well

Vice President, International Business
Development - Latin America
Scientific Games Corporation

PGRI Introduction: PGRI is making a special effort to cover Latin America
lotteries, to understand how they operate, identify some of the potential op-
portunities as well as some of the obstacles to growth and how the market-
place iz likely to evolve over the next two years, Luke Wail pointed out that
Latin America is not one big homogeneous market, but in fact a diverse region
with a wide variety of lottery models, gaming cultures and distribution chan-
nels. Luke offered to share some insight into what makes this region tick,
and how Scientific Games is helping iz Latin Amercan customers accomplish
their goals and be positioned to optimize the full potential of one of the fasiest

growing markets in the world,

migrating to mobile devices, and we expect
that trend for secure transaction processing
to continue and to accelerate, particularly in
markets lacking traditional lottery system
and  transaction-processing  infrastructune,
which can be guite capital intensive,

Whin ave some af the magt impartant
frends in Larin America with respect o the
games and the wavs in which Larin American
eqnsuners purchase or access the gomes?

L. Weil: The trend in Latin America now
15 o move from traditional lotteries, olien
with munual drow, W clectronie lotteries
— especially in Chile, Mexico, Argentina,
Brazil, Peru, Uruguay and Colombia, Many
Central American countries, though, remain
predominantly focosed on traditional pre-
printed draw games, Looking ahead, we be-
lieve the trend will be to use the internet and
mobile devices o deploy lottery products
and services. We also see enormous poten-
tial in instant tickets—'raspados’— which
is Scientific Games” largest husiness area in
Latin America.

Whent ix the timeline for adoepfion of in-
ferned and  mobife fechnalogies, efv. in
Latine Amieriva? Wil perveringe of the

propstilation has e-miail addresses and mio-

®

bile phones? Are there strategies thar pmgl
coecelerate the vate of adoption?

L. Weil: There are roughly 231 million
people with internet access in Latin America,
or about 1% of the population. That num-
ber is growing rapidly, even though 31% of
the population lives below the poverty level.
Cell phone penetration s neardy 100% in
Latin America; in Mexico, Brazil and Ar-
gentina, smart phone penetration is already
25%. Clearly, opportunities involving the
internet and mobile wechnologies exist 1o-
day, and Scientific Games is pursuing them
aggressively, We believe these technolo-
gies will be key drivers for growth in Latin
America in the near future and beyond. By
continuing to educate the industry and our
customers about opportunities and the value-
add Scientific Games can bring, we expect Lo
see mereasing adoption of new echnologies,

What are the Latin American consumer
irends and which games seem to be grow-
ing, what are the abistacles o growth and
wiltal are some possible solutions, what are
the biggest opportunities and what is need-
ed to vapitalize on them!

L. Weil: The World Lottery Association
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Latin American Lotteries Key Contributor
to Global Lottery Growth

From Mexico City to Buenos Adres, across a region of the
Americas where the Romance languages of Spanish, Portu-
guese and French are spoken, and the cultures are many and
vastly different from country o country, there is a growing
passion for lottery.

Lottery sales in Latin America were considered one of the
major growth drivers for the 13% increase in global lottery sales
last year, according to the World Lottery Association. Partici-
pating Latin American lotteries recorded an aggregate increase
in sales of 15.7% for 2011 compared to 2010,

Latin America

] NORTH AMERICA
B CENTRAL AMERICA
| CARIBBEAN

] SOUTH AMERICA

Santiago *

“Latin America, alongside the Asia-Pacitic region, grew faster
than any other region globally, What's most exciting about the
region 15 that you have very robust economic development and
al the same tme a relatively underdeveloped gaming market-
place, particularly in the area of instant games,” said Luke Weil,
Vice President ol International Business Development - Latin
America for Scientific Games. “There is additional growth
potential from the modification of pavouts, because the lotteries
here have traditionally only paid out 30% in prizes. Now,
almost all of the Latin American lotteries are working to
increase payouts. In the next 5 to 10 vears, we expect to see
some very important growth in these countries.”

In countries elsewhere around the world, payout percentage
increases have been impactful, Virtually every ULS, lottery has
implemented higher prize payouts in recent years as a simple,

d

but effective strategy that has proven to pique player interest
and increase game sales, The highest performing LS, lotteries
now allocate an average of 60% to 75% ol total sales for player
prizes, depending upon the games, and they manage perfor-
mance with annual strategic plans as well as category manage-
ment services.

In 2008, Banca de Quinelas increased prize payvouts from 43%
to 50% in Uruguay, and the lottery experienced a 43% increase
in sales over the next three years. This success factored into
regulators passing recent legislation to allow the lottery to
increase payouts up to 73% beginning in Avgust 2012, This
summer, the lottery has also embarked upon a focused
campaign to refresh its games, increase the number of games
and expand promotion of the games,

S8G Provoloto, formerly, Grupo Provo, now a wholly owned
subsidiary of Scientilic Games, also experienced an inerease in
sales when payouts increased. Another strong reason for the
lottery’s growth has been incorporating plobal best practices for
distribution and category management services in one of Latin
America’s largest and most populated countries.

The lottery moved from four to eight product dispensers as part
of a retail development program that expanded Provoloto's
presence at retail locations throughout Mexico and drew more
attention to the games.

MILLION

$2407 | $243.4|

MILLION § MILLION

$185.6

MILLION

2008 = 2009 = 2010
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“As with any retail product, it is all about presenting the
lottery’s games in the most exciting way,” said Jeff Sinacori,
Wice President of Retail Development for Scientific Games.
“We are highly focused on working with lotteries to train their
sales torce and their retailers based on profit per square foot
analysis, hest practices in merchandising, shopping pattern
evaluation and effective product displays.”

MDI Entertainment’s licensed entertainment brands have been
popular in Mexico. Recently, Provoloto launched a “Marvel's
The Avengers™" game based on the popular superheroes’
maovie. In a two-month time period, the game sold 1.5 million
tickets — generally the amount a game sells over eight months in
Mexico, Other licensed products such as Star Wars, Indiana
Jones™ Pink Panther™, Huevocartoon®, Flinkstones and
PAC-MAN™ have also been successlul
plavers.

Provoloio plans to roll-out the instant game Sueldazo in
Mexico over the next few months. In other Latin American
countries, such as Ecuador, Chile, Argenting and Uruguay,
lottery playvers love Sueldazo. In fact, the game has become one
of the most played instant products in the region because its
“win for life” prizes appeal to many cultures where people
dream of a better life.

Adsa, a division of the communications company Televisa, also
runs a lottery and betting market in Mexico, The lottery offers
plavers both nstant and draw games, and several casine halls
called Play City.

Orver the last 10 years, the lottery in Ecuador has experienced
significant growth. The creation of hybrid games, which incor-
porate an instant component into draw games, has attributed to
the growth. The hybrid games, which represent 42% of the
cames in Ecuador, are popular with players because they
provide the excitement of an instant win with the anticipation of
winning a big prize when the drawing takes place at the end of
the week,

The most recent success in Ecuadoris a $1 instant game called
Raspa Bingo — Scratch Bingo — based on the traditional game of
Bingo with a prize of $10,000. In Ecuador, Bingo was a very
popular game played at street locations, in some places with up
o 300 players. However, in late 2011, new government legisla-

with  Provoloto
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tion banned Bingo outlets and casinos throughout the country.

“We saw this as an opportunity to launch the new Raspa Bingo
product as an alternative for live Bingo and the success of the
game was literally instant,” said Tomas O'Rorke, Brand
Manager for Loteria Nacional, “Raspa Bingo is now our
number two product in terms of sales, But the key to this s that
the ticket captures and delivers the live Bingo experience.”

As for licensed branded pames in Ecuador, Erika Carvajal.
Brand Manager for Loteria Nacional, said the lottery is explor-
ing additions to its game portfolio, but success will depend
heavily on the selling power of the brand, Thus far, the besi
selling licensed brand games in Ecuador have been car-themed
such as Chevy Camaro and the Ford F130 truck.

The lottery™s bigwest sales force in Ecuador is the canillitas —
or street vendors — who sell more than 80% of total sales for the
lottery, Recently, the lottery opened sales distribution channels
in supermarkets and pharmacies. The lottery also operates sales
venues called punto de raspe — which means point of scratch —
and games are sold through its website.

*We have been working with Loteria Nacional to implement
worldwide best practices with point of sale in Ecuador. to
increase the price points and prize structures of the games, and
to fully develop the instant product,” said Weil.

For Operalot in Venezuela, there have been no instant ticket
games for about seven years, Afler unsuccesstul attempts to
develop the instant marketplace with another provider, Oper-
alot partnered with Scientific Games o launch an instant game
in January 2012,

o4



“We sold 90,000 tickets in the first month and by May we were
selling 300,000 tickets a month,™ said Gabriel Nunes del Arco,
an Operalot spokesperson. “We plan to launch a Major League
Baseball™ (MLB) game in the next few months that we think
will strongly impact the market because Veneruelans are crazy
about baseball, MLB will help people here get to know our new
instant prodocts,™

Satticge, Chile o home to Scientific Games Latin America. where instanl gome
tickets are produced for lotteries in the region and arcud the warld

The lottery is also now working with Scientific Games to
develop the distribution channel in Venezuela, which Nunes del
Arco accredits as the main reason for steady sales increase since
the instant ticket launch in January.

Throughout Latin America, Scientific Games has implemented
various components of the company’s Cooperative Services
Program (CSP), which incorporates global best practices for
instant game category management. It is custom-designed for
every lottery jurisdiction to optimize performance by engaging
players, developing retailers and expanding promotions. CSP
programs can include game creation and development, inven-
tory management, inside sales, field sales, warehousing, distri-
bution, retailer recruitment, promotions, advertising, marketing
and other services. In 2011, the company’s CSP customers
globally experienced an 8-9% average growth in instant sales.
Currently, eight of the top 10 instant ticket lotteries in the world
participate in a customized CSP program with Scientific
Games,

50 Provoloto 1s the closest model we have to a full Coopera-
tive Services Program m Latin Amerca,” said Weil, “We are
working with other lotteries in Lalin America on s0me compo-
nents of CSP and have invited them to visit our CSP facility in
Florida to see the impact that integrated instant tickel manage-
ment can have on sales.”

Just this vear, two brand new lotteries launched in Peru:
Mycrocom, which is part of Mycrocrom Venezuela and Windy-
plan. a Korean company that has begun exploring the lottery
business in Latin America.

Based on the exciting growth happening now in Latin
America, this 15 an area of the world that may be making global
headlines in the lottery industiry over the next decade, #

Instant Game Production in
Latin America

Where: Santiago, Chile
Who: Scientific Games Latin America
{one of six global printing facilities)

When: Since 2005
What:

Capacity - 1.2 Billion Tickets per Year
(2x4 equivalents)

Diversified Product/Service Mix:
Fan-Folded Instant Games

Traditional Lottery Games

Hybrid Lottery Games

Promaotional Games

Telephone Cards

Marketing and Sales Support Services

Supplier to lotteries in:
Dominican Republic
Chile
Ecuador
Mexico
Paru
Uruguay
Venezuela
Asia-Pacific ragion
Australia
More: 115-140 Employees
150 9001:2008 Certified
Exceeds all Chilean Environmental
Requirements
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Public Gaming

Erik Dyson

Senior Vice President,

Latin America and Caribbean

GTECH Corporation

PGRI Introduction: | posed a straightforward challengs to Erik Dyson, How
can we expand the markets and increase sales in Latin American and Carib-
bean lotteries? Part of the answer is to be flexible to adapt to and take full
advantage of the unigua circumstances and opportunities of each individual
micro-market. The other part of Erik's answer, thankifully, is to provide lots of
detailed examples that flustrate how different solutions have produced some

truly great outcomeas,

atin Americo aid Larifbaéom micirhel

Erik Dyson: While 1 have not had the
experience o work in other lotlery markels
around the world, what has struck me most
(in my five years working in this Region)
is that it is in fact a very diverse part of
the world that must be carefully analyzed
country by country. Starting from the high-
est level, Latin America and the Caribbean
have very little in common with regard o
culture, language, and consumer behavior
patterns — so they must be addressed in dif-
ferent ways. For example, while we group
them together (for business management
reasonsh we actively work to segment these
two very distinct markets with local exper-
tise, understanding, and oversight,

Taking this down to the country level, we
also have repeatedly Tound (in our 28 vears
working in this part of the world) that great
differences exist between countries that are
partly the result of the historic development
of each country, current sources of econom-
i wealth, geographic location, size and in-
fluence of indigenous groups, etc. — so there
15 truly no “one size fts all” upproach that
leads 1o long-term success. What is popular
in the Dominican Republic does not neces-
sarily mean it will be popular in Barbados,

Even within countries (regardless of
sizeh, we also have found very inleresting
regional and local variances that drive buy-
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ing hehavior and preferences. For example,
in Mexico, our pariner (Pronosticos para la

daily fixed odds number game, Tris, that
siells disproportionately in the southern por-
tions of the country. This is similar to the
experience we have seen in other Caribbean
countries. And it is different than what we
see in the rest of Mexico — that Lotto jack-
po games are the most popular.,

Finally, cur customers span the tull spec-
trum of business models from product sale
customers {as we have iIn Argentina) to fa-
cility management operations (which in-
clude Jamaica, Trinidad and Tobago, Chile,
Mexico, and the Dominican Republic) to
outsourced operalor contracts (as we have in
Colombia and throughout a number of Ca-
ribbean islands), Each model has been devel-
oped, based upon the local environment and
situation, and clearly requires different skill-
sels and customer engagement stralegies.

While we start at the macro level, we then
quickly have to work with our customers o
drill down to the local level (taking inlo ac-
count the business model) to ensure we are
addressing the products to the customer’s
local preferences and desires.

What are somie of the most fmpoitdit
trride: by Latim- América-and the Ca
with respect o the wane portfolio

E. Dyson: As has been widely discussed,
lotteries today face the reality that very little

S

new on-line content has been recently de-
veloped to introduce into markets and de-
liver material growth, With that said, our
customers have diligently looked @t their
game portfolios and made seemingly small
changes that have deliverad fantastic results,

Our customer in Jamaica, Supreme Ven-
tures Limited, has been at the forefront
of engaging their players in order to un-
derstand what they want and then coming
back with game innovations that are truly
appreciated. For example, their core game
“Cash Pot™ {a one digit fixed payout game),
wits being drawn twice per day and players
expressed a desire to have more frequent
draws to fit their changing lifestyles. A
third daily draw was introduced which saw
a 16.5% increase in sales. Six yvears later,
a fourth draw was introduced that resolted
in an additional 10% increase and these
increases have been sustained, While not
revolutionary, this evolutionary approach to
the bhase business has vielded great results
for the lottery and the govermment,

Another example is our customer, the
lottery Mational Lotteries Control Board in
Trinidad and Tobago, which recently made
modilications o their popular Pick 2 game
that has resulted in sales increases in excess
of 43%. They modified the base price, top
prize, and subsidiary prizes — to address
player comments — and the response has
heen truly overwhelming.

With regard to instant tickets, | would



point to the example of the introduction of
the 510 price point in the Caribbean jurisdic-
tioms that make up the Leeward Islands Lot-
tery Company (which are owned and oper-
aled by GTECH). Conventional wisdom had
dictated that high price point games were not
possible outside of the ULS, and Europe —
yet when we introduced this price point we
saw sales morease by an overall average of
1 5% and now this price point makes up 18%
ol the overall portfolio. This has vel again
proven true in Trinidad where we had pre-
viously stayed away from higher price point
games (the highest was TT$20). In 2012, we
mtrocduced a TS50 price point game which
resulted in Instants sales increasing by 41%.

These are just a few examples where we
have worked with our customers (o under-
stand the true customer wants and then de-
veloped thoughtful strategies o successfully
arow the husiness. While we have made great
progress, 1 leel that the opportunily stfl ex-
ists to further refine and improve on-line and
mstant portfolios 1o bepelit all stakeholders,
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E. Dyson: While there 15 always room 1o
grow the number of retailers, [ am convineed
that retail optimization is where the greatest
return exists for our customers. What has in-
trigued me, as 1 travel around the different
jJurisdictions to visit with retailers, is that no
retail trade style is guaranteed to be a suc-
cess, Our best retailers range from dedicated
lottery shops (in Argentina) to multi-service
kiosks (in Colombia) 1o "mom and pop
shops”™ in Trinidad and Tobago — in fact, our
best retailer in Mexico is a shoe stone!

I recently visited some small towns, near
the north coast of Jamaica, and saw retailers
that average sales greater than 510,000/week
— el they were little more than small kiosks,
The reason they were successful, however,
i5 that the agents truly saw this as their busi-
ness and actively delivered customer service
ta the plavers, day in and day ouf.

I don’t believe the answer is to just put
out more terminals to get to some finan-
cial metrnie, but to clearly develop fAexible
models and explain the value proposition o
the specific retail trade stvle that is being
approached. For instance, the conversation
with an individual entrepreneur i com-
pletely different from the conversation with
the manager of a hypermarket, In Colom-
hia, we now have over 800 small stands (at

the enlrance o major grocery stores) gener-
ating great sales because we have agreed to
manage this, on behalf of the store, and take
away the operational 1ssues for them.

Also, looking more closely at gengraphic
distribution and consumer traffic patterns is
key o the success — we can have two retail-
ers next to each other (with very different
customer bases) that can be successtul. On
the other hand, small towns that may not be
able to support sales for a lottery terminal
can be viable once we overlay other ser-
vices (bill payment or cell phone top-ups)
to the product offering to achieve wide geo-
graphic coverage, For example, we have
worked closely with our lottery customers
in Chile, Colombia, Jamaica, Trinidad and
Tobago, and Barbados o offer cell phone
top-ups. over the lottery terminal, lo offer
as an additiomal product 1o retailers and thus
make more locations viable,

This type of creative and flexible ap-
proach is where we focus most of our time
and energy, as we discuss with customers
how to maximize their retail networks.
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E. Dyson: [nlerestingly, many countries
i the Region were the first to enthusiasti-
cally embrace technologies that addressed
their needs, even though they were con-
sidered “cutting edge” at the time. At first
hiush, the fact that these markets embraced
technological innovalion may  seem sur-
prising. But when onc understands that the
legacy communications svstems in place
did not meet the needs, this is actoally
completely logical. For example, we have
pioneered the use of GPRS cellular tech-
nologies in a number of countries |{Mexi-
co, Dominican Republic, Chile, Jamaica,
Trinidad and Tobago, etc.) that leverages
the existing cellular networks, This has al-
lowed us to deploy terminals in far wider
geographic footprints, at a reasonahle cost,
while still ensuring levels of service that our
customers require. Given this willingness to
embrace innovation, | am confident that the
lotieries will continue 1o welcome creative
solutions that allow them to expand their
presence in cost effective vet reliable ways.
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E. Dyson: Mobile phone penetration ex-
ceeds 100% in most countries, yet the pre-
dominant method ol payment s on a pre-
paid hasis {vs. postpaid models commeon in
other parts of the world), Given this, the mi-
gration to cell-phones (for lottery products)
continues to be slow and | do not foresee
that changing in the short term.

Internet penetration, however, is quickly
growing and this scems o be a more dynamic
area where our customers are turning their at-
tention, In Chile. our customer (Polla Chile-
nia) has been at the forefront of introducing
their products - today they offer a compleie
suite of on-line games, electronic instants,
sports betting, and social games via the In-
ternet. Even with constraints on prize payout,
this approach has helped to ensure that they
exploil this developing distribulion channel as
a first mover. This is the model we are seeing
others exploring and believe will continue 1o
growy and expand in the coming years.
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E. Dyson: The higgest obstacles we face,
as we look ar growth, also are the biggest
opportunities. By that, 1 mean that many
countries still have regulatory structures
that pre-date electronic lotteries and most
certainly never contemplated distribu-
tion channels like the Internet or cellular
phones, For example, our newest customer
(La Junta de Proteccion Social in Costa
Rica}, had to have legislation enacted to al-
low them to change fundamental aspects of
their games (payout, distribution of prizes,
etc,) in order to have the ability to launch an
international bid for a provider of services
for their new electronic lottery. This process
took many veurs and during this time they
have not been able to capitalize upon this
proven segment of the markel o generate
additional revenues to fund good causes.

Many other jurisdictions in Central
America and the Caribbean face this chal-
lenge and it takes a concerted effort, by pov-
croment and other stakeholders, to make the
necessary legislative changes to allow them
to enter the electronic lotlery markel, What
is most unfortunate is that when no govern-
ment regulated provider is operating in the
lottery space. the market is often filled by
illegal operators who pay no taxes, who are
not concerned about player welfare, and do
not contribute to good causes, &
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Public Gaming

Vangelis Apostolakopoulos
Chief Executive Officer, INTRALOT de Peru

PGRI Introduction: The mar-
kets, gaming cultures, and political
structures vary widely throughout
Latin America. Mot surpnsingly, so
too do the regulatory and taxation
models, A model being adopted
with more frequency  throughout
the world is to license the opera-
tion of the government lottery to a
commercial company. INTRALCOT
SA& is one of the major global sup-
pliers of terminal systems, sports-
books, and other gaming products
and services to government gam-
ing operators. As its wholy owned
subsidiary, INTRALOT de Peru is
a licensed commercial operator of
lottery, sports-betting, and other
gamas in Peru, Vangelis Apostola-
kopoulos discusses the huge po-
tential for the industry in Latin Amer-
ica, and the ability of INTRALOT de
Peru to contribute to this industry
that supports Good Causes — or
"Beneficiencias” in Peru.
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Vangelis Apostolakopoulos: The Peru-
vian constitution of 1993 guarantees open
market conditions in uny business segment,
including lottery, The Lotlery Operations
are governed by the government law #21921
established in 1977 whereby: Lotteries can
be established by any Non-profit organiza-
tions {Beneliviencias) under the control of
the state institution of INABIE There are
more than 106 Beneficiencias throughout
Peru. Lottery operations could also be es-
tablished by private operators in purtner-
ship with o Beneficiencia.

lhe games and their payout structures are
established by each lottery committee within
the scope of every contract signed between
operators and their Beneliciencias, Intralol
in Peru currently has agreements with the
Beneficiencias of the Cities of Huancayo
and Jaen. The lottery brands all belong o
Intralot, and the contracts with the two Ben-
eficiencias are renewable every 3 years,

How muoch autonomy does INTRALOT

o

de Peru have to launch new games, decide
how the games can be promoted, and how 1o
distribute the games? Are there sirict gov-
ernment oversight committees that makes
those decisions? And who defines the mis-
sion and financial objectives of INTRALOT
de Perw (the sovernment, INTRALOT, ora
combination of the reo?)?

Mew games are launched in cooperation
with the Beneficiencias that we are work-
ing with. Decisions about what games to
launch, the payout rates, game rules, and
prize structures are made by the estahlished
lottery committees with each Beneficien-
cia. Intralot de Peru defines the appropri-
ate channels and overall retail strategies (o
secure optimal success for the business ancd
the sale of the products,

V. Apostolakopoulos: Intralot offers
a varicly of Lottery and Sports betting
games. In the lotlery calegory we cur-
rently offer traditional numerical lotto
type games {Tinka, Kabala, Gana Diario)
. Digit games (Super 3 and Fechaza ), in
teractive  games and, last bul not least,
[nstants. In the category of sports  bet-
ting, we offer the traditional Toto game
and FOB . However, we are completing
the development of new fast-action games
such as Kino and Monitor / Virlual games,
which will be launched within the nexi
couple months.
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V. Apostolakopoulos: The numencal
games represent the majority of our business,
Sports Berting is very promising, and In-
stants now represent slightly less than 10%.,

V. Apostolakopoulos: We cxpect that
Sports Betling will increase its share sig-
nificantly, when players ger more educated,
since it is a skill game and the market ma-
tures gradually. The Instants market should
also inerease, The current penetration level
of Instants 15 very low and we are introdug-
ing new games that we expect to appeal to



the consumer and drve sales.

V. Apostolakopoulos: Yes. We are
about to introduce Kino and other games
through Multi-media visual content for the
first time to the Peruvian Consumers. And
we are planning 1o make changes o our
Lotto games 1o make them more artractive
to the plavers. In addition, we are currently
exploring the possibility of introducing
Racing for Lotteries by offering a  number
of virtual races,
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V. Apostolakopoulos: The retail market
15 still wery much based on the small busi-
nesses which number more than 230,000.
The so-called modern retail channel (malls
and supermarkets )} is growing rapidly
and in 2011 has a penetration of around 30
32 %, That is still one of the lowest in the
region. The retailers are compensated for
their sales via a commission scheme over
the sales. The average commission rate that
they receive is around 1012 %
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V. Apostolakopoulos: Iniralol  de
Peru has its own strong retail network com-
prised ol 1000 POS and in parallel is also
operating another 1000 POS through retail
agents, Making the products more accessi-
ble 1o the consumer is critical 1o long-term
success, So we are increasing the number
ol POS s, But we are adding retailers selec-
tvely, Just as important as increasing the
number of retailers is the goal ol improy-
ing the elliciency and return on invesiment
[rom existing POS™, We really want Lo
[oecus on developing highly dedicated and
productive retailers.
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V. Apostolakopoulos: We have heen
testing the online market since late 2008
However, it wasn't until early 2010 that we
introduced our new portal and e-commerce
platform that has enahled us to promote and
sell our games online,

PIOSIOE B residry

V. Apostolakopoulos: Owver  the
past flive years, Tour lollery operators en-
tered and then exited the Pern market. The
cxtensive retail network and the strong
consumer brand  awareness ol Intralol
products proved 1o be very big ohstacles
for them to overcome. Since 2003, Intralot
has been dedicated 1o building the mar-
ket and establishing the retail networks,
trademarks, brands, and products that
will meel and exceed the expectations of
the consumers, the Beneficiencias, and all
our stakeholders. More importantly, we
are always locused on continual improve-
ment. We want to continuously improve
the quality of our retail network, the prod-
uets, and o maintain the high standards
of customer service. Our success strategy
is to constantly innovate and offer new
games which reinforce Intralot’s strong
presence in the market. The Peruvian loi-
tery market is not hig enough to support
multiple operators. Insofar as Intralot de
Peru serves the market in this fashion, and
with continuous investments, it is difficult
for any other operator to establish a viable
operation in this market.

V. Apostolakopoulos: Consumer pref-
ercnces  differ widely throughout Latin
America, There are many different mar-
kets with many different play styles and
gaming cultures. For example, the Chilean
market 15 a jackpot driven market; in Ar-
gentina and Colombia it is driven by the
digit games such as Quinela; in Ecuador
the instants have a good share of the lot-
tery marker, In Peru, there are around 70K
casinos / gaming arcades, so the Peruvian
consumer 1% very much used o the games
and play styles found in those venues, like
slot machines, The Peruvian consumers are
not as accustomed Lo lottery and sports-bet-
ting games, These segments are still in the
development phase. However, at this stage,
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the existing lottery market appears to be a

jackpot-driven market. Intralot de Peru is

developing a broader consumer hase by in-
troducing new games that appeal to a wide
variety of play styles and preferences.
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V. Apostolakopoulos: The online chan-
nel is becoming more and more nmportant,
all over the world, Sales are increasing and
we know the trend-line is positive for inter-
net distribution of all products, including
lottery games, However, at this point, the
percentage of sales that are transacted over
the internel remains very low, There 15 a
potential to grow further, but based on cur-
rent trends and market data about consumer
habits and penetration ol the Intemel, we
project that online sales will represent a low
single digit percentage for the next couple
ol yeurs

Whar 1y i

V. Apostolakopoulos: This channel
is not yet developed in Peru. We are selling
our products through the tradittonal SkS
system, but the volumes are indeed wery
small. Nevertheless, we believe that there
is potential in this channel and therefore
we are in the developmental phase of creat-
ing the necessary tools to make the products
available 1o the consumers on their smart-
phones in the near future,

¥. Apostolakopoulos: Yes. We have
been using You tube | Twitter and Facebook
. Facebook has proven to be an especially
successlul platform for interacting with our
consumers. OF the social media platforms
in Peru, Facehook has an 82% penetration
and 1s estimated o have around 8 million
users, It also is estimated to be on around
11} million computers with internet access.
However, the e-commerce is not yel de-
veloped as it is estimated that only around
2.5% to 3% of the internet users have actu-
ally purchased something online,

L Continued o page 3G
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Wireless Gaming:

The consumer demands
it. And now that

security is even better
than wired gaming,
progressive operators
are delivering it.

BY BHARAT GADHER, SR. PRODUCT MANAGER,
SPIELO INTERNATIONAL

Orwver the last decade, consumers have benefitied from the lower costs
and large number of secure mobile devices and applications available
on the market. They're comfortable with the level of security built into
these phones, tablets and laptops. Bused on this experience, these con-
slmers, as players, are now poised toadapt to wireless paming,

As server-based gaming makes its way into our industry, are
distributed VLT gaming operators ready to make the most of on-
demand networked technology by provide wireless gaming?! For
these operators, system, device and game security is paramount.
Yet the notion of wireless raises guestions about just how secure
these networks can be,

Orperators may not be aware that security advances and on-line diag-
nosties have the potential o make wireless networks in distnbuted VLT
operations even more secure than wired networks. Additional layers
of security are available so operators can offer a state-of-ant wireless
gaming experience that’s tailored w the unigue needs ol distributed
VLT operations, and that's both tamper-proof and economical. This
mini white paper offers a brief outling of the extent and multiple layers
ol securily options [or distibuted VLT suming operators,

Why go wireless?

Player preference is one ol the key drivers of any new gaming
technology. By its very definition, wireless gaming offers freedom
and mobility to players, so they can sit wherever they like within
a retail operation in order o play. Wireless gaming can aliract new
types of players who prefer using mobile devices over the tradi-
tional Electronic Gaming Machines (EGMs).

As well, a wireless mobile program enables retail operators (o
henefit from more gaming activity on their finite floor space, be-
cause of wircless and mobile devices” minimal footprint.

However, traditional EGM-based operations can also benelil
from a wireless infrastructure,

In a wireless configuration, floor networks do not need to be laid
oul in advance, and floor plans can be changed without a need 1o

Pubdic Gaming Internaticnal = July/dugust 2012

rewire the floor. For retailers with small spaces and floors that do
not easily accommodate hardwiring, wireless EGMs make deploy-
ments and the movement of terminals much easier for new and es-
tablished sites - saving time and operational costs.

For those upgrading their program o support the higher band-
width required for Game to System™ (G25¥) protocols, it's more
economical to upgrade to wireless, rather than wired Ethernet con-
nections between the VLTS and the sile controller.

For operators establishing new programs, a gaming program
based on mohile devices means significantly lower capital costs,
because mobile devices are more alTordable per unit that traditional
ECGMs. Likewise, installation costs are lower, because it's more
cconomical to create a wireless network than a wired one.

Finally, wireless and mobile gaming is perfectly suited 1o central sys-
tems that deliver Server Based Gaming and networked gaming, which
allows content to be uploaded instantly on demand. Indeed, wireless
gaming appears 1 be part of the natural evolution of networked gaming.

Wireless: built-in security

Consumers have embraced wirgless and mobile products, in part
because the devices have proven to be secure, Today, almost every
mijor bank offers secure wircless banking trunsactions through mo-
bile devices.

This is hecause strong encryption and authentication standards
already exist in WPAZ2, IEEES02.xx und MAC ID filtering, the set
of secority standards for wireless local area networks (WLANs)
that provide the hasis for wireless network products.

These types of safeguards also happen Lo be the basic building
blocks for the gaming industry. This buili-in security is the first pow-
erful layer of defense for wireless and mobile gaming programs.

However, existing security technologies do not take the unigue
needs of distributed Y LT markets into account,

In distributed YVLT markets, additional security features are re-
guired in order to:
= Prevent activation of unauthorized devices
+ Prevent activation and use after authorized hours
= Limil use only within the retail site
* Slop ampering, such as changes (o game meters and game data
+ Enable age verification

Distributed VLT wireless: more secure than wired
Additional specialized security features tailored to distributed

VLT environments can ensure g lamper-prool program. These lea-

tures could include the following:

+ Encrypted licensed tokens

* Geo-lencing

+ Dongle-based security access for authorized players and retail
OPCrators

+ An inlegrated access point al the site controller and centralized
management in the data center

Licensed tokens can be generated, distributed and managed he-
tween the central system or site controller and the distributed gam-
ing devices, crealing a secure private wireless network where only
mobile devices with active and authenticated licensed tokens can be
activated at a specific retail location.

Geo-lencing of retail boundaries through the use of Radio Fre-

o Cortiruiad on page 35
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STRATEGIES FOR INSTANT TICKET

SALES GROWTH

Worldwide, instant tickel sales continug to be strong with sales
growing by nearly 50% over the past 10 years. Morcover, for lotteries
in Latin America, with average per capita sales of approximately $4,
as compared to $97 in North America, there is ample opportunity to
increase Latin American lottery sales of instant tickets for the benefit
ol each jurisdiction’s beneliciary programs.

Follard Banknote has an established and demonstrated reputation
for helping lotteries drive their instant ticket sales, and reach new
sales highs. The implementation of Pollard Banknote's Best Prac-
tices, a strategic retail and merchandising plan and the integration of
new technology are all means by which Latin American lotteries can
immediately lake advantage of sales growth opporlunities,

Pollard Banknote's Best Practices: Attract and Retain Players

The integration of Pollard Banknote's Best Practices is a proven and
successful strategy for introducing new products and overseeing the
lifecyele of established games or categories to refine and strengthen
a lottery's instant ticket portfolio, This includes the use of successtul
ticket designs, ufilizing popular game themes andfor mechanics, proven
prize structure strategies, and incorporating preminm ticket features,
like Pollard Banknote's exclusive Scrach FX”,

Lonteries from around the world have used Scrawch FX®, with ils eye-
catching effects. to successfully launch new products into their markets.
Pollard Banknote has printed over 140 Scratch FX* games for 28 lotter-
ies worldwide, generating instant ticket sales of over 52 billion due to
their high impact, rich-looking designs,

When the D.C. Lottery launched Cadillac Riches. it became the besi-
selling %5 ticket in the Lottery™s history, With a 10-week index of 185,
Executive Director Buddy Roogow called it, “a super-charged success
on all eight cylinders. The combination of outstanding graphics, a beau-
tiful design, and a hot vehicle won the day!™

The introduction of the Pollard PlayBook™ inte North American and
Evropean marketls is another example of soceessiul prodoct Taunches,
selling 34% higher than other introductions. These mulli-play zame
books provide many opportunities to win, have greater perceived value,
and as a result, command higher prices. Don Feeney, Research Director
with the Minnesota Lottery said, “In almost 20 vears of researching Laot-
tery pames, 1 have never seen players respond so favourably to a game!"

Afler capluning players” attention and riggering an impulse o buy
through compelling ticket design or other feature, it is equally important
to retain these players with an entertaining and rewarding experience.
Best Practice prize structures feature a generous proportion of mid-tier
winnings, enticing top prizes, and exciting play formats that encourage
players o play agamn ad again.

The British Columbia Lottery Corporation recently achieved 11.4%
growth in instant sales working with Pollard Banknote to incorporate
Best Practices to maximize consumer “chatter” through the optimiza-
tion of the Lottery’s prize structures and strategically increase revenues
from higher price points,

Additional efforts 1o emphasize and position a particular Geket may
include updating art for a fresh look or o better position o ticket at retail.
The Mew Jersey Lottery scored success by recognizing the popularity
of the key number match play format to launch a series of seasonally
inspired 52 tickets, While the ricket lavout remains consistent from de-
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sign 1o design for easy dentification, the ook and game name differs.
The Lottery’s spring edition achieved a 10-week index of 122 while the
four-ticket serics fetched a 10-weck average index of 118,

Pollard Banknote's Best Practices: Achieving Excellence
at Retail

The top-performing North Amencan lotteries have a retailer density
in the range of 1:1,200, consisting lareely of convenience and grocery
stores, gas stations, and tobaceo and liquor outlets. Given many lotteries
in Latin America primary employ street vendors o sell instant tickets,
there is considerable opportunity for retail expansion in the Latin Amer-
can market and maximize the impulse purchase quality of instant tickets,

Incorporating Pollard Banknote's retail best practices can help Latin
American lofteries achieve meaningful success at the refail level, From
offering an optimized mix of games, to installing eve-catching signage at
a store's entrance, o ensuring ticket dispensers are visible, easy 1o access
and clean, to ensuring retail staff are knowledgeable of lottery products,
there are proven opportunities for a loftery 1o increase ifs revenues.

Today Pollard Banknote is performing several pilot projects with our
customers 1o identify tangible and realistic ways 1o help lotery retailers
increase their sales through strategic improvements aimed at optimized
merchandising, point-of-purchase materials, and more,

Innovation: Growing and Engaging Your Player Base

Lotteries in Latin America are especially well-positioned to capi-
talize on product innovations and be proactive in the integration of
maobile technology. Working with a partner, like Pollard Banknote,
that recognizes opportunities to leverage proven innovations o grow
sales in Latin America is an excellent means to attract new players,
extend mteraction with existing players, provide additional enfertain-
ment value, and drive players to retail.

Extending plavers™ entertainment and chances to win bevond the
paper ticket was the task at hand when Pollard Banknote worked with
the Michigan Lottery with its new $100,000 Cashword game. This
ticket features a QR code that directs players to a mobile app and
web-based interactive site, which allows playvers 1o continue playing
online for additional opportunities to win. The results of this innova-
tive program were immediate with a 32% increase in the Lorery’s
weekly Crossword category sales.

The power of social media and networking provided the inspiration
for Pollard Banknote's new mobile technology-based innovation. So-
cial Instants™, which embraces the rapidly growing use of Smartphones
to facilitate player-initiated messaging at the height of their win to mo-
tivate others, especially those that they know, to play as well, Winner-
driven messaging is the ultimate third-party endorsement and carmies
significantly more credit than traditional lotterv-initiated advertising,

Setting the Stage for Growth

Around the world instant tickets are a growing segment. Lotter-
ies in Latin America are well-positioned to exploit opportunities and
enjoy significant growth. Pollard Banknote's best practices and ap-
proach to creatively using innovations to attract new players. retain
existing players are strategic ways to both improve instant ticket re-
vues and increase contributions to local good causes. #
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Global Leadership Translates into

Success in Latin America
BY DAN MIKESELL, IGT VICE PRESIDENT LATIN AMERICA

International Gaming Technology (NYSE: IGT) has been the global leader in driving technology innovations in the gaming
industry since 1981. The Company’s’ long history of innovation can be seen across the globe from the newest properties in
Macau to the hottest resorts in Colombia. The company is committed to bringing gaming operators more value and perfor-
mance, alang with more exciting gaming experiences for players.

IGT has been a major presence in the
Latin American market for decades with
a significant presence in Mexico, Panama,
Colombia, Peru, Argentina, Chile, and the
Caribhean with a large technical and com-
mercial team to service these countries’
gaming operators, [GT has a strong sira-
tegic relationship with the several multi-
national, multi-country  casing  operators
throughout the region and with the grow-
mg number of local casino operators that
are establishing new propertics throughouot the region. Among these
cliemts are Casino Club, Codere, Cirsa, Latin Gaming, Televisa, Sun
International, Silver Entertainment and Thunderbird, These relation-
ships are key as this large und vared casine markel continues Lo grow
at a double digit rate in almost all the countries in the region. 1GT
is equally focused on working with existing casinos to improve their
finuncial performance as it is helping new or existing clients to create
excifing and profitable facilities.

Trends throughout the region mirror those of Latin America’s global
neighbors, Operators are focused on emerging technology, casino sys-
tems infrastructure and engaging game play for their casino floors.

Communications technology is a global issue and has become
stundardized across Latin America, much as it is throughout the
world, Like all casino operators, Latin American customers are look-
ing for efficient and accurate transactional processes to implement
on their slot machine Aoors Tor accounting and taxation purposes,
whether to fulfill internal reporting or external taxation needs.

For example, in Peru, in early July 2012 the government enacted
stricter enforcement policies for tax collection al casinos, This has
resulted in requiring operators to install casino management svstems,
as well as ensure that their slot machines are connectable to these
systems, at all casine propertics by July of 2012, Mexico also 1s im-
posing siricter enforcement of regulations and faxes, while Argen-
tina and Chile already have systems standards in place. A potential
advantage to operators in the region is the ability to adopl current
generation or next generation systems to meet these regulatory nesds
as government requirements make efficient and effective systems
MANAZEMENL even more mporimnl.

While casino systems technology allows for more efficient repoit-
ing, operators are mainly focusing on the value casing management
products, such as IGT s shX, as it allows for better Qoor management
and increased game performance across properties, shX allows opera-
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tors ways to differentiate their foors from
their competitors, For example, 1GT suoe-
cessfully lumched sbX at multiple Televisa
Resorts” properties in Mexico, which has
allowed the operator to easily reconfigure
its floors by accessing the more than 300
themes in 1GT7s ever-growing game library,

Latin American operators are similar to
their counterparts in the ULS.. Europe and
Asia; they are constantly evaluating emerg-
ing technology to see if it can enhance their
profitability. For example, mid-sized Lo larger casinos are researching
what tvpe of competitive advantage and sustained cost reduction they
will gain by utilizing IGT's cloud rechnology to access systems man-
agement products they need across multiple properties, [GT is seen
as a leader in cloud technology in the global gaming industry since
launching the IGT Cloud in late 201 1. Operators in Latin America are
parlicularity interested in how the addition of cloud based technology
will allow for seamless gaming experiences for their players while in-
creasing casino management functionality.

We have found thal in certain cities, players are looking for more a
life-changing jackpot style of games while others enjoy smaller awards
more frequently to extend their play time. At IGT, our ability to provide
the thematic content and the math models needed o engage these local
players allows us to address needs on a property-by-property basis. We
are ahle to take our library of games and find exactly where our global
library applies o a local market, IGT Latin Amen-
can has a dedicated able to evaluate and implement
these changes on the floor resulting in increased
profitability per machine lor our clients.

There are countless opportunities for growth
im every Latin American market ranging from the
largest properties W smaller resorts, Where 1GT
is excelling is in understanding the needs of our
local clients and their players, and offering local-

teed solutions o best meet the local needs, For ex-
ample, IGT is providing hyper-localized content
that appeal to players in specific areas. This can be
seen al northern Mexico properties where our new
Dia De Muertos game is doing extremely well,
with as high as four times house average results.
Future trends in the region may see the imple-
mentation of Video Lottery Terminal {(VLT} mar-
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kets as it is an emerging interest and new engine for profitable growth
[or both operators and govermments throughout Lalin America, Spe-
cific plans for new VL1 markets are being discussed by multiple coun-
tries. This puts IGT in a unigue position because we have such a strong
background in VLT markets throughout the world and can bring les-
sons leamed from similar regions to these customers. We also have
stromg. existing strategic relationships with current operators and will
carry that trust and business knowledge into their new VLT operations,

Like the LLS., mobile and online gaming is a possibility in mul-
tiple countries in Latin America as governments are treating mobile
and online gaming legislation and regulalion as a priority. With IGT s
experience in both the land and online business, we intend to use our
internet gaming platform technology when and if these opportuni-

Wireless G&mfhg ...oontinued from paga 32

quency Identification (RFID) tags and sensors monitored by the site
controller can help o prevent the mobile gaming devices [rom oper-
ating beyond of the limits of the regulated retail floor space.
Retailers know that their staff isn't equipped with the time or ex-
pertise to address IT issues among players al their retail sites. For that
reason, managing separate wireless access points ar each site is our of
the question. They also pose additional security risks and add o cost.
Huoweever, this can be addressed with an integrated wireless access
point based at the site controller and managed from the central system,
The central system can be configured to manage wireless network
authentication, us well as authentication of plavers” use of the mobile
device. It could also provide encryption, rogue device detection and con-
tainment, malware security software, and limitation of the wireless radio
[requency range to the physical boundaries of the retailer location,

ties arise help these brick and mortar customers
exlend their business to new and existing clienls
in the online paming spaces.

Throughout Latin America, there is a mature
lamd-based garming business with small and mediom
privately-held companies and larger publicly traded
entities. These businesses know their local markets
very well and know what is needed 1o cater W their player base, What
IGT can offer these customers is the knowledge and experience needed
tor help them expand into the VLT, mobile and online markets. Therz is a
tremendons amount of innovation available [or these customers as they
are growing their business on their floors, in potential YT markets anc
in the possibly emerging mobile and online sphere. #

Conclusion

The very nature of wireless technologies naturally raises questions
aboutl security Tor gaming operators concerned about the imegrity of
mabile and wirgless applications, As this mini white paper has shown,
existing wireless security standards offer a strong first line of defense.

However, these standards can be enhanced with additional layers
of security tailored to the needs of distributed VT gaming opera-
tions, such as encrypted license tokens, geo-fencing, dongle access
and an integrated access point al the site controller.

These additional layers of encryption, authentication, and moni-
toring can provide retailers and operators with the security they need
1o drive down operational costs, free up Hoor space, enhance the
gaming experience for loval plavers, atiract new player demograph-
ics, and successfully enter a new era of wireless gaming. #

For move fnformction: Coll {800 560 GAME (4263 ) ar 506 8786000, eprail lottery. paming@apiclo.com, or visit us af wwwaspielocom

Mitra Mahabir _continued from page 23

prefer 1o interact with the consumer directly.
Frankly, we are most [ocused on supporting
our traditional agents and helping them to in-
crease sales and produce the sales increases
we need. Self service machines will be part of
our offering within the next 2 years.

I 1¢ hard to recruit additional vetailers?

M. Mahabir: No. The consumer demand
for lottery is strong, so there are always more
retailers who would like to distribute Tottery
products. We are focusing on developing key
accounts, operations with more than one out-
let, and businesses that really want to build
the lottery business. Those are the kinds of
parinerships thul work best for us, but also
for the consumer and the retailer. The retailer
commission is 8%, for on line games and
10% om instants tickets and so this is a good
business for them.

Oine other thing is that our agents also of-
fer the facility to pay hills, like utility bills

and so on, Helping our agents Lo expand their
services like this is good for everyone. That
has a ripple effect because as more people
visil their agents and buy more products
and services from our agents, they will be
inclined 1o participate in our games as well,

o yow happen fo krow what the radio of

retaifera to conatnier pomaloticn v

M. Mahabir: We have about one retailer
to 00 consumers,

That's quite high. Ave theve plans te in-
lertent fntermet and mobile disteibusion of
lottery products?

M. Mahabir: Possibly. But Trinidad is a
traditional and very religious culture, so we
need to be very sensitive to our own cultural
mores. We do want to grow the business and
make the products accessible o the consum-
ers. And we do realize that the internet gives
us far better exposure to vounger adult seg-

S

ments, So 1 am sure we will do what 1s best
for the consumer, but we will move cautious-
Iy and make sure that we stay consistent with
our social responsibililies.

How doey being a member of The World
Lattery Asvoctation {WELA) benefir the NLCB?

M. Mahabir: The NLCB has benefited
from the WLA. For instance we embarked
on a pre RFP exercise and received valu-
able assistance from the WLA in terms of
the kind of consultant that we should retain
o assist us, And we have certainly benefited
from the conferences. We receive lots of very
useful information from the WLA, and will
continue to rely on them for guidance and
assistance as we explore ways to evolve our
business. And just being a part of the interna-
tional communily ol loltery operators, hav-
ing easy access 1o the lines of communica-
tion and support from colleagues around the
world is very helpful, #
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Vangelis Apostolakopoulos | cema

V. Apostolakopoulos: [llegal internet
gambling or internet distribution of lottery
products is not a signilicant problem in Pery
right now. However, the Peruvian govern-
ment is currently looking into the develop-
ment of a legal and regulatory  framework
to  block the internel  gaming operators
which do not get properly licensed. pay
taxes, and meet the local requirements.

The nnddei=furisdicionia! feo hpat gomies
fike Powerball and Exrenuflitens and oth-
ery fave DEon VEry l."|_|"|'l'|':.|"'|'|" safes-olmv
ery i other markers. Do yvol anttitpa
foimine o multi-nationgl gome o e

Rty fukure

V. Apostolakopouloes: In fact, we are
open to such initiatives. The consumers in
other markets have responded positively to
those games and we expect that the Peru-
vian consumer would as well. We want to
meel the needs of our customers and so we
would definitely consider joining a multi-
national jackpol game,

Wil aley vovtd X 8 thet micest Eniportant

Fabio Cleto . contruad from paca 18

mncreasing growth rates every year, we con-
tinue work on the development of virtual
channels of sale, such as the Intemet, aim-
ing to expand our customer base through the
acquisition of new groups of plavers who do
nol usually go the land-based retailer.

Iy ineveasing the nunrber of land-fosed re-
railers an fmporiame business objecrive? If
ser, whett i CALXA dlotng o aecosgnish tar !

F. Cleto: CAINA, through its Vice-presi-
dency of Service, Distribution and Business,
constanily monitors the network of points of
sales, with the goal of identifving locations
where there is potential for opening new
units, In addition, the number of ransactions
is monitored to identify those units that need
to increase the number of terminals o better
meet the needs of customers,

The muln-ferischicional games, (ke Pow-
eriall and Ewramillions and many others,
heve been very fmprortant sales-drivers. Do
Vo gnticipare joining In oo amdi-national
game in the wear futwre? Do vou feel thay
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pogle fap the INTRALOT di Peru over thi

REsed Fes W ors!

V. Apostolakopoulos: We see our-
selves as markel makers, so our prime
ohjective is (o develop the market and po-
sition lottery and sports belling as con-
sumer products with mass-market appeal.
We see ourselves developing the retail
network by offering exciting new venues
and converting our POS into entertain-
ment centers that engage the players in the
exciting new world of interactive zames.
It is critical that the markets he developed
with keen sensitivity 1o all public policy
considerarions, with special artention al-
ways given to ensure that responsible
gaming standards and practices are al-
ways [ullilled. Intralot is also playing an
important role in the local market through
their social responsibility programs and
wi gre very pleased to continue in this di-
rection. OF course, by contributing to the
development of the lottery market we are
also helping the government to raise funds
for the social development of the Peruvian

fntroeluciion el a second super-fockpot goame
feither nuational o mnli-national) would
produce a net win for the lottery, or de yon

Teel that the Mega-Sera brand iy so powerful

that you peefer to stich witl that as the anly
sarional super-fockpor pante?

F. Cleto: We consider interesting the
proposal [or a multi-jurisdictional  game
and we have dedicated ourselves 1o siudy
the subject in order to identify all the issues
concerning to legislation, operating systems
and routines involved, besides, of course,
the analysis of the impacts that such a game
could have on sales of Mega-Sena, our main
game nowadays.

¥ serve on the execwilve committee of
the World Lotrery Associatiom and as the
Cilbelae representative to the World Logtery
Asyocianion (WLAL How iy the nmission of
Hre WEA gvolving?

F. Cleto: WLA plays an important role
among its members by offering them aceess
o certification in Security (5C5 [ WLA)
and Responsible Gaming. Moreover, the

o

communities and other Good Causes. In-
tralot is pleased and proud to he a part of
that exciting mission.

INTRALCT e

eerves deviolades for being o aroat place

P omediee that Mk 1
o wark. Hlow worderfind for yvou and all of

Team INTRALCH!

V. Apostolakopoulos: In December
of 20011 INTRALOT de Perun was voted
among the “Best Workplaces™ in Peru and
was also awarded with a special Prize for
heing the company with the most impres-
sive Growth Rate in the country. We were
and are very encouraged by these awards
to continue our efforts to have a working
environment of a winning team, based on
trust and respect, always focusing on of-
lering the most exciling and inleresting
experiences o our plavers, (The “Great
Place to Work™ is a leading independent
Institution. Its annual research is based
on data [rom more than 10 million em-
ployees, in 43 countries representing over
5,500 organizations of varying sizes, in-
dustries and structures.) ®

high-level seminars and conventions pro-
moted by that association, offering relevant
information on trends in the global lotier-
ies and games and case studies of success,
are inputs to the strategic decision making
within the State Lotleries. The approach be-
tween WLA and CIBELAE has produced
very positive results, as it enables the ex-
change of information and data on our
lotteries members. As a member of WLA,
CAIXA Lotteries have greal interest in
knowing more about new products and new
sales channels, as this information will be
useful 1o define new projects for the expan-
sion of federal lotteries in Brazil.

What do von see ay the most fmpovtant
genals for CAIXA over the nesd twe years?

F. Cleto: Our main ohjective is to expand
our base of players by offering products
more attractive and modemn, and also through
launching new virtual sales channels that of-
fer 10 our cuslomers convenience, securily
and agility to purchase lottery products.#



our draw or passive products, This is the
primary distribution channel., Additionally,
we have a relatively small network of ter-
minals, with only 195 points of sales that
are retail stores. These are just PC comput-
ers connected by the internet to our central
system. In this point of sales, we distnbute
draw products and electronic products.

We recently selected GTECH o install
1,000 terminals in stores all around the coun-
try. Additionally, there will be 400 mobile
devices used by retailers to execute transac-
tions and sell our products. This will dramat-
ically change the entire way we do business.
It will give access W more consumaers, mik-
ing it much easier 1o buy the products, and
making the way we process fransactions and
manage the business much more efficient
and modernized. This will be implemented
the first half of 2013, We will go from hay-
ing 195 retail stores to 1400 retail POS's,
including supermarkets and gas stations.

Whetr abieinet the stveet sellers? Will they
sttt be selltng the lotrery products?

F. Ibarra Arana: We want them to con-
timue to sell the lotery products, o serve
their customers, and lor lollery 1o continuge
to be a useful form of emplovment for the
street sellers. But they are afraid of canni-
balization, that they will lose a portion of
the market to the new network of retail store
terminals. They are protesting our plans to
implement the network of retail POS's.

Wihar car yon do o ey 1o get their sup-

T a2 avereome teir concerng?

F. Ibarra Arana: We are creating new
games for the street sellers to sell that the
retail stores will not sell. They are: Tiem-
pos digitales,a number game that the sireet
sellers don’t have now, but they will have
the possibility to sell with the new mobile
devices, Pega Millones, a lofto game, and a
Sportheating game..

Excellent. 5o vour ve proniding them with
i mmahile device that they don't corrently
fave, enabling them to sell move prodiets
than they curvently sell, and enabiling them
i sell some praducty exclusively, that the
retai! stores will not sell,

F. Ibarra Arana: Exactly. That is the idea,
We do need 1o make the product more acces-

sible to the consumer. And so we do need o
modemnize with installation of networked rer-

minals in retail stores, Bul we also want all
of our channel partners to be successtul with
selling lottery products. This is the livelihood
of street sellers. We do care about them, we
do want them 1o be able 1o make their living
selling lottery products, And they have their
lodtery customers, many of whom may pre-
fer to buy from them than the retail stores. So
wir wanl to do our best to cam their support
and cooperation. This is not so very differ-
ent from the challenge that lottery operators
have in the LISA to convinee their land-hased
retailers to support their efforts to sell lottery
products over the mtemet, The best way 1o
minimize cannibalization and channel con-
flict is to grow the business, increase the size
of the pie instead of fighting over the same
piece. That is our goal, to grow the business,
and give the simeel sellers the wols and the
products 1o succeed, Good for the street sell-
ers, zood for the consumer, and good for the
funding of social services in Costa Rica.

Ave there other gaming operatovs I
Cuxta Rica?

F. Ibarra Arana: There is the Red Cross,
which operates bingo. And there are casinos
and sports betting operations in Costa Rica,
But JPS is a legal monopoly with the exclu-
sive right to operate lottery in Costa Rica.

OF course, like everywhere else, we have
many illegal operators, They copy our games,
like Tiempos, and sell them illegally and have
an significant share of the market. We cal-
culate that illegal Iottery revenues are more
than $ 100 million a vear. We do expect that
our new refail terminal systems will caprure
a portion of that. Increasing the POS's will
enable more consumers to have easier access
tor buying the games and that will help JPS 1o
regain markel share and revenues from the il-
legal operators. And we will be augmenting
the new network of terminals with new and
refreshed games and modemized operations.

Fhe [nstanes category has been grawing
ar @ very fast rate in some other markets.

Farinstance, it now makes up well over-half

the rotal safes in the USA. Do vey projecy
I'.'IIF' |r.|| BREITEN & l.'.r:'lk"l |F'_|- tel J:Hﬂ FEye L II|' NN

Hrie eyt fwo years!

F. Ibarra Arana: Yes. Our main distribu-
tion channel is presently street sellers and
they can only carmy one Instant product al o
time, Implementation of retail terminals will
hring lottery into the stores and enable us to

®

sell a much bigger portfolio of products. So
we will expand our portfolio of Instant prod-
ucts as well, When you look at some of the
most successful lotteries, like Massachusetts
for example, it would appear that a hig reason
for their success 15 the wide variety of Instant
products they sell, We hope and expect that
giving the consumer lots of options at the
point of sale will increase sales in general, but
especially in the Instants category where the
ahility to offer a hig variety is much greater
than in the draw games. Enabling retailers to
sell our producis, and having a modemized
system for processing transactions through a
variely of chunnels, will enable us o ncrease
the entire portfolio of products, refresh the
games more frequently, and make those prod-
ucls more aceessible o the consumer.

We also hope 1o add sports-betting to
our product portfolio. That will not only
merease our overall sales revenue, it will
bring in new paming categories that will
give JPS a higher public profile and make
JPS more relevant to the consumer.

There is a lot on vour asenda over the
next 18 memiths, Unelondtedly @ will all aeld
it fucreased funding for the sovial wel-
fare of Costa Rica. Iy law enforeement very
effective af stoppine e ifeval operators?

F. Ibarra Arana: Frankly, no. Our police
department and authorities don't enforce
the laws aganst illeguals because they have
more important matters fo deal with, They
just do not have all the resources they need
Lo stop more harm{ul criminal activities, so
they focus those resources on areas other
than the illegal lotteries.

JPS does nor participare now in a malni-
jurtsdiction o international lottery, correct?

F. Ibarra Arana: No. Right now we don’t
have a multi-national game. We are consid-
ering the options and exploring the possibili-
ties and studying a proposition of GTECH,
Super Lotto is the multi-jurisdictional game
operating in the Carbbean Islands. And so
it is possible that we may join a game like
that. Our legal department is studying the
laws and clarifying the legal restrictions
and precisely what 1P5 is allowed 1o do by
law, We can see the tremendous success of
Euromillions, PowerBall and other multi-
jurisdictional games. Small countries like
Costa Rica would benefit economically by

continuod on pago 39
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technological platforms, acquire the sofi-
ware and hardware, and implement the new
telecommunication network,

Fr mse e Righ anxicry in the beginning
el ser grotifying to see that vour investment
wais the vight clhoice o make.

B.G. Roaro: The fact really is that the
Loteria Nacional had o modernize, and it
had to act quickly. The future of the Loteria
Macional would have been very vulnerahle
in 4 competitive world where consumers are
keen for new innovations and there are lots
of operators, legal or illegal, who want to
provide it to them.

The platform that defivers the games aver
the internet, is there puech of a difference be-
tween mohile or the computer? Ov is it all
Just fnternet?

B.G. Roaro: The technological platform
is the same for both. But the specific gam-
ing applications are different. There may be
lots of similarities between the games, and
zames for the computer can sometimes be
modificd to fast-track a mobile application.
But the mobile gaming experience is obvi-
ously different from the home-computer
gaming experience and so the consumer
wants games that take full advantaze of each
specific medium, We only have one game for
mobile phones right now and it hasn’t had
the sales success that we hoped for. But it
has heen a great learning step for us and we
have no doubt that mobile gaming is key to
the future of gaming and are committed 1o
developing more and better mohile app’s,

Fi soieneds like the process is (o develop pan-
ing applications for the internet that are deliv-
ered over o compater andd then thove applica-
Hems ave modified e deliver over the mobile?

B.G. Roaro: That is the way that we have
done it Bul T can’t say thal is necessarily
the hlueprint for developing new and better
mohile applications. In fact, [ suspect that it
probably 1sn'L

You founched vour Facebook page less

e o vear avo and echieved o fivk level of

ciorsamer engagement, How did vou do thar
in such a short ime?

B.G. Roaro: We just started our social
media initiatives eight months ago. We have
a system of awarding points for Faccbook
friends who play our games. The consumer
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responds (o these awards svstems even when
it doesn’t have any monetary value, The
awards system just makes it more fun for
them. Just as importantly though, the awards
systems enable us to measure the level of
activity and also to focus marketing com-
munigués o the individual, It also creates a
dialogue, with the player being much more
likely o send us guestions and feedback.
And it enables us to promote a responsible
gaming message as well. We have partnered
wilth popular musical groups to promote our
Facebook and social media agendas, These
partnerships can cost nothing because we
promote them on our Facebook pages and
they promote the lotiery on theirs and some-
times at their live events. We are exploring
other ways o create win-win parinerships
that cost the lotiery little or nothing (o do,

I would submit that it is a very small
measure of the mpact that Facebook actu-
ally has on the business, Facebook creates
a new level of engagement, with family and
fricnds being able to communicate with each
other about their favorite activities. It creates
lowalty and brand awareness in ways that no
amount of advertising could ever do, [Lis that
heightened level of brand awareness that po-
sitions the consumer, especially the younger
adult, to respond positively o the advertising
and promaotion that does entice them to buy
the product. Cur social media outreach, es-
pecially Facebook and Twitter, has been es-
pecially helpful at getting the younger adult
tor think more about Loteria Nacional.

fe you envision voursell creating new
types of games, perhaps based on raditional
games, bt perhaps doiny something com-
pletely wew and different

B.G. Roaro: At this point we are simply of-
fering the existing products online. But we gel
lots of real-fime feedback from the conswmer
that will guide our efforts in the future.

Daey the Loteria paveicipate in any molti-
netional games?

B.G. Roaro: We've had several talks with
Spain's lottery, exploring the possibility to have
a lotto for both of our countries o purticipate in.
But there are some legal resirictions in Mexico
that we need to address. We are continuing to
look into it and we hope to join a multi-national
game becanse we can see how successiul they
are in other markets and how attractive the big
Jackpol games are to the consumer,

d

How can the World Lottery Association
(WLA] be maost relevant and helpful to its
themibery

B.G. Roaro: There are many, many things
that the WLA does to benefit its members.
Thies important things are Certifications,
active work to eliminate or minimize cor-
ruption in sports-betting, and education and
training of their members,

The Certification process applies to Secu-
rity and Responsible Gaming. The process
of earning WLA certification, and progress-
ing through the different levels of certifica-
tion, improves g lottery™s operations. The
process itself is a guidepost tor helping
the lottery operator know what needs to be
done and then install the mechanisms to ac-
complish the highest levels of performance
in these two critical areas. Additionally,
governments all around the world recognize
the value and credibility thar achievement
of these certifications hrings to the lottery
operator. As governmenls expand into new
forms of gaming and 1-gaming, we hope
that recognition of these certifications will
mform the process of deciding who they
want to operate the games, Authorization fo
expand into new games and channels will
be a tremendous benefit 1o all the stakehold-
ers of government lottery, especially the
heneficiaries which will receive more fund-
ing as a result of increased sales,

The WLA has a tremendous Education
program with seminars led by the leaders of
the industry. Ours is a somewhat unigue busi-
ness. As far as | know, there are not college
curricula to teach people this business. The
WLA cducation programs bring the wealth of
experience and knowledge of the people who
have spent vears learning and working in the
imdustry, There really is no substitute for that
kind of guidance and wisdom,

A current WLA initiative is to gather data
and intelligence from all the members (o
create an organized foundation for an effec-
tive Best Practices template, something the
members can really use W measure their per-
formance and hopefully help 1o identity the
best ways to focus their resources,

All regions and markets are difTerent, are
unique in some ways., But there are also
many commonalities and many things we
can learn [Tom each other in spite of, and in
soime cases because of, our differences. That
i5 what the WLA is all about, providing a ve-



hicle for all of us to interact with each oiher,
to communicate for the purpose of improv-
mg our understanding of the business and
mmproving our abilily o increase the Tunds
we produce for our beneficiaries,

Can the WLA help it's members defend the
interests of lotteries against llegal operators?

B.G. Roaro: Fighting the illegal operators
15 & big problem for all lotteries. The WLA
does help by being a resource that helps ws
communicate these concems 10 our govern-
ments, agents of law enforcement. and regu-

Luke Wel | contrued som pacE 24

reported that alongside Asia-Pacific, Latin
America’s lottery growth last yvear outpaced
every other region globally—Iar ahead of
Europe and the LS. Latin American lotter-
ies had an almost 6% aggregate increase
in sales i 2011, Every segment ol gaming
arew, sovirually the entire Scientific Games'
portfolio of products has significant potential
in Latin America: lotlery systems, intemnet
garming, saming machines and systems, and,
of course, instant tickets. We are particularly
focused on instant tckets—although  this
procduct has a large, natural audience in Latin
America, to date it is underdeveloped. In the
LS., instant ticket sales have outpaced draw
game sales, but in Latin America, instant
tickets constitute a small fraction of total
lottery sales. We helieve the instant prod-

lators., By bringing us together, like for the
WLA Summit in Montreal in September, the
WLA provides a mechanism for members to
communicate with cach other and learn from
others about all matters that relate o our
husiness, including the efforts to support reg-
ulated markets and the enforcement of laws.

Whae do you see as the mosr important
goal for the Loteria Nacional over the next
o vears?

B.G. Roaro: We need to consolidate and
rationalize a much larger portfolio of prod-

uet in Latin America will succeed using the
formula that's generated so much success in
the U.5., Europe, Ching and more recently,
Puerto Rico: optimized payouts, prize mixes,
dlistribution, marketing and other aspects of
our long-estabhished best practices, includ-
mg Cooperative Services Programs (CSP)
through which we provide many of the other
services NeCessary 1o hlill‘l-‘ﬂ-‘n"iﬂlu}" manage
mstant products, bevond the supply of tick-
ets—programs that can grow a lottery’s over
all revenues as we ve demonstrated with our
CSP custommers around the globe,

Henw i the Latin American market iunigue
fream pthery, whet coanomatiere lotteries learn
fremm the ingenuity being applied o greatef-
feet in emerging markers, ete.?

Francisco Ibarra Arana .. .contirued fom page 37

being able to join with others and be a purt of
the bigger jackpots that those games cnable.
Even so, it may be the case that JPS 15 not al-
lowed to be a part of a multi-national game.

Yo two g peals for the next 18 menthy
are i nerease POS s and disteibedion and in-
cregse the portfolio of games. And especially

Increase revendes in e fnstams CHERMN.

F. Ibarra Arana: Exactly. Another goal
that we have is to enhance the public im-
age and consumer awareness of JPS and
the traditional lotteries. Right now we only
have three offices in the three major cities.
But that leaves a large part of the country
without a JPS olfice thal is close by, So we
are going to expand the physical presence
of JPS with more offices. This is important

because the street sellers need to have an
easy way o relum unsold product. To do
that, they need a physical office to return
them to, This is another benefit for the street
sellers to help them operate more efficient-
ly and we hope these benefits will result in
their being supportive of JPS and lottery.
We are also going o add bar coding to our
procducts to improve control over inventory
and prize payments. The tickets are printed
i our own office and we are working hurd to
earn IS0 9001 and 150 14001 centification
for safe, reliable, and high quality products,

You have very ambitious plans.
F. Ibarra Arana: Everything we do is lor

one purpose: Contribite funds o the 300 in-
stitutions that the Board of Social Protection

o

ucts. We need 1o integrate electronic media
into the fabric of all the games, and develop
new games for new media, We need to get
all the different gaming divisions to fuse to-
gether to create a more integrated brand for
the consumer, And we need to complete the
mstallation of the technological platforms
thar will support a forward-leoking., consum-
er driven, 21st century business operation.
Those are some of the goals of our project
to modernize, and we are well on our way
towards accomplishing them. #

L. Weil: Latin America is unique in the
wiy the lotlery market has evolved: it has
largely been driven organically by consum-
ers and culture, rather than operators and
suppliers — in parl because many ol these
Jurisdictions were unregulated for decades.
Often, success has come from pairing more
traditional games with new technologies
and regulatory frameworks. For example,
Scientilic Games™ “hybrid™ lottery product,
which we first introduced in Ecuador, com-
bines the traditional, pre-printed draw game
with raspados, or scratch games, and it has
been very successful. So I think this dynam-
ic of combining long-established consumer
preferences with new technologies applies
to any marketplace, #

supports in their efforts to help the neediest
people in Costa Rica. There are so many
social needs, like helping the poor, children
who are abandoned, the disabled, people
who cannot afford the medical attention they
need. That is the real mission of Board of So-
cial Protection, to help these people, That 1s
the purpose of installing new retail terminals,
expanding the product portfolio, improving
business processes and modemizing our op-
erations, and trying to reduce illegal gaming,

Thar's a very exeiting vision. And ir
soprely frke veur've well on veur way o a-
fakimse Hi

complishing: &, Tridy rou o

‘-II"II".'\ fi2 Tirn T r.Iln"i'n'rn'”.\ Rl a I'r'n']ll.lnr_'.'

F. Ibarra Arana: Thank you. And 1 hope
that Giod makes you a prophet! #
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RETAILING TRANSFORMED

BY CONSUMER TRENDS

HOW LOTTERY MUST EVOLVE TO PRESERVE IT5

POSITION OF MARKET LEADERSHIP

of these chan g

recognize this time of transition as a unique opportunity to reinvent themsel

The experience of being a consumer
P 8

is evolving rapidly, and the impact

on retailing will be transformational. Marketers of consumer products

 in orderto

influence a whole new universe of consumer buying habits and behavior. The mission of

any lottery is to maintain top of mind relevancy in the hearts and minds of our customers.

First, we need to identify the consumer trends that will have the b

buying behavior, which new techno

and how to deploy these insights into an impr

Heen more cntical, GTECH ¢

consumer trends would specifically impact the iottery business. The Ernst 8

st iImpact on lottery

gies will enable us to enhance the retail purchase,

d player experience for the consumer.
as never

d

oung Retail

and Technology Trends Report, 2011-2024 identifies 13 trends that will have the biggest

impact on lottery buying behavior. Now it s up to us to leverage these |

|;;|'|t:3. into the

2 {o capture the imagination of a new generation of

lottery players.

GTECH'S RETAIL TECHNOLOGY CONCEPT LAB TURNS CONSUMER
TRENDS INTO PROFITABLE RELATIONSHIPS.

To expand the plaver-base and increase lottery rev-
enues, the retail experience must change to keep up
with consumers” expectations of an acceprable mod-
ern-day retail transaction. When it comes to their
shopping experience, consumers won't stand for
‘business as usual’, They are increasingly impatient
and more frugal, and now, they are quite accustomed
ta, and comfortable with, high-tech interfaces. Lot-
tery industry must evolve to keep its products, its
distriburion, and its buver-interfaces consistent with
the changing dynamics of the retail setting, The
day of the traditional purchase interaction at a lot-
tery terminal is being rransformed into a customized
consumer experience. Evolving with advances in
technology that make shopping more personalized,
simple and convenient is what will attrace and retain

the attention of this modern-day consumer.

Retail sales account for 70% to 100% of lottery
revenues, Brick and mortar retail will continue o
be the driver of the lottery business and provide us
with the knowledge hase to transform the cansumer
experience, enhancing it for both future and cur-
rent core players. Embracing new, player-friendly
technologies at the point-of-sale offers a significant
opportunity for increased future sales. GTECH
is keeping its customers ahead of the technology
curve of the changing retail environment with sev-
eral initiatives that integrate this understanding
of consumer expectations, evaluate current best-
in-class retailer technologies, and test scate-of-the
art profoty pes.

g



POWER TO THE PLAYER.
DISCOVERING TRENDS TRANSFORMING RETAIL.

To improve the plaver experience, lotteries must identify which consumer
trends will have an impact on lottery buying behavior and which technolo-
gies satisfv consumer preferences. Knowing that consumer understanding
is critical, GTECH commissioned The Ernst & Young Retail and Tech-
nology Trends Report, 2011-2024, revealing 13 trends that will have the
biggest impact on lottery buying behavior:

Broadband covarage
« Gmartphone supremacy
» Technology savwy population
i Agvanced technology
. Changing face of the high strest
Lottery buying behavior » Beltimpovias

o CAlternative payment systams

« Sezamless multi-channel retai
emerged that will have :
. - » Retailar diversification

the blggest impact on « Lecation-based services

v Hocial commerca and gaming
to 2024 i Parsonalisation
o Simpliticatian

v

The increasingly high penetration of smartphone usage and the demand
for greater broadband coverage signal the widespread adoption of digi-
tal technologies. Consumers have the same expectations for simplified
graphic inrerfaces and personalized messaging when shopping at brick-
and-mortar retailers. According to the study, tech-savvy customers want
increased access to self-service devices, simplified purchasing processes
and alternative pavment options.

Lottery operators want to maximize player convenience by seamlessly
aligning with the new generation of retail purchasing standards, While
some of the solutions mayv be technologically complex, they simplify and
energize the lottery buying and plaving experience. This will be particu-
larly attractive to young adults that rely heavily on their familiar mobile
devices and embrace all rechnologies, bur currently do not purchase lot-
tery games.

WELCOME TO THE RETAIL REVOLUTION.

Progressive retailers are responding to consumer demands by adopting
standards-based technologies and offering more self-service options, par-

EARGE RETAILERS CONTINUE .
EXIEND SERVICE OFFERS

ticularly in the large retailer category.
Many retailers are taking advantage
of new technologies as a way to more
personally  interact with  customers
throughour all aspects of the purchas-
ing expericnce including personalized
product recommendations and cou-
poning.  Tablet-based  point-of-sale
svstems are making inroads in place of
their proprietary predecessors, Clerks
use 1Pads and other handheld devices
to provide a broad range of services o
shoppers away from the sales counter,

As large and big box chains conrinue to rake over more of the retail mar-
ket share, it’s imperative that lotteries adapt to the new retail technologies
being deploved. GTECH’s new technology initiatives are focused on the
seamless convergence of technologies and trends to ensure that we enable
lotteries to stay relevant in this changing environment.

o

"The use of key
EMERGING
TECHNOLOGIES is
dependent on changes
in player behavior,
reliable technology
availability, and support

from existing lottery
retailers

58.5% of the total US pooulation
will have a smartphone by 2014

aehlarkatar estimates the
rumber ot LIS cansumers
with a smartonoae will
rmare tham double fram
231 million at the end of
2017 1o 192.4 million
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KN “Lottery has traditionally been separate from the
= transaction devices of our brick-and-mortar retail
' partners. We are proposing that we become

more synergistic with retail trends and

we are exploring those trends right

here in the RTC laboratory today.”

Dan Stanford, GTECH Chief Innovation Officer

CREATING THE FUTURE.
GTECH'S RETAIL TECHNOLOGY CONCEPT LAB.

trends ang retail industry best practices, it's
develoning the next generation of lattery re-
tail solutions: By partnering with cutting-sdge
retailers @nd studving the dynamics of their
point-af-sale technologies, GTECH s finding
new insight and inspiration for ways o im-
prove the retailer lottery-player relationship.

The convergence of insight and best practic-
gs happens at GTECH's newly created Retail
Technology Copcepts (RTC) Lab. The RTC's
mission is 1o bring 1o |ife the trends that are
taking hold outside of the lottery space and
tn explare the possibillties in retail technolo-
gy 10 see how they can be adopted for |ottery
uses Waorking tegether, GTECH technologists,
rmarksting experts, and business analysts con
ceptualize new products anc quickly build
protetypes specfically suited for the chang-
ng demands of tech-savvy players. The lab
gllows ideas to dimensionalize and gives
GTECH and its customars the opoortunity to
inleract with the contepls in the same way 3
player would. To that end, GTECH has creat-
ad a targeted process to evaluate innovative
retail coneepts, cregte Business cases, and
test them in real-world envirenmenits through
focus groups and field tasts,

To date, the leh has hosted GTECH custom-
ers Sazka, Camelot, as well as the Melbraska,

Mot only has GTECH identified key consumer

Rhode Island and Georgia Lotteries 1o explore
and test these new playertocused prototypes,
The feedback nas been excellent as |otter
ies are akle to see the retall and consummer
benatits assaciated with future products and
sarvicas. Ullimately, the RTC concepts cur-
rently materizlizing into prototyoes will be
eliminated or sefectad based on which prod
uct has ihe highest polentizl to positively
connect with players and increase revenue

for latieries,

GTECH'S FUTURECAST:
LOTTERY ALIVE AND WELL IN
2024 AND BEYOND.

The next-generaticn lettery retail terminal is
not likely to be 5 gedicated terminal. Clearly,
alternative methods now exist in the ratall
anvironment for each stage of the consumer
sxperiences, including product advertisement,
selection and purchase, and offzr increasingly
popular, personatized purchase and payment

aptian for cansumerns.

GTECH is dolng maore than just envisioning
the future of lottery at retail —we are innovat-
ing to meet the ftew demands of the retail
copsumer experience. Blending latrery cus-
tomer, retail forecast, market research, and
expert engineering inputs, GTECH 15 pre-
pared o enable our customers for the future.

: what would you do for
3 fewmillion euro?
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LOTTERY EXPO: Unleashing the Power of Brand Lottery

Lottery Expo 2012 will be held at the Trump Miami Beach Hotel, October 22 to 25. Tuesday will have a focus on the North American lottery industry.
Thursday will focus on the Latin American lottery industry. And Wednesday will bring us all together for a convention of industry leaders from all across
the entire Western Hemisphere, the New World of Lottery. This ambitious agenda begins with a Reception on the evening of Monday October 22 at 5:00
pm; conference sessions will be held all day on Tuesday, Wednesday, and Thursday,

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

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

THANK YOU TO OUR PLATINUM SPONSORS
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