TRI-STATE LOTTO COMMISSION
New Hampshire Lottery Commission
Concord, NH

October 7, 2011, 10:30 a.m.

Present: Vermont: Tom Scala, Chair; Alan Yandow and Hadley
Melendy (by teleconference), Mary Cassani, Carole Lacasse
Maine: Orland McPherson, Vice Chair; Lisa Rodrigue, Mickey
Boardman
New Hampshire: Debra Douglas, Commissioner; Charlie
Mcintyre, Maura McCann, Kassie Strong, Irene Nadeau
Guests: Liz Dimmick with Scientific Games; Jennifer Cartmell,
Heather Bowman, Chris Nichols with NL Partners; John Papile,
Terry Patterson, Bruce Anderson, Kristen Pare with Intralot; Jeff
Walla with Barry, Dunn, McNeil and Parker

The meeting was called to order at 10:38 a.m.
ACCEPTANCE OF THE SEPTEMBER 9, 2011 MINUTES

A motion was made by Commissioner McPherson to accept the minutes
as distributed. Motion was seconded and voted in the affirmative.

Jeff Walla presented an overview of the FY11 audit.

There was an unqualified opinion on the financial statements and an
unqualified opinion on the internal control report over financial reporting
and on compliance and other matters. In May 2011, they conducted
their interim audit fieldwork and in July they conducted final year-end
audit fieldwork.

Overview of Financial Performance: Revenues decreased by $10.6
million, or 13% vs. an increase of $13.6 million, or 21% in the prior year.
Operating expenses decreased by $71.2 million, or 14% vs. an increase of
$8.1 million, or 18% in the prior year. Transfers to states decreased by $3.4
million vs. an increase of $5.5 million in the prior year.

Significant Audit Adjustments: No audit adjustments. No past
adjustments. One report reclassification

Management letter comments: No material weaknesses or significant
deficiencies. There were three control deficiencies: 1) Required
documentation in Maine’s agent files — six of the 12 files tested did not
contain all of the required documentation. Specifically, there were two

Tri-State Lotto Commission Minutes for October 7, 2011 Page 1



items that were lacking, the initial evaluation form and a credit report. 2)
Authorized signer card was not updated by the bank to remove a
previous employee who had signing authority. 3) Employee expense
reports — one reimbursement noted where the required receipt was not
attached as supporting documentation. In addition, as noted in the prior
year, there was an instance in Maine where the approval was delegated
to another individual and there was no formal documentation of such
delegation. 4) Investments held by trustee — currently there is no
procedure in place to review the internal controls of the trustee in certain
areas. This can be accomplished by obtaining the annual SAS 70 or SSAE
16 examination report from the trustee and reviewing the report to assure
there are internal controls in place to assure cycles over initiating,
recording, processing, summarizing and reporting of investment
transactions have been tested by the service auditor. This was a
comment last year and had not been addressed during the current year.

Other Matters: No disagreements with management during the course of
the audit. Staff received excellent cooperation from Mary Cassani and
her team along with the individuals in New Hampshire and Maine during
our local testing.

FINANCE COMMITTEE REPORT — Mary Cassani

Gross revenues for Tri-State through August have decreased $2,048,668, or
17.73% compared to last August. Of this decrease, Megabucks Plus is
down $2,060,512, or 29.45%; Daily Numbers sales are down $17,057, or
0.47%. Weekly Grand sales are up $9,972, or 0.72%; the Fast Play games
for Vermont and New Hampshire are up $18,929, or 6.94% compared to
last July.

Total Expenses are down $1.2 million. This represents a decrease in cost of
sales of $1,215,979 as well as a decrease in operating expenses of $15,918,
which represents primarily a decrease in the advertising line item auditing

expenses and Battelle contract offset by an increase in travel expenses.

Net Profit for August decreased from last August $831,466, or 18.66%.

Compared to what we currently have budgeted, our sales are behind
forecast a total of $1,851,441, or 15.37%. We are behind in all games. Due
to the overall decrease in sales, cost of sales are also under budget by
$1,015,895. Operating expenses are under budget a total of $362,212. So
far, the total advertising and promotion budgets have been under spent
this year a total of $357,058.
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The Guaranteed Weekly Grand Extra contingency fund was in the
negative a total of $451,358 at the end of August due to the July winner in
New Hampshire. All other contingency funds were in the positive at the
end of August. There was $2,174,059 in Expired unclaimed prizes at the
end of August.

MARKETING AND DEVELOPMENT COMMITTEE — Hadley Melendy

Fast Play: (for New Hampshire and Vermont) There is a terminal release
October 30 which will include the latest Fast Play games; for New
Hampshire the game will be called “Jingle Jack” and in Vermont “Jingle
Bell Bucks”. This will run until the January 15, 2012 $2.00 Powerball release,
at which time the next Fast Play game will become “Hot 100s”. Maura
and Hadley are looking at past games in terms of sales and play styles to
determine which game will run after that, i.e. a new game or one which
was run in the past.

Holiday Promotion: Originally, this was going to include all three states;
however, now it will be done by New Hampshire and Maine. The game,
Merry Money, will run from December 11 - 24. Each of the states are
giving $100,000 in prizes with funds coming from the expired, unclaimed
prize money.

Tri-State Instant Ticket: A webinar was conducted by Scientific Games on
how this game might look and the prize structures for each state. The
committee is working on this game and when completed will bring the
game to the directors and commission for review and action.

Weekly Grand is being replaced by Lucky for Life in March. March 15t will
be the first drawing. This game will no longer be a Tri-State game as
originally planned. Itis felt we are getting closer to conducting this
game. The AAGs from each of the states are planning to get together to
discuss the various concerns from the states. There has to be a change in
the agreement which will then allow Maine and Vermont to join in the
game. Plans are to run this game Monday and Thursday. Plans are to
have rules by the end of this month. Connecticut has game rules but they
would have to be modified by each state. Maine cannot join another
individual state game but can join a multi jurisdictional game. Vermont’s
statute requires them to seek legislative approval to join in the game.
Vermont may not be able to start until April.

DRAW COMMITTEE REPORT — Maura McCann

Last month the committee was given direction to talk with MUSL
concerning a random number generator (RNG) — either updating the
existing one or purchasing a new RNG. As it turns out, they no longer offer
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the RNG that we purchased in 2007 so the solution is to purchase two new
RNG machines. It would take four to six weeks, after an order is received,
to receive the units. The cost would be $5,000 for the first machine and
$3,000 for each additional machine at the time of order. The minimum
$8,000 would cover the existing games of Pick 3/Pick 4 but does not offer
anything more complex such as the Weekly Grand Extra Raffle feature.
There would be a minimum cost of $8,000. All three states are on board in
moving in this direction.

Maura will talk with MUSL further in regards to the game TGIF feature to
see how much extra it would cost. It would have to be changed to
comply with Scientific Games and Intralot; thus increasing the $8,000
purchase price to no more than $10,000.

The committee requested permission to move forward with the purchase
and include the second unit and additional funds in anticipation of costs
for the complexity of the TFIG raffle feature.

There would be an additional cost of $15,000 for GLI certification.

MOTION

A motion was made by Commissioner McPherson to expend $10,000 for
two RNG machines and $15,000 for GLI certification for a total of $25,000.
Motion was seconded and voted in the affirmative.

OPERATIONS COMMITTEE REPORT

Nothing to report at this time.

SCIENTIFIC GAMES - Liz Dimmick

Everything appears to be on schedule for the $2.00 Powerball game
change. SG is working on the Tri-State instant game. User acceptance
testing is being conducted and then it will be ready for lottery testing.

INTRALOT - Bruce Anderson

Fifty of the 100 WinStations are in their warehouse and out-of-box testing is
being conducted. Plans are to deploy five pilot WinStations next week
and then start full deployment the 17t of October; software goes live on
the 30t. Truktober Fest is scheduled for November 15t at which time a
truck will be given away. Plans are to use a WinStation to select the
winning ticket.
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INTRALOT — John Papile

Testing has started in anticipation of the PB game changes. A release for
the new Fast Play game is scheduled for Oct 30. User acceptance testing
(UAT) is scheduled for October 24. The Merry Money promo, offering 10%
off subscriptions, starts Dec. 11.

ACCEPTANCE OF THE COMMITTEE REPORTS

A motion was made by Commissioner McPherson to accept the
committee reports as presented. Motion was seconded and voted in the
affirmative.

OTHER BUSINESS

Maura showed a video of a recent event the New Hampshire Lottery took
part in. The event took place at the New Hampshire Speedway
September 26. The lottery broke the World Record for the Largest Instant
Scratch Ticket. Their ticket was 36°2” by 18’ 10” and was displayed on the
backside of the grand stand. They also conducted a drawing for a
million dollars.

Next month’s meeting will be held November 4th at the York Harbor Inn in
York Harbor, Maine.

A motion to adjourn was made at 11:30 a.m.

Tom Scala, Chair
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