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As required, Pollard Banknote has hereafter formally acknowledged the sole RFP addendum
in the form provided in Attachment 1 (Vendor Acknowledgement of Addendum).
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As required, Pollard Banknote has hereafter furnished the signed contract found within
Appendix J (Contract Form).
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As required, Pollard Banknote has hereafter provided the Proposal Bond stipulated within
1.17 Proposal Validity and Proposal Bond.
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As required, Pollard Banknote has hereafter disclosed the litigation and other pertinent
information stipulated within 1.20 Disclosure of Litigation and Other Information.
We would also like to take this opportunity state that no owner, officer, director, or partner
has ever been convicted of a felony.

RFP No: C110001

Disclosure of Litigation and Other Information

29

Disclosure of Litigation and Other Information…

PENDING LITIGATION INVOLVING POLLARD BANKNOTE
Pollard Banknote Limited Partnership (“PBLP”), a wholly‐owned subsidiary of Pollard
Banknote Limited, filed a Complaint in the Northern District of Georgia, Atlanta Division,
bearing Civil No. 110‐CV‐0621, in March 2010 against Scientific Games International, Inc.,
Scientific Games Corp. and Oberthur Gaming Technologies, Inc. (collectively “SGI”) claiming
the invalidity of US Patent No. 6,308,991 entitled “Printed Document Including Bar Code
Authentication System” (the “991 patent’) and the violation of US antitrust laws through
certain anticompetitive conduct on the part of SGI, including knowingly asserting an invalid
patent.
On April 19, 2010, SGI filed a motion to dismiss with the Court, asserting that it lacked
jurisdiction over PBLP's count seeking a declaratory judgment and that PBLP's Complaint
failed to present a proper antitrust cause of action. On January 18, 2011, the Court granted
SGI's motion to dismiss, but allowed PBLP to amend the antitrust count of its Complaint. On
February 15, 2011, PBLP filed an Amended Complaint against Scientific Games International,
Inc. and Scientific Games Products (Canada) ULC with its amended antitrust count. SGI filed
a further motion to dismiss with the Court on March 4, 2011, again asserting that PBLP’s
Complaint failed to present a proper antitrust cause of action. PBLP filed its opposition brief
on March 21, 2011. The matter is currently before the Court.
PBLP is requesting an injunction against the assertion of the ‘991 patent against any
competitor or customer in the instant‐win scratch ticket market, a declaratory judgment
that the ‘991 patent is invalid, money damages under the US antitrust laws, and PBLP’s fees
and costs in the action.
While the outcome of the litigation, if Pollard is successful, could mean cost savings for
lottery customers, the outcome of the litigation, win or lose, will not be material to PBLP’s
financial condition, nor will it adversely affect PBLP’s ability to produce and/or deliver
products and services to its lottery customers.
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As required, Pollard Banknote has hereafter responded—in the order provided—to the
specifications found in Part 4 – Information Required from Vendors, including technical
documentation as appendices.

COMPLIANCE WITH PART 3 – SCOPE OF WORK AND DELIVERABLES
As clarified in the questions and answers document prepared by the Lottery (Q&A #4),
Pollard Banknote would first like to address three issues raised within Part 3 – Scope of
Work and Deliverables which do not have an obvious, corresponding reference within
Part 4 – Information Required from Vendors.
These three issues are as follows:
1. Within 3.2 Scope (Physical Production of Tickets), the RFP requires an individual
assigned to coordinate with the Lottery on all game development, production, and
support throughout the life of the game.
2. Within 3.2 Scope (Physical Production of Tickets, “B”), the RFP requires a specific
point person who will be responsible for alerting Lottery Operations of any
operational issues such as problems with game files, etc.
3. Within 3.2 Scope (Physical Production of Tickets, “G”), the RFP requires Vendors
to explain the processes and features proposed to secure instant tickets.
Below we address each of the above‐noted areas in sequential order.

1. INDIVIDUAL ASSIGNED TO COORDINATE WITH THE LOTTERY
Pollard Banknote has designated that Rebecca Tanner, Game Planner, serve as our
representative to the Lottery in addressing all game development, production, and support
throughout the life of the game.
Rebecca’s resumé is located within our subsequent response to 4.4 Project Management
and Staffing (III. Supplemental Key Personnel: An Overview).

2. POINT PERSON TO ALERT LOTTERY OPERATIONS
Pollard Banknote has designated that Arnie Devlin, Manager, Computer Operations, serve as
our representative to the Lottery in alerting Lottery Operations of any operational issues
such as problems with game files, etc.
As required, this notification will be made within 24 hours of the Vendor becoming aware of
an operational concern.
Arnie’s resumé is located within our subsequent response to 4.4 Project Management and
Staffing (III. Supplemental Key Personnel: An Overview).
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3. EXPLANATION OF PROCESSES AND FEATURES TO SECURE INSTANT TICKETS
As required, Pollard Banknote has hereafter provided the process by which we propose to
secure the Lottery’s instant tickets. Within Volume II – Pricing Proposal, we have provided
the per 1,000 production cost of this process.
We appreciate the clarification that the price proposed will be applicable to any tickets the
New York Lottery has produced by any Vendor.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following narrative confidential. The specific statutory basis for
our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The following process to secure the Lottery’s instant tickets constitutes a Pollard Banknote
trade secret used to further a business advantage over competitors who do not know or use
it, and the disclosure of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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EXECUTIVE SUMMARY
Prior to presenting our itemized responses to 4.1 Business Organization through 4.11
Additional Information and Comments, we have provided an Executive Summary
designed to introduce the Evaluation Committee to the most pertinent information found
within this lengthy section of our response.
The Executive Summary is followed by a comprehensive Specified, Invited, and Offered
Options Clarification Chart detailing the following:
•
•

Specified, Invited, and Offered Options included in the base ticket price with a
management fee
Specified, Invited, and Offered Options available at extra cost

Please note: for easy navigation throughout the remainder of our Technical Proposal, we
have opted to offer this sole clarification chart specifying what is—and what isn’t—
included within the base ticket price.
To be clear, we haven’t made this kind of clarification anywhere else within our
proposal. Given the sheer number of the various options we ‘re presenting, we felt it
would be far easier to have one chart in one place that very specifically detailed pricing
inclusions and exclusions rather than trying to point these out over the course of
hundreds of pages. As such, as you read through our response, you need only flip back to
this chart to see if the option we’re discussing is incorporated into our base price.
We sincerely hope this simplified approach makes assessing the Specific, Invited, and
Offered options within our Technical Proposal much less confusing and much easier to
get a handle on.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Executive Summary narrative confidential. The
specific statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
RFP No.: C110001
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Supplemental Rationale:
The following Executive Summary constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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4.1 BUSINESS ORGANIZATION
Pollard Banknote hereafter presents our itemized responses to “A. Details of the
Organization” and “B. Authorized Individual.”

A. DETAILS OF THE ORGANIZATION
Below we furnish the information specifically requested within this section of the RFP. For
the Evaluation Committee’s convenience, we’ve itemized the requested details into four
separate subsections.

1. FULL NAME AND ADDRESS OF THE ORGANIZATION
Pollard Banknote Limited is the full name of the entity submitting this proposal. The address
of our corporate headquarters is as follows:
Pollard Banknote Limited
1499 Buffalo Place
Winnipeg, Manitoba
Canada
R3T 1L7

2. SUBORDINATE ELEMENTS PERFORMING THE WORK
Pollard Banknote’s technical capabilities reside within five separate manufacturing
operations across North America housing a range of modern and advanced equipment for
the production of lottery products. Our facilities are located in:
•
•
•
•
•

Ypsilanti, Michigan, United States
Winnipeg, Manitoba, Canada
Barrhead, Alberta, Canada
Council Bluffs, Iowa, United States
Sault Ste. Marie, Ontario, Canada

Together, these five operations total over 510,000 square feet, employ more than 1,100
staff, and provide eight production lines through which we deliver our printed and pouched
products.
We operate two full‐production facilities (in Ypsilanti, Michigan, and Winnipeg, Manitoba)
capable of producing instant tickets of equal quality and security. Either of these facilities
could be enlisted to print the Lottery’s games, of course, but we’re proposing that our
Ypsilanti facility be the primary production plant, with the Winnipeg plant serving as the
backup.
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Our finishing plant in Barrhead is primarily involved in the critical pouching component of
the instant ticket industry. And Pollard Banknote recently established an additional
finishing plant in Sault Ste. Marie, Ontario. These facilities are also available for New Work
Lottery production as well, should the Lottery’s requirements dictate their use.
Ultimately, please be assured that Pollard Banknote is prepared to make the most efficient
use of all of its facilities to ensure we meet all production obligations.

3. TYPE OF BUSINESS ORGANIZATION
Pollard Banknote is a Canadian public corporation.

4. DOING BUSINESS IN NEW WORK
As a current supplier of instant tickets and related services to the New York Lottery, the
Evaluation Committee is hereby assured that Pollard Banknote is presently registered to do
business in the State of New York.

B. AUTHORIZED INDIVIDUAL
Gordon Pollard, Co‐Chief Executive Officer, has the authority to enter into and bind our
organization to the terms and conditions our proposal.
His contact information at Pollard Banknote is as follows:
Gordon Pollard, Co‐Chief Executive Officer
Pollard Banknote Limited
1499 Buffalo Place
Winnipeg, Manitoba
Canada
R3T 1L7
Tel: (204) 474‐2323, extension 211
Fax: (204) 453‐1375
E‐mail: gpollard@pbl.ca
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4.2 FINANCIAL ABILITY
Below we furnish the information specifically requested within this section of the RFP. For
the Evaluation Committee’s convenience, we’ve itemized the requested details into three
separate subsections.

1. FINANCIAL VIABILITY, INTEGRITY, AND STABILITY
Pollard Banknote has hereafter provided the company’s annual sales over the previous
five fiscal years. Given our reporting structure, please be advised that all numbers are
in Canadian currency.
FY 2010: CAD$163.4 million
FY 2009: CAD$191.8 million
FY 2008: CAD$178.0 million
FY 2007: CAD$164.5 million
FY 2006: CAD$176.7 million

We have one of the
strongest balance
sheets of any instant
ticket supplier.

SUPPLEMENTAL FINANCIAL INFORMATION
With one of the strongest balance sheets of any instant ticket supplier, Pollard Banknote has
the financial stability to ensure an uninterrupted product supply over the life of the
contract.
Cash resources, coupled with our current in‐place bank facilities and a significant history of
strong cash generation, give us the stability, capital resources, and financial responsibility
necessary to undertake major projects in the lottery industry—including the New York
Lottery contract.
Our compound annual growth rate (CAGR) of 15.5% over the past 23 years provides us with
the resources necessary to fund continued growth for us and for our customers.
Annual Repor ts or Finan cial Documentation for FY 2008, FY 2009, and FY 2010
Supporting documentation allowing the Evaluation Committee to fully assess Pollard
Banknote’s financial capacity and our capabilities to undertake and successfully complete
the contract is presented within Appendix C: Financials.
Pollard Banknote has therein provided our complete annual reports for two of the three
previous fiscal years (FY 2008 and FY 2009). For FY 2010, we have provided official
documentation that discloses financial issues summing up our most recent fiscal year.
Within this FY 2010‐specific document, we provide the following three items:
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1. Management’s Discussion and Analysis (MD&A)
2. Financial audit performed by KPMG
3. Assorted financial disclosures
We therefore invite the Evaluation Committee to refer to the above‐referenced appendix for
a thorough appreciation of Pollard Banknote’s financial standing.

Current Financial Data Available
Should updated information be of interest for any reason, the most recent financial
information relating to Pollard Banknote can be publicly accessed at the website of SEDAR
(System for Electronic Document Analysis and Retrieval). SEDAR is the official site providing
access to most public securities documents and information filed by public companies and
investment funds with the Canadian Securities Administrators (CSA). Pollard Banknote’s
information is readily searched and viewed through www.sedar.com.
The following steps will yield Pollard Banknote’s current financial information:
1.
2.
3.
4.
5.
6.
7.

Go to www.sedar.com
Select “English”
Select “Company Profiles”
Select “Public Companies”
Select “P” and then “Pollard Banknote Income Fund”
Select “View”
Select “Interim Financial Statements”

If viewing our submission electronically, this link will provide direct access:
http://www.sedar.com/DisplayProfile.do?lang=EN&issuerType=03&issuerNo=00022394
We trust the above explanations (and the accompanying financials we’ve furnished) meet
the expectations of the Evaluation Committee. If any further information or clarification is
required, by all means let us know at your earliest convenience. We would be pleased to
accommodate this request as quickly as possible.
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COMPREHENSIVE CLIENT LISTS FOR THE PAST THREE FISCAL YEARS
All the states and jurisdictions in which Pollard Banknote has conducted instant ticket‐
related business over the past three fiscal years are represented on the charts furnished
hereafter.
The Evaluation Committee will no doubt notice the remarkable similarity of these three lists
and the increasing number of clients in each of the fiscal years considered. We believe this
evocatively illustrates our stability as a company and our enviable ability to retain clients
once they’ve been recruited.
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Client List for FY 2008
JURISDICTION
ARIZONA STATE LOTTERY
BRITISH COLUMBIA LOTTERY CORP.
CALIFORNIA LOTTERY
CONNECTICUT LOTTERY
DANSKE SPIL
DE LOTTO STICHTING DE NATIONALE SPORTTOTALISATOR
GEORGIA LOTTERY
HOOSIER LOTTERY (INDIANA)
ILLINOIS DEPARTMENT
INTERKANTONALE LANDESLOTTRIE (SWISS LOS)
INTERPROVINCIAL LOTTERY CORP.
IOWA LOTTERY
KANSAS LOTTERY
LA FRANCAISE DES JEUX
LA PACIFIQUE DES JEUX
LOTO QUEBEC
MARYLAND LOTTERY
MASSACHUSETTS STATE LOTTERY
MICHIGAN BUREAU OF STATE LOTTERY
MIFAL HAPAYIS
MINNESOTA STATE LOTTERY
NACAKO SDN. BHD.
NEW JERSEY STATE LOTTERY
NEW YORK LOTTERY
NORSKE SPILL A.S.
ONTARIO LOTTERY AND GAMING CORP.
OHIO LOTTERY COMMISSION
OREGON LOTTERY
OSTERREICHISCHE LOTTERIEN GMBH
PAN MALAYSIAN SWEEPS SDN BHD
PBL OF PUERTO RICO, INC.
PGMC MARKETING CORP
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JURISDICTION
PLAYPRINT (IRELAND)
SINGAPORE POOLS
SOCIETE DE LA LOTERIE (SWISS ROMA)
SVENSKA SPEL
TAIWAN LOTTERY CO. LTD.
TOTALIZATOR SPORTOWY SP.Z.O.O
VEIKKAUS OY
WESTERN CANADA LOTTERY CORP.
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Client List for FY 2009
JURISDICTION
ARIZONA STATE LOTTERY
BRITISH COLUMBIA LOTTERY CORP.
CALIFORNIA LOTTERY
CONAFRA LOTERIA NACIONAL REPUBLICA DOMINICANA
CONNECTICUT LOTTERY
DANSKE SPIL
DE LOTTO STICHTING DE NATIONALE SPORTTOTALISATOR
E‐GAME SOLUTIONS INC./GEORGIAN LOTTERY COMPANY
FLORIDA LOTTERY
GEORGIA LOTTERY
HOOSIER LOTTERY (INDIANA)
ILLINOIS DEPARTMENT
INTERKANTONALE LANDESLOTTRIE (SWISS LOS)
INTERPROVINCIAL LOTTERY CORP.
IOWA LOTTERY
KANSAS LOTTERY
LA FRANCAISE DES JEUX
LA PACIFIQUE DES JEUX
LOTO QUEBEC
MARYLAND LOTTERY
MASSACHUSETTS STATE LOTTERY
MICHIGAN BUREAU OF STATE LOTTERY
MIFAL HAPAYIS
MINNESOTA STATE LOTTERY
MISSOURI STATE LOTTERY
NEW JERSEY STATE LOTTERY
NEW YORK LOTTERY
NORSKE SPILL A.S.
ONTARIO LOTTERY AND GAMING CORP.
OHIO LOTTERY COMMISSION
OREGON LOTTERY
OSTERREICHISCHE LOTTERIEN GMBH
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JURISDICTION
PAN MALAYSIAN SWEEPS SDN BHD
PBL OF PUERTO RICO, INC.
PGMC MARKETING CORP
PLAYPRINT (IRELAND)
PROYECTOS Y VENTAS INSTANTANEA S.A. DE C.V.
SINGAPORE POOLS
SOCIETE DE LA LOTERIE (SWISS ROMA)
SVENSKA SPEL
TAIWAN LOTTERY CO. LTD.
TEXAS LOTTERY COMMISSION
TOTALIZATOR SPORTOWY SP.Z.O.O
VEIKKAUS OY
WESTERN CANADA LOTTERY CORP.
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Client List for FY 2010
JURISDICTION
AN POST NATIONAL LOTTERY GAME
ARIZONA STATE LOTTERY
BRITISH COLUMBIA LOTTERY CORP.
CALIFORNIA LOTTERY
CONAFRA LOTERIA NACIONAL REPUBLICA DOMINICANA
CONNECTICUT LOTTERY
CONTIFORME/AMRAM
CYPRUS GOVERNMENT LOTTERY
DANSKE SPIL
E‐GAME SOLUTIONS INC./GEORGIAN LOTTERY COMPANY
FLORIDA LOTTERY
GEORGIA LOTTERY
GEORGIAN LOTTERY COMPANY LLC
ILLINOIS DEPARTMENT
INTERKANTONALE LANDESLOTTRIE (SWISS LOS)
INTERPROVINCIAL LOTTERY CORP.
IOWA LOTTERY
KANSAS LOTTERY
LA FRANCAISE DES JEUX
LA PACIFIQUE DES JEUX
LOTO QUEBEC
MARYLAND LOTTERY
MASSACHUSETTS STATE LOTTERY
MICHIGAN BUREAU OF STATE LOTTERY
MIFAL HAPAYIS
MINNESOTA STATE LOTTERY
NAGA SPORTS LIMITED
NEW JERSEY STATE LOTTERY
NEW YORK LOTTERY
NORSKE SPILL A.S.
ONTARIO LOTTERY AND GAMING CORP.
OHIO LOTTERY COMMISSION
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JURISDICTION
OREGON LOTTERY
ORGANIZACION NACIONAL DE CIEGO ESPANOLES
OSTERREICHISCHE LOTTERIEN GMBH
PAN MALAYSIAN SWEEPS SDN BHD
PBL OF PUERTO RICO, INC.
PGMC MARKETING CORP
PLAYPRINT (IRELAND)
PROYECTOS Y VENTAS INSTANTANEA S.A. DE C.V.
SINGAPORE POOLS
SOCIETE DE LA LOTERIE (SWISS ROMA)
SVENSKA SPEL
TAIWAN LOTTERY CO. LTD.
TEXAS LOTTERY COMMISSION
TOTALIZATOR SPORTOWY SP.Z.O.O
VEIKKAUS OY
WESTERN CANADA LOTTERY CORP.
WISCONSIN LOTTERY
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2. OWNERSHIP CONTROL AND KEY CORPORATE PERSONNEL
CORPORATE STRUCTURE
Pollard Banknote Limited (“PBL”) is a Federal public corporation organized under the laws
of Canada.

Owners of the Equity Interest
•
•

Pollard Equities Limited owns approximately 73.5% of the issued capital stock of
PBL.
Various public shareholders own approximately 26.5% of the issued capital stock of
PBL.

Subsidiary/Parent Relationship
•

Pollard Equities Limited is wholly owned by PBL Holdings Limited, which is in turn
owned as to 100% of the Common shares, 33 1/3% by each of the John S. Pollard
Family Trust, the Gordon O. Pollard Family Trust, and the Douglas E. Pollard Family
Trust.

•

Pollard Banknote Income Fund is wholly owned by PBL.

•

Pollard Banknote Trust is wholly owned by the Pollard Banknote Income Fund.

•

Pollard Banknote GP Limited (“PBGP”) is owned as to approximately 26.7% by
Pollard Banknote Trust and as to 73.3% by PBL.

•

PBGP is the sole general partner of PBLP and owns a .01% interest (100% of the
General Partner Units) in PBLP.

•

PHLP is the sole limited partner of PBLP and owns a 99.99% interest (100% of the
Limited Partner Units) in PBLP.

•

PBGP is also the sole general partner of PHLP and owns a 0.5% interest (100% of the
General Partner Units) in PHLP.

•

PBL and Pollard Banknote Trust are the only limited partners of PHLP, together
owing the remaining 99.95% interest in PHLP.

OFFICERS AND DIRECTORS
Pollard Banknote Limited, the entity responding to this RFP, is a Canadian public
corporation. The officers and directors are as follows:
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1. Lawrence Oliver Pollard – Director and Chairman of the Board
610 South Drive
Winnipeg, Manitoba
Canada
R3T 0B1
Date of birth: January 26, 1928
Phone: (204) 4750658
Lawrence (Lawrie) Pollard joined his family’s printing business, Saults & Pollard, in 1947.
By 1974 the company had changed its name to Pollard (Western) Banknote Limited and by
1978 it prepared to enter the highly competitive lottery and break open (pull tab) ticket
industry. In 1984, Lawrie Pollard bought out the family‐owned business, assuming 100
percent ownership of all common shares and advanced Pollard Banknote’s success in the
growing instant lottery ticket printing industry.
Lawrie is a graduate of the Dunwoody Industrial Institute of Printing Management in
Minneapolis. He is past national president of the Canadian Graphic Arts Industries
Association and was on its executive for 10 years. He has also been president of the
Winnipeg Graphic Arts Association.
Lawrie sits on the Board of Directors of several public and private companies and
institutions. He is a past president of Winnipeg’s Chamber of Commerce and was Manitoba’s
Entrepreneur of the Year in 1991.

2. Gordon Oliver Pollard – Director, Co‐Chief Executive Officer, and Secretary
580 Park Boulevard
Winnipeg, Manitoba
Canada
R3P 0H4
Date of birth: October 14, 1959
Phone: (204) 8966276
Gordon Pollard joined Pollard Banknote in 1989 as Vice President, Marketing. He has served
as Co‐Chief Executive Officer (with brother John Pollard) since 1997.
Gordon holds a Bachelor of Arts degree (1979) from the University of Winnipeg. He
subsequently earned a Bachelor of Law degree from the University of Manitoba and was
called to the Manitoba Bar in 1986.
He practiced law for several years with a major Manitoba firm, specializing in corporate and
securities law, before joining Pollard Banknote.
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3. John Struthers Pollard – Director and Co‐Chief Executive Officer
86 Donningon Road
Winnipeg, Manitoba
Canada
R3R 3S6
Date of birth: June 25, 1961
Phone: (204) 8963320
John Pollard joined Pollard Banknote in 1986 as Vice President, Operations. He has served as
Co‐Chief Executive Officer (with brother Gordon Pollard) since 1997.
John holds a Bachelor of Commerce (Honors) degree (1983) from the University of
Manitoba. He is a member of The Institute of Chartered Accountants of Manitoba, and
worked for the accounting firm of Deloitte & Touche (now Deloitte) before joining Pollard
Banknote.

4. Douglas Earle Pollard – Director and Vice President
316 Montrose Street
Winnipeg, Manitoba
Canada
R3M 3M8
Date of Birth: October 27, 1970
Phone: (204) 4771911
Doug Pollard joined the company in 1997, serving as General Manager of a company
subsidiary in Paris, France. Subsequently, Doug has led Pollard Banknote’s initiatives in
developing co‐operative lottery management services. He is our Vice President, Lottery
Management Services.
Doug holds an M.B.A. (1995) from The Richard Ivey School of Business at the University of
Western Ontario and a Bachelor of Arts degree from the University of Manitoba.
Before joining Pollard Banknote, Doug worked for Price Waterhouse as a Senior Consultant
in supply chain management.

5. Delmore Clair William Crewson – Director
170 Victoria Crescent
Winnipeg, Manitoba
Canada
R2M 1X4
Date of birth: June 25, 1942
Phone: (204) 2559534
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Del Crewson recently retired as a senior partner and Vice‐Chair of Deloitte. Mr. Crewson
provided audit, tax, forensic, litigation support, and business advisory services to a wide
range of both private and public sector customers for over 30 years.
Mr. Crewson became a member of the Institute of Chartered Accountants of Manitoba in
1967, was elected a “Fellow” in 1983, and received the Lifetime Achievement Award from
the Institute in 2003.
He currently serves on the Board of Directors of the Wawanesa Mutual Insurance Company
and two of its subsidiary companies, and the Audit Committee of the University of Winnipeg.

6. Jerry Lynn Gray, Ph.D. – Director
564 Parkwood Place
Winnipeg, Manitoba
Canada
R3T 3Z6
Date of birth: September 13, 1942
Phone: (204) 2611624
Dr. Jerry Gray is Dean Emeritus of the I. H. Asper School of Business at the University of
Manitoba. He has taught management and organizational behaviour at the University since
1970, and also served as Dean of the Asper School of Business from 1996 to 2004.
As President of J.L. Gray & Associates Ltd., a consulting firm specializing in human resource
development, Dr. Gray has consulted with many major corporations in North America.
Dr. Gray currently serves as a Director of Gendis Inc., the Institute of Chartered Accountants
of Manitoba, and CentreVenture Development Corporation.

7. Garry Arthur Leach – Director
2875 Southey Point Road
Salt Spring Island, British Columbia
Canada
V8K 1A2
Date of birth: April 2, 1948
Phone: (250) 5371692
Mr. Leach is the CEO of Belcher Island Smelting & Refining Corp. (an investment
corporation).
From 1988 to 2004, he was President and CEO of Gerdau MRM Steel (Manitoba Rolling
Mills), and its predecessors. Prior to that, he served as President and CEO of Mandak Metal
Processors Ltd.
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Mr. Leach currently serves on the Board of Directors of Manitoba Hydro and GLM Industries.
Mr. Leach has previously served on the Board of Directors for Gerdau Ameristeel (TSX,
NYSE), the Canadian Steel Producers Association (Ottawa), the Steel Manufacturers
Association (Washington), Mentor Capital Inc., the Premier’s Economic Innovation and
Technology Council (EITC), and the Business Council of Manitoba.
He has also served as Regent for the University of Winnipeg, Chair for Invest Manitoba, Co‐
Chair for the Nature Conservancy of Canada, and as an Advisor to Arts Stabilization
Manitoba and the University of Manitoba’s Department of Continuing Education.

8. Rob William Rose – Chief Financial Officer
74 Pine Valley Drive
Winnipeg, Manitoba
Canada
R3K 1Y1
Date of birth: July 16, 1960
Phone: (204) 8859495
Rob Rose joined Pollard Banknote in 1994 with 13 years of experience with a large public
accounting and consulting practice with a focus on retail customers. His customers included
some of Canada’s largest retailers.
Rob has consulted extensively with lottery organizations running large ticket operations,
supplying internal audit services to these organizations.
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3. AVAILABLE FACILITIES TO SATISFY CONTRACT REQUIREMENTS
As previously summarized in response to 4.1 Business Organization (A. Details of the
Organization, 2. Subordinate Elements Performing the Work), Pollard Banknote
operates the following facilities in the manufacture and support of instant tickets (photos of
these premises are located on the ensuing pages):
Winnipeg, Manitoba
Corporate Headquarters, Backup Facility for Instant Ticket Production (250,000 sq. ft.)
1499 Buffalo Place
Winnipeg, MB R3T 1L7
Ypsilanti, Michigan
Primary Instant Ticket Production Facility for the New York Lottery (89,000 sq. ft.)
775 James L. Hart Parkway
Washtenaw Business Park
Ypsilanti, MI 48197
Barrhead, Alberta (pouching and finishing exclusively, if required; 20,000 sq. ft.)
6203‐46th Street
Barrhead, AB T7N 1A1
Sault Ste. Marie, Ontario (finishing exclusively, if required; 22,000 sq. ft.)
45 White Oak Drive
Sault Ste. Marie, ON P6B 4J7
Council Bluffs, Iowa (pulltab tickets and vending machines, if required; 130,000 sq. ft.)
504 34th Avenue
Council Bluffs, IA 51501‐8095

Be assured that Pollard Banknote is ready to enlist any or all of the above‐noted facilities to
ensure we meet all production obligations on behalf of the New York Lottery.
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4.3 EXPERIENCE OF THE VENDOR’S ORGANIZATION
WHAT’S COMING UP: OUR RESPONSE TO 4.3 EXPERIENCE OF THE
VENDOR’S ORGANIZATION
Pollard Banknote’s response to this section of the RFP covers all stipulations noted. To
navigate this section most effectively, we’ve elected to divide our comprehensive answer to
this section into the chief areas noted below. We hope the Evaluation Committee finds this
approach helpful. The four principal components that comprise our response to 4.3
Experience of the Vendor’s Organization are as follows:

I. POLLARD BANKNOTE’S EXECUTIVE COMMITTEE
This component addresses the requirement that we disclose those managing individuals
who have overall responsibility for all projects conducted pursuant to the RFP. At Pollard
Banknote, this highest level of responsibility resides with our Executive Committee, a nine‐
person oversight entity that averages 20 years of lottery experience per member.
As stipulated, we’ve included brief resumés for these personnel that disclose their relevant
education, knowledge, training, and experience.

II. THREE REFERENCES FROM NASPL JURISDICTIONS
To address the reference‐related requirement within this section of the RFP, we’ve
presented information from the following three NAPSL clients we serve as Primary Vendor:
the Maryland, New Jersey, and Michigan lotteries. All stipulated contact information has
been included herein, of course. In addition, we briefly list the services we currently provide
to these customers.
For far more information related to our work with these clients—as well as with many other
NASPL customers we currently serve—we invite the Evaluation Committee to refer to the
fifth component of our answer to this section, entitled IV. Pollard Banknote: A Company
Profile. Within this subsection, the fourth narrative (4. Client Summaries Insert: Where
the Rubber Hits the Road) is the relevant piece.

III. POLLARD BANKNOTE: DYNAMIC, DETERMINED, AND DEXTEROUS
Prior to delving into the more comprehensive company profile found in IV. Pollard
Banknote: A Company Profile, we first offer up a few brief narratives aimed at
communicating why we believe re‐establishing a strong relationship with Pollard Banknote
will greatly benefit the New York Lottery.
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These four narratives include:
1.
2.
3.
4.

Pollard Banknote: An Historical Overview
Personnel, Internal Procedures, and Other Resources Required
Production Abilities and Support Services: A Primer
Corporate Philosophy: Integrity at Work

It’s no secret that we want very much to regain the honor of being the Lottery’s Primary
Vendor—a distinction we were very proud to hold not long ago. This collection of offerings
succinctly summarizes why Pollard Banknote’s over 1,100 personnel will coalesce into the
most effective Vendor for the New York Lottery both right now and throughout the ensuing
years. From where we came from over 100 years ago to the ethical tenets that still drive us
today, we hope to leave the Evaluation Committee with a very real sense of why our
company’s slogan is “Integrity at Work.”

IV. POLLARD BANKNOTE: A COMPANY PROFILE
Here we present a series of narratives designed to satisfy the RFP’s requirement for a
thorough description of our organization. As our past history as a former Primary Vendor to
the Lottery attests, we herein demonstrate that our company possesses sufficient size and
qualifications to perform the services defined in the RFP.
Throughout this assortment of four offerings, we delve into specific areas of expertise—
production, research, and marketing perspectives, for example—which explore and highlight
our overall abilities. We also proffer corporate and organizational charts that help put our
extensive operation into a more user‐friendly framework. And we present an extensive
series of client‐based commentaries that showcase the vast array of successful endeavors
we’ve helped orchestrate within various NASPL jurisdictions.
In sum, the four pieces that comprise our answer to this final component are as follows:
1.
2.
3.
4.
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I. POLLARD BANKNOTE’S EXECUTIVE COMMITTEE
Pollard Banknote is highly sensitive to the desire on the part of the New York Lottery to
know who will have overall responsibility for all projects conducted pursuant to the RFP—
and we certainly understand that exceptions can only be made with the approval of the
Lottery.
At Pollard Banknote, overall responsibility of the sort noted in the RFP resides with our
Executive Committee. This committee consists of nine individuals whose areas of expertise
coalesce into an entity with a strong, intensely focused leadership skill set.

Brothers Gordon and John Pollard are Co‐Chief Executive Officers of our company,
overseeing, respectively, all aspects of marketing and production. Together they lead an
Executive Committee that averages 20 years of experience in the lottery industry.
Our employee turnover rate is low, and our continuing growth has allowed us to hire many
more skilled employees who work under the direction of this experienced management
team.
Whether in marketing, production, or other areas, the personnel in our company operate in
a flat organizational structure. We encourage an open door policy allowing our account
representatives to consult quickly with executive management for direction on customer‐
related issues.
A customer’s concerns are never diluted or misrepresented on the way to someone who can
take action.
Rest assured, our Executive Committee will become involved in the Lottery’s issues
whenever it is deemed necessary.
This committee is comprised of the individuals identified on the following pages.
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Gordon Oliver Pollard, CoChief Executive Officer ‐ Gordon
Pollard joined Pollard Banknote in 1989 as Vice President,
Marketing. He has served as Co‐Chief Executive Officer (with
brother John Pollard) since 1997.
Gordon holds a Bachelor of Arts degree (1979) from the University
of Winnipeg.
He subsequently earned a Bachelor of Law degree from the
University of Manitoba and was called to the Manitoba Bar in 1986.
He practiced law for several years with a major Manitoba firm,
specializing in corporate and securities law, before joining Pollard
Banknote.
Gordon Pollard has overall responsibility for marketing and sales
operations for Pollard Banknote facilities and offices. He will be
directly involved in contract negotiations should Pollard Banknote
become the successful bidder, and will oversee all activities related
to the performance of the contract.

John Struthers Pollard, CoChief Executive Officer ‐ John Pollard
joined Pollard Banknote in 1986 as Vice President, Operations. He
has served as Co‐Chief Executive Officer (with brother Gordon
Pollard) since 1997.
John holds a Bachelor of Commerce (Honors) degree (1983) from
the University of Manitoba.
He is a member of The Institute of Chartered Accountants of
Manitoba, and worked for the accounting firm of Deloitte & Touche
(now Deloitte) before joining Pollard Banknote.
John Pollard has overall responsibility for manufacturing, technical
support, and financial operations for all locations of the company. In
this capacity, he will be made aware of all of the Lottery’s ticket
requirements. John’s support and commitment to honoring the
contract requirements is guaranteed and will ensure that Pollard
Banknote fulfils all obligations should we become the successful
Vendor.
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Douglas Earle Pollard, Vice President, Lottery Management
Services  Doug has demonstrated leadership in the lottery industry
in a variety of roles. From 1997 to 1999, he was the General
Manager of Imprimerie Spéciale de Banque, a subsidiary of Pollard
Banknote based in Paris, France. In this position, he managed a staff
of over 75 employees and oversaw the printing of instant lottery
tickets for France, Eastern Europe, and Africa.
Subsequently, Doug has assumed a leading role in the development
of shared‐service opportunities for Pollard Banknote and is
currently working on several projects of this nature with significant
lotteries throughout the world.
Additionally, Doug is directly involved in our lottery management
efforts in Maryland, Saskatchewan, and Puerto Rico and is routinely
engaged in day‐to‐day operations.
Prior to joining Pollard Banknote, Doug was a senior consultant
with Price Waterhouse in their supply chain management group. He
worked on projects in the hospitality and consumer products
industries that emphasized business process redesign of core order
fulfillment processes (raw material purchasing, shipping, invoicing,
and cash collection).
Doug holds a Master of Business Administration from the University
of Western Ontario and a Bachelor of Arts from the University of
Manitoba.
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Robert William Rose, Vice President, Finance ‐ Rob Rose, Chief
Financial Officer, joined Pollard Banknote in 1994 as Corporate
Controller. He became Chief Financial Officer in 1996. His areas of
responsibility within Pollard Banknote cover all finance and
accounting matters, including external financial reporting,
accounting and internal information reporting, treasury, capital
management, taxation, purchasing, and investor relations.
Rob led the team responsible for the Initial Public Offering (IPO) of
Pollard Banknote in 2005, which resulted in the previously private
family company selling a portion to the investing public.
He continues to be responsible for all regulatory and securities
issues relating to the conduct of Pollard Banknote as a publicly
traded corporation.
Rob has also led the acquisition of two large companies during his
time at the company and has played an important role in their
ensuing integration.
In addition to his duties with the company, Rob currently serves as
a member of the Audit Committee of the Reh‐Fit Centre, a non‐profit
health and wellness facility.
Prior to 1994, Rob served for 13 years in increasingly senior roles
with the accounting firm KPMG. He served in audit and consulting
roles with a number of organizations with a focus on serving the
gaming industry, including both lottery organizations and casinos.
Rob has a B. Comm. (Honours) from the University of Manitoba and
is a member of the Institute of Chartered Accountants of Manitoba,
obtaining his Chartered Accountant's designation in 1984.
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Jennifer Doris Westbury, Vice President, Sales & Marketing ‐
Jennifer Westbury joined the company in 1991 as Manager,
International Marketing. As Vice President, Sales and Marketing, she
is now responsible for marketing our products and services to all of
our Canadian and international clients and for managing
relationships with these clients.
Jennifer assumed the additional responsibility of overseeing Pollard
Banknote’s Council Bluffs facility (American Games) in 2002. In this
role, she consults closely with senior sales and marketing staff at
American Games and Pollard Banknote.
Jennifer Westbury graduated from Rice University in Houston, Texas
with Bachelor of Arts and Master of Business Administration
degrees. She also studied at Oxford University in England. Prior to
joining the company, Jennifer held management positions with Booz
Allen & Hamilton and with Ernst & Young.
David Paul Colatriano, Vice President, Operations – David
Colatriano possesses more than two decades of senior management
experience at both the general management and executive level. As
Pollard Banknote’s Vice President, Operations, he has corporate
responsibility for the Manufacturing, Pre‐Press, and Information
Systems departments at all of our instant ticket production
facilities.
Prior to joining Pollard Banknote, David was the General Manager of
the direct marketing division of Fry Communications, where he
helped establish and build the company’s direct marketing and
digital printing division. Prior to that, David spent over 20 years
with Vertis Incorporated, rising to the position of Senior Vice
President and General Manager, North America. As such, he oversaw
10 production facilities with 1,700 employees and boasted annual
revenues of $400 million.
David holds a Master of Business Administration from LaSalle
University and a Master of Science degree in Marketing from Temple
University. He also holds a Bachelor of Science degree in Industrial
Engineering from the College of New Jersey.
Given that he has been designated as one of Pollard Banknote’s key
personnel for the New York Lottery account, a more extensive resumé
for David can be found within our response to 4.4 Project
Management and Staffing.
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Robert Leslie Stewart, Vice President, Manufacturing – Bob
joined Pollard Banknote in 1988. He now brings over 20 years of
lottery experience and has managed manufacturing operations at
Pollard Banknote plants in the U.S., Canada, and Europe.
He has been an integral part of the growth Pollard Banknote has
experienced over the years, going from a small, private, family‐
owned business to the second‐largest instant ticket producer in the
world. Bob is currently responsible for manufacturing in our
Barrhead, Sault Ste. Marie, and Council Bluffs plants. In addition, he
is responsible for our corporate quality, health and safety,
environment, security, scheduling, and human resources functions.
Bob holds a Master of Business Administration and a Bachelor of
Social Work, both from the University of Manitoba.
Given that he has been designated as one of Pollard Banknote’s key
personnel for the New York Lottery account, a more extensive resumé
for Bob can be found within our response to 4.4 Project
Management and Staffing.

Donald Frank Sawatzky, Vice President, Sales & Marketing –
With over 24 years of experience in the lottery industry, including
four years with the Western Canada Lottery Corporation (WCLC)
and 18 years with Pollard Banknote, Don Sawatzky has extensive
knowledge of the promotional games market and is well‐versed in
all of its facets—including sales, game design, and promotion of
instant games, products, and services.
He has provided direction for all of Pollard Banknote’s instant ticket
contracts in the United States and has been chiefly responsible for
the widespread acceptance of Pollard Banknote’s products and
strategies by U.S. lotteries.
As Vice President, Sales & Marketing, Don is responsible for all of
Pollard Banknote’s instant lottery business in North America. He
oversees a department of 25 marketing and sales professionals that
together provide direction and strategy in areas of instant game
sales, game design, promotions, and market research.
Given that he has been designated as one of Pollard Banknote’s key
personnel for the New York Lottery account, a more extensive resumé
for Don can be found within our response to 4.4 Project
Management and Staffing.
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Riva Jean Richard, Vice President, Legal Affairs, and General
Counsel – Riva Richard joined Pollard Banknote in December 2010 as
Vice President, Legal Affairs, and General Counsel. Before joining Pollard
Banknote, Riva served as Vice President, Legal Affairs, and Corporate
Secretary of Canwest Global Communications Corp. Prior to that, Riva
practiced as a corporate law associate with the Toronto office of
McCarthy Tetrault LLP.
Riva received her Bachelor of Laws and Bachelor of Civil Law degrees
from McGill University, and holds an undergraduate business degree
from the Richard Ivey School of Business at the University of Western Ontario. She is a
member of the Ontario and Manitoba Bars, and in 2005 was named as one of Canada’s “Top
40 Corporate Counsel: 40 and Under 40” by Lexpert Magazine.
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II. THREE REFERENCES FROM NASPL JURISDICTIONS
The three NASPL clients presented on the ensuing pages—all of whom we serve as Primary
Vendor—may be contacted as references for commodities and services similar to those
required by this RFP.
Please note: while we briefly summarize the services we provide to these clients within this
subsection, we invite the Evaluation Committee to review our extensive Client Summaries
Insert for a far more comprehensive set of notable highlights we’ve compiled that discusses
our partnership with these three lotteries—and many other NASPL clients as well. This
insert can be found later on in this section within IV. Pollard Banknote: A Company
Profile (see 4. Client Summaries Insert: Where the Rubber Hits the Road).
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1. MARYLAND STATE LOTTERY AGENCY
1800 Washington Boulevard, Suite 330
Baltimore, Maryland, 21230

Contact
Gina Smith
Assistant Director/CFO
Tel: (410) 230‐8763
Fax: (410) 230‐8727
E‐mail: gmsmith@msla.state.md.us

Client History
Customer Since:
Present Instants Contract:
Renewals:

2004
July 2006 – June 2013
None

Contract Type
Instant Tickets: Primary (including lottery management services)

Services Currently Offered
Instant Tickets
•
•
•
•
•
•
•

Game design
Ticket production
Marketing services
Gameplan development
Translucent marking system/extended play games
Fusion ® games
Licensed games

Supplemental Services
•

Lottery management services (logistics expertise for warehousing,
distribution, and/or retailing)

RFP No.: C110001

Experience of the Vendor’s Organization

91

Experience of the Vendor’s Organization…

2. NEW JERSEY LOTTERY
One Lawrence Park Complex, Brunswick Avenue Circle
Lawrenceville, New Jersey, 08648

Contact
Foster Krupa
Marketing Manager
Tel: (609) 599‐5878
Fax: (609) 599‐5935
E‐mail: foster.krupa@lottery.state.nj.us

Client History
Customer Since:
Present Instants Contract:
Renewals:

1996
Pending
None

Contract Type
Instant Tickets:

Primary

Services Currently Offered
Instant Tickets
•
•
•
•
•
•
•
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3. MICHIGAN LOTTERY
101 East Hillsdale, P.O. Box 30023
Lansing, Michigan, 48909

Contact
Tom Weber
Acting Chief Deputy Commissioner
Tel: (517) 335‐6832
Fax: (517) 241‐0104
E‐mail: webert@michigan.gov

Client History
Customer Since:
Present Instants Contract:
Renewals:

1996
January 2009 – December 2013
Three 1‐year extensions available

Contract Type
Instant Tickets:
Supplemental Services:

Primary
Pull‐tab games

Services Currently Offered
Instant Tickets
•
•
•
•
•
•

Game design
Ticket production
Marketing support / Market research assistance
Focus group testing development
Innovative products
Licensed games

Supplemental Services
Pull‐tab game design, ticket production, marketing support, promotional support
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III. POLLARD BANKNOTE: DYNAMIC, DETERMINED, AND DEXTEROUS
We’ve divided this commentary into four distinct narratives, each of which is designed to
offer the Lottery a brief overview that reveals how re‐establishing a strong relationship with
Pollard Banknote will benefit its instant ticket operation.
These narratives include:
1.
2.
3.
4.

Pollard Banknote: An Historical Overview
Personnel, Internal Procedures, and Other Resources Required
Production Abilities and Support Services: A Primer
Corporate Philosophy: Integrity at Work

By reviewing the information we furnish on the ensuing pages, we’re hoping to leave the
Evaluation Committee with a single, overriding impression: we want very much to regain the
honor of being the Lottery’s Primary Vendor—a distinction we were very proud to hold a
few short years ago. And to make this kind of partnership possible once again, we’ve tried
our best with this series of narratives to demonstrate the kind of partner we strive to be
each and every day.
Our organizations have shared some great history together, no doubt about it, and we’re
confident that even more impressive milestones can be reached together. Ultimately, we
hope the way we’ve chosen to do business together over the years is the way the New York
Lottery relates to best.

“YES IS THE ANSWER. WHAT’S THE QUESTION?”
In a nutshell, that’s the way we try to operate at all times. We think “product” and “service”
shouldn’t be considered separate entities. Instead, those of us here at Pollard Banknote
think these two essential elements are intimately intertwined and lead to the most satisfying
successes possible for our valued clients.
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1. POLLARD BANKNOTE: AN HISTORICAL OVERVIEW

As the Lottery is no doubt aware, given Pollard Banknote’s record of service within the state,
our company produces billions of tickets each year for a growing list of customers. Cash
resources, coupled with our current in‐place bank facilities and a significant history of
strong cash generation, give us the stability, capital resources, and financial responsibility
necessary to undertake major projects in the lottery industry—including regaining Primary
Vendor status with the New York Lottery.
Pollard Banknote’s expertise applies to all aspects of lottery ticket production. We make
products in a near limitless array of shapes, sizes, colors, and play formats; we also supply
the expertise and client service to manage all aspects of sales, marketing, warehousing, and
distribution.

We balance innovation
and creative instincts
with a straightforward
approach to business
built on integrity and
personal service.

The company’s roots go back to 1907, when commercial printer
Saults & Pollard opened for business in Winnipeg, Manitoba,
Canada. By the mid‐1970s, the company had moved into
security printing. This work included stamps, stocks and bonds,
and government documents.

Around this time, the lottery industry was growing. Pollard
Banknote was in a good position to serve this industry because
the tickets demanded both superior graphic printing and high
security. The company set about meeting the exacting needs of
secure lottery printing, investing in new equipment and expertise. By the mid‐1980s, the
company was serving government lotteries in Canada, overseas, and by decade’s end, the
United States.
Our employee turnover rate is low, and our continuing growth has allowed us to hire many
more skilled employees who work under the direction of a strong and experienced
management team.
Pollard Banknote Limited—the entity submitting this proposal—was established in March
2010 under the laws of Canada. In August 2005, Pollard Banknote, a private, family‐owned
company since its founding, went public, a change that simply strengthened our commitment
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to the lottery industry and enhanced the company’s ability to continue to compete and grow
within it. While this was a major step for Pollard Banknote, the Pollard family remained in
control of the new entity with a majority ownership position.
Prior to August 2005, Pollard Banknote was privately held and owned equally by family
trusts of three Pollard brothers, Gordon, John, and Doug Pollard, and members of their
families (the “Pollards”).
With the successful completion of an Initial Public Offering in August 2005, an approximate
26.7% interest in the operation was sold to the public through the sale of units in the Pollard
Banknote Income Fund. Pollard Banknote Income Fund was an unincorporated, open‐ended
trust. In May 2010, Pollard Banknote Income Fund converted from an income trust to a
corporation. The entity which succeeded Pollard Banknote Income Fund is Pollard Banknote
Limited, whose shares are listed on the Toronto Stock Exchange under the symbol “PBL.”
This entity is directly owned and controlled by Pollard Equities Limited (as to approximately
73.5%) which is ultimately owned by members of the Pollard Family. Various members of
the public own the rest of Pollard Banknote Limited (approximately 26.5%).

Brothers Doug, Gordon, and John Pollard: fourthgeneration family leadership with a
combined experience at Pollard Banknote totaling more than 60 years

The Pollard family has managed the organization since its founding in 1907. Chairman
Lawrence O. Pollard has served the family business since 1947. Currently, three members of
the Pollard family are in senior management positions, with a combined experience at
Pollard Banknote totaling more than 60 years.
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Pollard Banknote has now served the lottery industry for 25 years. We have earned a
reputation as an honest, reliable supplier. Today and going forward, the New York Lottery
can count on our company’s stability and presence as a solid contributor and supplier to the
lottery industry.
We’ve gained many insights serving lotteries of varying size and need. These insights guide
us in developing viable, valuable solutions for our customers. We balance innovation and
creative instincts with a straightforward approach to business built on integrity and
personal service. These attributes have helped establish and strengthen relationships with
many of the world’s most respected lotteries.
Pollard Banknote has supplied as many as two billion tickets in one year—in press runs as
large as 165 ESS million tickets—to La Française des Jeux (FDJ), one of the world’s largest
lotteries. Our press runs for the New York Lottery have been as large as 80 million tickets.
Pollard Banknote’s customers are as diverse as the world’s cultures. The list includes many
of the top‐performing and most exacting lotteries, and includes both innovators and those
simply needing a solid, reliable supplier. The experience we’ve gained producing so many
games—and printing to so many different sets of specifications—will be at the New York
Lottery’s service.
Cash resources, coupled with our current in‐place bank facilities and a significant history of
strong cash generation give us the stability, capital resources, and financial responsibility
necessary to undertake major projects in the lottery industry—including the NewYork
Lottery contract.
Our ability to finance this project is clearly demonstrated in the financial information we’ve
provided in response to 4.2 Financial Viability where we’ve referenced the various
financials Pollard Banknote has presented within Appendix C: Financials.
Over the past 23 years, we have maintained a 15.5% compound annual growth rate (CAGR)
in revenue.
Ultimately, Pollard Banknote has enjoyed growth as a lottery printer because we make every
effort to provide exactly what our customers require: tickets of the highest quality, security,
and marketability, complemented by a broad range of pre‐production and post‐production
support services. Customers consistently rely on us to furnish them with a full slate of
services, including working papers, game design generation, ticket graphics and design,
prize structures, computer programming for ticket generation, production, imaging,
inventory control and validation, security, and redemption of instant lottery games.
In sum, please be assured that our service to lotteries incorporates every component of the
requisite experience the RFP details throughout.
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VISIONARY PLANNING PROCESS: PART AND PARCEL AT POLLARD BANKNOTE
Pollard Banknote has a detailed and in‐depth planning process
that embraces the origins of our business, reflects the success
we’ve
enjoyed in the markets we serve, and addresses the
“Luck is the residue of
challenges of the future. This planning process begins with
design.”
parameters set by the stakeholders, the Board of Directors, and
the Executive Committee, and builds from this framework a
Branch Rickey, Major
detailed plan that involves each department and group within
League Baseball
our company. This planning process is very extensive and is
executive
linked to our ISO processes and certification. We are pleased to
present to the New York Lottery a description of this three‐part
planning process—involving stakeholders, frameworks, and objectives—as well as the key
elements of our plan.

I. Stakeholders
1. Pollard Banknote Shareholders
Pollard Banknote’s stakeholders cover a broad array of perspectives and interests and
include a wide cross‐section of institutional investors, as well as retail investors, many of
whom live and work in Pollard Banknote communities, including our own employees. As
well, the principals of Pollard Banknote, members of the Pollard family, remain majority
shareholders.

2. The Lottery Industry
Pollard Banknote recognizes that we are a key member of the lottery industry. As a premier
supplier to the industry, we play an important role in establishing, maintaining, protecting,
and promoting the inherent value of government regulated lotteries.

3. Lottery Corporations and Charitable Organizations
As our customers and partners, lottery corporations and charitable organizations around the
world rely on us to be strategically engaged assisting them in the pursuit of their goals.

4. Governments
As regulators of the lottery industry, governments rely on our expertise, integrity, and
innovation to ensure that the primary rationale for government run lotteries is
maintained—namely the provision of fair, honest lotteries benefitting the communities they
serve.
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5. Employees
Our employees have been the sustaining source of the success of our business and will
continue to be the drivers of integrity, quality, service, and innovation. Quite simply, their
success is our success. Our collective contribution to the communities we operate in
underscores the quality of life we all enjoy.

II. Five‐pillar Framework for Stakeholders
Collectively, the parameters for Pollard Banknote that these stakeholders have set may be
described in the following framework:
Pollard Banknote will continue to be a leader in the industries, communities, and markets
within which we operate. We will provide exceptional products and services to our
customers, outstanding employment and career opportunities to our employees, and
generate value for our clients, staff, and shareholders by achieving excellence in all those
areas.
The five pillars of this framework are:

1. Products & Service
In providing our products and our services, we will ensure that we meet the standards of
quality, security, integrity, and innovation that are consistent with a leadership position in
each of the industries/sectors we operate in.

2. Value
We will provide our products and services at competitive prices such that they create value
for our customers and our shareholders.

3. Processes
Rigorous control over our processes will ensure that we are able to achieve continuous
improvement in quality and cost effectiveness, while also having the resources to pursue
innovation.

4. People
We will provide safe, stable, high‐quality employment opportunities for staff and ensure that
there are growth and development opportunities within our company. This will require
finding, training, motivating, and compensating employees in an effective manner, as well as
ensuring that our own growth continues to provide new opportunities.
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5. Communities
We will enhance and improve the communities we operate in by providing employment
opportunities and by committing ourselves to contribute in meaningful ways to community
development and environmental sustainability.
With our overall framework in place, the Executive Committee has established Pollard
Banknote’s management policy. This policy establishes measurable parameters for the day‐
to‐day operation of our business.
Our Safety
The owners and management of Pollard Banknote will establish and enforce safe and healthy
working conditions for our employees, and ensure compliance with applicable legislation.
Our Products
Pollard Banknote will consistently meet our customers’ expectations. We will achieve this by
fulfilling their requirements and specifications for lottery products and related services.
Our Environment
Pollard Banknote will be environmentally responsible in all aspects of our business. We will
reduce our need for environmentally unfriendly raw materials by striving for better yield
rates in the production of our products and by utilizing less volatile materials whenever
possible.
Our Improvement
We will continually strive to improve the products and services we deliver to our
co‐workers and our customers.
Our Commitment
The Executive and management of Pollard Banknote demonstrate their commitment to the
management policy by providing our staff with clear requirements, along with training,
opportunity, and resources to meet those requirements.

III. Establishing Key Objectives
The next step in our planning process involves the establishment of key objectives, and our
current plan has categorized these into five complementary areas. Measurement of our
progress is critical to our planning process, so each objective must have specific targets
which in turn must be measurable with concrete initiatives, action steps, responsibilities,
and due dates identified. The objective areas are:
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1. Quality
Objectives here deal with improving our own and our customers’ assessment of the quality
of our products and services. We have established measurement and tracking methods to
track internal assessments of the overall quality of our products and services, as well as
assessments conducted by our customers. Measurements are monitored each year, with
action steps identified on specific issues. Our key internal measurement method is our
Action Request System, and our external measurement is the supplier evaluations we
conduct with our customers. This allows us to address issues which may be minor for any
particular customer but which may affect several customers. As well, it provides meaningful
year‐to‐year comparisons of our performance. Key responsibilities in this regard reside with
marketing representatives as well as with our Technical department.

2. Growth
Objectives here focus on generating growth that allows our staff, our shareholders, and our
customers to benefit from increased opportunities. Our targets are tied to (and measured
by) our financial statements, which measure our performance in specific areas. Our current
plans call for continued growth generated via acquisitions, new product development, and
maximizing internal opportunities. Key responsibilities in this regard reside with the
Marketing, Finance, and Technical departments.

3. Safety
The target here has been established as continuous improvement—measured by a reduction
in safety concerns by 25% of the two‐year moving average. Key responsibilities in this
regard reside with our Manufacturing department.

4. Environment
Pollard Banknote has secured ISO 14001:2004 certification—the internationally recognized
standard for environmental management. In doing so, we have committed to continually
refining and improving our plans to reduce our impact on the environment. Part of this
process requires definitively measuring and monitoring this impact. Key responsibilities in
this regard reside with our Quality Assurance group, which is responsible for ISO
certifications.

5. Profitability
Our target here is driven by the distributable cash targets established during the process of
going public in August 2005, which is a function of our status as an income trust.
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This quintet of objectives is then translated across Pollard Banknote’s four main business
groups:
1.
2.
3.
4.

Instant tickets and related services
Pull‐tab tickets and related services
Licensed games
Bingo paper

Detailed action plans have been developed and are monitored monthly, quarterly, and
annually to measure progress in each business unit against the aforementioned key
objectives. Each business unit and functional group is responsible for monitoring their own
progress. The Executive Committee meets annually to review the success of this plan and to
update each of the various phases—ranging from the expectations of our stakeholders
through to the detailed objectives within the business units.
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2. PERSONNEL, INTERNAL PROCEDURES, AND OTHER RESOURCES
REQUIRED
Throughout our proposal, Pollard Banknote’s abilities, procedures, and resources are
explicitly made clear. As a former Primary Vendor to the New York Lottery, a privilege we
sincerely hope to be accorded again via this RFP process, we know we can address the
Lottery’s concerns in each of the areas noted throughout.
Even a cursory glance at the chart below (information that is emphasized and expanded
upon within the relevant sections of our proposal) tells a story with one major thematic
element: as we’ve done in the past as the Lottery’s Primary Vendor, Pollard Banknote can do
the work the New York Lottery requires—now and for many more years to come.
POLLARD BANKNOTE ADVANTAGES
FEATURE

Validation

Security (Games)

Production Capability (Capacity)

ESS Output Since 2000

Artists
Security (Physical Plants)
Security (Programming)
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BENEFIT
PGP‐encrypted validation files secure
sensitive data. This encryption is employed
by 90% of Fortune 100 businesses and nine
Forbes Top‐10 banking institutions.
We conduct 38 security inspections for each
game while in production, plus any
additional inspections required by the
Lottery.
With the introduction of a new inline press
at our Winnipeg plant, our two North
American instant ticket production facilities
can now cumulatively produce
approximately18 billion ESS tickets annually.
Since 2000*, Pollard Banknote has delivered
roughly 8,000 games and nearly 100 billion
ESS tickets to our customers worldwide.
*from 2000 to 2010
Pollard Banknote has 25 illustrators and
designers.
45 security precautions and safeguards are
incorporated into our physical security
program at our production plants.
37 security steps protect our programming
department.
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POLLARD BANKNOTE ADVANTAGES
FEATURE
Precautions and Safeguards (Games)
Inspections and Safeguards (Raw Materials)
Safeguards and Security Measures (Shipping)
Safeguards and Security Measures (Storage)
Programmers and Auditors

Major Audits

Marketing Professionals

Sales Database
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BENEFIT
Up to 24 precautions and safeguards are
designed into every instant ticket we print.
We conduct up to 39 inspections and
safeguards of the raw materials that
comprise our games.
We conduct 12 safeguards and security
measures for shipping instant games.
We have 8 safeguards and security measures
guarding our storage areas.
We boast 34 programmers and auditors
(25 programmers, 9 auditors)
Within a program consisting of 13 major
audits, Pollard Banknote has in place
hundreds of checks and balances to govern
the design and production of the instant
games we print.
Pollard Banknote has 30 experienced
marketing professionals.
Our Industry‐wide Sales Database tracks
hundreds of thousands of weeks of sales data
and offers detailed assessments on over
11,000 games.

Experience of the Vendor’s Organization

RFP No.: C110001

Experience of the Vendor’s Organization…

3. PRODUCTION ABILITIES AND SUPPORT SERVICES: A PRIMER
We offer over the next few pages some key highlights for the Evaluation Committee’s
consideration, both with respect to Pollard Banknote’s production process capabilities and
our extensive support services—all of which are more extensively detailed in the relevant
sections of our response, as permitted within the RFP format.

1. DESIGN AND DEVELOPMENT
To a great extent, instant tickets are the public face of every lottery. That’s why we think a
ticket’s design matters. A lot. It’s not just an afterthought; it’s an essential element contributing
to a lottery’s favorable public perception—and lasting success.

•

Pollard Banknote brings a rich heritage in printing and graphic design to lottery
tickets. We’ve been in business for more than a century.

•

Our focus has been on the lottery industry since 1985. We know how to make sure a
lottery ticket has an eye‐grabbing design, yet still meets all security and technical
requirements.

•

Ultimately, ticket design capitalizes on the impulse nature and triggers the trial
purchase. Our designs focus on these aspects by using colors, succinct titles, and
easily identified value propositions like top prizes and chances to win.

•

We make sure play areas are intuitive (and therefore inviting) versus being
complicated and intimidating.

•

We fill any design role on the Lottery’s team, whether it’s the lead role on game
design and development, or working with direction from the Lottery, its advertising
agency, or any third‐party licenser.

•

With direction from Peter McConville, our Director, Creative Services—who brings
with him 35 years of experience (including over 20 years with Pollard Banknote)—
and other accomplished artists, our Pre‐Press department of 75 designers and
technicians can provide full design and technical art service, or easily team up with
the Lottery and its advertising agency in any way that produces the best possible
games.

•

Our designers draw on many techniques and influences. A strong multicultural mix
and diverse backgrounds, styles, and language skills foster a climate where design
flourishes and customers receive compelling, market‐specific designs.

•

Our game design and development workflow draws input from both our Marketing
and Pre‐Press staff, who work closely with the Lottery. Game ideas reflect our
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thorough understanding of design, printing, and marketing principles, as well as the
lottery industry in general and each client’s unique market and business operations.
•

Honed over production of thousands of games and billions of tickets, our workflow is
well established, efficiently taking in such critical tasks as the development of
working papers. Multiple checkpoints for reviews and approvals include our internal
Design Review, which ensures a design conforms to manufacturing and security
requirements.

•

Up‐to‐date pre‐press hardware and software—and a digital workflow that includes
Macintosh computers, a Kodak Approval system for true color proofs on the actual
paper stock, and common office applications—make communication between
customer and Vendor quick and easy.

2. PRIZE STRUCTURE
After a ticket’s design triggers the initial purchase, our prize structures and related play
mechanics take over and encourage repeat purchases. Unassailable accuracy: that’s the
cornerstone of every successful prize structure. And we’re the best in the business at realizing
this rock‐solid requisite. Our programmers make sure every game plays as promised—bar
none—encouraging healthy, trusting relationships between lotteries and their players.
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•

We have all the resources required to develop the compelling prize structures the
Lottery understandably requires for its games.

•

The responsibility for writing this innovative software, and the related verification
software, resides with the computer programmers in our 25‐person Game
Generation group. Our programmers have acquired enviable skill sets generating the
variable data that goes into hundreds of games and billions of tickets year after year.

•

The group keeps a “Wall of Fame” to showcase many of the sophisticated and unique
game programming challenges they’ve successfully met. Our customers simply
appreciate that we can do the job flexibly, reliably, and efficiently.

•

Our working papers provide great details for a game’s prize structure and
programming parameters. We are only too happy to produce the document with this
level of detail.

•

We believe in custom, not generic, programming. Part of this is ensuring that an
effective non‐winning experience is part of the programming, so that game outcomes
enhance/extend the player’s experience. We know the “near‐win” feeling creates
excitement and coffee‐break chatter of the prize that almost was.
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•

We employ a methodology that addresses the use and placement of prize amounts
and play symbols; it’s an approach that strictly controls the placement of these
symbols to ensure that the player senses a winning experience as often as possible.

•

This system brings a new sophistication to the playability of the game. This
methodology was initially developed for one particular play format, and we are
currently trying to expand the number of play formats (e.g., “Match 3,” “Key Number
Match”).

•

Each prize structure our marketing personnel put forward is designed to offer value
for the price paid. This takes into account the balance between top prize, overall
odds of winning, and memorable secondary prizes.

•

To that end, we incorporate lessons learned from specific research done on
memorable win thresholds and analysis of the link existing between sales, on the one
hand, and the prize structures that generate those sales on the other.

3. PRODUCTION/PRINTING/SECURITY
We sweat the small stuff so our customers won’t have to. From quality concerns and
precautionary protocols to consistency issues and manufacturing methods, every aspect of
production, printing, and security focuses on delivering instant tickets that always address all
aspects of our clients’ expectations.

•

Working from final artwork, an expert plate preparation team within our Pre‐Press
department efficiently creates printing plates for the lithographic presses we use to
print base graphics and the flexographic presses we use to print overprints.

•

Use of long‐serving traditional methods, along with newer digital methods for
platemaking, brings the advantages of both methods (including security and quality,
superior print fidelity, and high efficiency) to our production process—and our
customers.

•

Each ticket we print will meet specifications, and we are acknowledged by lotteries
as a printer of striking tickets.

•

We use multi‐station roll‐to‐roll web presses and lithographic offset printing
methods to print high quality base graphics.

•

All fonts are custom‐built to accommodate the game’s theme and play mechanics,
regardless of complexity.

•

In addition to the game play data, variable data includes the book and ticket
numbers, validation number, retailer or agent codes, and bar code—all of which are
developed via proven customized processes and are unique to each game produced.
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•

The protective coatings, scratch‐off material, and overprints are affixed via our
flexographic presses—a form of relief printing that combines efficiency with
adaptability in ways that are ideally suited to these applications.

•

As tickets cycle through each of the printing stations, they are constantly assessed
against the approved press proof standard to guarantee that the level of quality is
upheld.

•

Inspection involves a thorough and intensive final review of all components of the
printed tickets, and is carried out in a limited‐access area. It’s the culmination of our
obligation to make certain only tickets conforming to Lottery specifications are
packaged.

•

We don’t rely on only one procedure to ensure compliance; manual and automated
procedures are in place to assure that only the best products are shipped to
customers.

•

All inspections are recorded on a bar‐coded Electronic Manufacturing Control Log
(EMCL); this form is part of our internal ISO 9001 quality procedures. It documents
all books generated for each game, allowing for a precise means of tracing any
conformance concerns.

•

Only books designated acceptable are subsequently shrink‐wrapped and cartoned.

•

Packaging options are numerous, easily customized, and always detailed in the
working papers.

•

We combine manual and automated procedures, including our custom Book Tracking
System, to minimize incidents of improperly broken books and other packaging
snags.

•

Every employee in every department is schooled on the importance of maintaining a
secure environment.

•

Experienced officers receive regular training and participate in industry‐related
seminars to ensure the highest level of sensitivity to security concerns.

•

Tickets conforming to quality requirements go to a camera‐monitored, limited
access, caged packaging area, a security measure ensuring only authorized personnel
handle the product while it awaits shipping.
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4. MARKETING SERVICES
Every Vendor promises support. We actually deliver on that promise. Consistently. Whether it’s
our around‐the‐clock accessibility (we’re there when you need us) or our extensive expertise
(we get results), our proven partnering approach contributes to a worry‐free environment while
maximizing the potential of our clients’ instant ticket program.

•

Pollard Banknote’s experience with over 50 current lottery clients worldwide puts
us in an ideal position to provide marketing support to the New York Lottery.

•

We strongly believe our high level of client service has been the single most
important reason why we’ve built our client list from one lottery in 1985, when we
started printing instant tickets.

•

Lori Denton, Senior Marketing Manager (U.S.), and Dione Farmer‐Anderson, Account
Executive, will lead the management of the Lottery’s account with Pollard Banknote
in the event of a contract award. Their many years of industry experience—and in
Dione’s case, New York‐specific experience—will surely work to the Lottery’s benefit
on a daily basis.

•

Don Sawatzky (Vice President, Sales & Marketing) will be available to assist Lori and
all New York Lottery employees. Don reports directly to Co‐CEO Gordon Pollard, a
majority owner of Pollard Banknote.

•

Although these positions will typically have the most direct contact with the Lottery,
Pollard Banknote is a close‐knit and informal company. We offer easy access to our
other specialists in marketing—or in production, software, and technical services—
for consultation on special projects.

•

Our New York Lottery account team will be assisted by the over 1,100 dedicated staff
that have earned Pollard Banknote a world‐class reputation as a printer of high
quality, secure lottery products.

•

The Lottery can be confident that Lori and Dione—and indeed all of our employees—
will get the job done in New York.
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Instant Game Analysis
Our ability to accurately evaluate a client’s unique market rests on over two decades of results‐
oriented experience. That’s why our gains are superior to those of competing Vendors. And that
makes us the obvious choice when it comes to analyzing specific, revenue‐generating
opportunities for our customers.
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•

We will provide an analysis of each price point and comparisons of payout, top
prizes, quantities, odds, number of games on sale at once, and percentage of sales.

•

This identifies any trends emerging within the previous year. With so many games
being produced, this analysis will assist the Lottery in tracking games and planning
future schedules.

•

We will also analyze trends and sales of other lotteries with similar demographics to
present the Lottery with what’s new and what’s doing well elsewhere.

•

To assist in this critical task, a sales report is distributed monthly to our clients,
offering a “top of mind” first glance at what games have been garnering above‐
average sales from retailers.

•

These reports are provided to our customers with the understanding that further
discussions will take place between the lotteries and ourselves to determine which
of the high‐performance games might fit best into each customer’s marketplace.

•

The figures in these reports are calculated by averaging all games in a price point
and determining which games in that price point meet or exceed a 130 index.

•

With our constantly updated and evolving Industry‐wide Sales Database containing
sales information on over 11,000 instant tickets from 33 jurisdictions worldwide
printed by Pollard Banknote and other Vendors, Pollard Banknote can offer the
Lottery an effective barometer of top‐selling games that might well turn out to be a
good fit with its specific sales objectives.
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4. CORPORATE PHILOSOPHY: INTEGRITY AT WORK
Feedback from our customers and the lottery industry at large,
along with our own thorough survey of our capabilities,
identify certain strengths that distinguish Pollard Banknote
from our competitors—and more importantly, will help us most
effectively meet the objectives of the New York Lottery and this
RFP.

“If you don't have
integrity, you have
nothing.”

Henry Kravis, co‐
Service. That’s probably been the most significant cornerstone
founder of equity giant
of our success over the years. Truth be told, all Vendors print
KKR
passable tickets, right? Okay, we confess to thinking we do a
better job at this task, too, as we’ll talk about shortly. But
really, what good is a great ticket if it isn’t supported by even greater service?
With this in mind, we’d like to invite the Evaluation Committee to review a few comments
we’ve recently received from several of our current clients.
After all, it’s one thing for us to say we’re known for offering the best service in the instant
ticket industry; it’s quite another, of course, to see that our clients echo the same sentiment.

CLIENT COMMENTARY
“The Maryland Lottery has enjoyed a long‐term
contractual arrangement with Pollard Banknote for
several years. As a producer of our scratch‐offs, they have
demonstrated excellence in all facets of their operation.
Amid the impressive roster of Pollard’s instant tickets is our recent scratch‐off, Ravens Cash
Fantasy. With its engaging design, Internet promotion and attractive price point, it has
proven to be our best‐selling $5 ticket, ever!
I recommend Pollard Banknote without reservation for your instant product needs. Their
professionalism, creativity and diligence have greatly contributed to the Maryland Lottery's
success.”
Gina Smith
Assistant Director/CFO
Maryland Lottery
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“They have been unfailingly dedicated to giving us the most excellent
possible service…. By the way, as I think about it, almost every member
of Pollard Banknote Limited with whom we have had any dealings has
come to be regarded as a friend.”
John O. Walker
Product Development Manager
Kansas Lottery

“The Michigan Lottery is very pleased with Pollard Banknote’s service,
responsiveness, and accommodation to the Lottery’s Instant Ticket and Pull‐
Tab strategy and structure. They are an outstanding Vendor and true partners
in achieving successful products and sales growth.”
Thomas M. Weber
Acting Chief Deputy Commissioner
Michigan Lottery

“Last fall, we asked for Pollard Banknote’s help in increasing the
payouts on our instant products, including Bingo and Crossword. There
was a significant amount of inventory on the street and in our
warehouse; to maximize revenue as quickly as possible, we had to
replace that inventory. Pollard Banknote went above and beyond our
contractual agreement to assist, getting us on press in record time and
delivering product exactly when they promised. Bingo and Crossword
sales increased almost immediately; this would have been impossible without Pollard
Banknote’s commitment to make our initiatives their initiatives.
The Arizona Lottery is pleased to have a productive relationship with Pollard Banknote, Ltd.
They are not simply a vendor; they are a partner in growing our business. Please do not
hesitate to contact me if you wish to discuss this issue further.”
Karen Emery
Deputy Director
Arizona Lottery
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“Pollard Banknote continually delivers on high levels of customer
service, printing quality and systems integrity. Staff at Pollard
Banknote bring many years of industry experience and
knowledge to the table and always represent themselves in a
professional manner.”
Brad Wiebe
Marketing Director
Western Canada Lottery Corporation

We invite the Evaluation Committee to peruse the various letters of reference from selected
Pollard Banknote clients which we’ve presented on the following pages.
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To Whom It May Concern:

Since 1997, Pollard Banknote has been the exclusive instant ticket printer for the
Michigan Lottery. Their partnership with the Lottery has contributed greatly to
over $700 million annual instant ticket sales. The Lottery has expected and
received on-schedule production, responsive service, and quality products.
Pollard Banknote has also been the Michigan Lottery's printer and distributor of
Pull-Tab products since October, 2003. For five years, Pollard Banknote
managed all aspects of the supply chain, including printing, warehousing, Tel-Sell
and distribution via UPS.
Since Summer, 2009, Pollard Banknote has employed a special events team of
promoters on behalf of the Michigan Lottery. These "Street Teams" have
successfully conducted hundreds of promotions at Lottery retailers and events.
The Michigan Lottery is very pleased with Pollard Banknote's service,
responsiveness, and accommodation to the Lottery's Instant Ticket and Pull-Tab
strategy and structure. They are an outstanding vendor and true partners in
achieving successful products and sales growth.
Sincerely,

Thomas M. Weber
Acting Chief Deputy Commissioner

The Michigan Lottery supports K -12 public education.
101 E. HILLSDALE' PO BOX 30023 • LANSING, MICHIGAN 48909
www.michigan.gov • (517) 335-5600

Printed by members
;,.. I",,(.&:,•. ~
.. ,

e

of

p~

VSEIU

TOTALIZATOR
SPORTOWY
Sp. z o.o.

UL. TARGOWA 25
03-728 WARSZAWA
TELEFONY:
SEKRETARIAT PREZESA: (48 22) 518 24 20, 518 24 01
CENTRALA: (48 22) 518 22 00, 518 23 20
TELEFAX: 818 5183
http://www.lotto.pl
e-mail: centrala@totalizator.com.pl

Warszawa, 12 January 2009

To Whom It May Concern

Pollard Banknote Limited became our Instant Tickets Printer in June 2007.
They have been unfailingly dedicated to providing us the most excellent possible
service, assisting with both ticket design and marketing strategies. Their tickets
handsomely incorporate original art, are BEAUTIFULLY PRINTED, and constructed
with the utmost in security. Our best-selling tickets are those supplied by Pollard
Banknote. The first game printed by Pollard Banknote Limited sold 33 % of the
tickets in first 2 weeks, which is a record from recent years. Our first Licensed
game printed with Pollard Banknote set the record for highest single day sales in
our lottery’s history. It has been by far the best selling licensed game we have ever
launched.

Pollard Banknote Limited stands out. Their deliveries are timely, and they
are passionately determined to furnish the finest service possible as quickly as
possible. Their print schedules literally run like clockwork.

Totalizator Sportowy Sp. z o.o. is pleased to have a productive relationship
with Pollard Banknote Limited and looks forward to working with them into the
future.

Sincerely,

Grzegorz Chachaj
Deputy Sales and Marketing Director
Totalizator Sportowy Spółka z ograniczoną odpowiedzialnością z siedzibą w Warszawie
Sąd Rejonowy dla m.st. Warszawy XIII Wydział Gospodarczy Krajowego Rejestru Sądowego – Nr KRS 0000007411
Bank Millennium S.A. Warszawa konto nr 38116022020000000060853458, NIP 525-00-10-982
Wysokość kapitału zakładowego 115.000.000,00 zł
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INTEGRITY: THE CORNERSTONE OF THE LOTTERY/VENDOR RELATIONSHIP
With a long history of printing secure documents that predates Pollard Banknote’s mid‐80s
entry into the lottery industry, it should perhaps come as no surprise that our high regard
for the organizations we’ve done business with over the years has translated into a degree of
trust they’ve bestowed upon us that we embrace with a tremendous sense of responsibility.
And as the Evaluation Committee knows full well, integrity begins and ends with the
employees you’ve retained to carry out the mission statements of your organizations.
As such, and for decades now, we’ve never lost sight of the fact that it’s a privilege to serve
at our clients’ behest. It’s a role we’ve never taken for granted and have never jeopardized in
pursuit of our business objectives.
We’re proud of this record, and we’re proud to find ourselves on the very same page as our
clients when it comes to the honor and integrity we must all champion to the various
stakeholders who are impacted each day by the products and services our organizations
provide.

EXAMPLES OF GOOD CORPORATE CITIZENSHIP
Pollard Banknote has enjoyed a long tradition of giving back to the community, both on an
industry level and in the cities out of which the company operates facilities. Pollard
Banknote is a member of the North American Association of State and Provincial Lotteries
(NASPL) and the World Lottery Association (WLA) and frequently sponsors events and
provides guest speakers at industry seminars and conferences to address industry issues.
We are proud to declare that our business practices are aligned with the aims and objectives
of these associations.
Pollard Banknote believes in corporate responsibility and makes an ongoing commitment to
the communities in which we operate. The company supports the Imagine concept, for
example, which calls for companies to contribute 1% of their pre‐tax earnings toward
charitable endeavors.
Pollard Banknote’s charitable budget—close to $200,000 annually—actually exceeds
Imagine’s mandate.
The prosperity that derives from our operations and the care that radiates from our people
come together in our support for health, arts, recreation, and social institutions in the cities
in which we operate. Each of the plants the company operates allocates a certain amount of
money to charity.
In Winnipeg, Manitoba, Canada, where Pollard Banknote was founded more than a century
ago, the company has devoted a considerable amount of resources to the community. In
addition to donating funds to a long list of worthy causes, Chairman Lawrie Pollard serves as
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a board member of the CancerCare Manitoba Foundation, is a co‐chair of the Victoria
Hospital Capital Campaign, is chairman of the Winnipeg Humane Society, and for more than
a decade has served on the board of The Winnipeg Foundation, the second‐largest
community foundation in Canada.
On May 10, 2007, The Manitoba Museum paid tribute to Lawrie
Pollard at their Annual Tribute Dinner and recognized him for
his outstanding contribution to the community. Spanning over
50 years, Lawrie's dedication to philanthropy was also
acknowledged by his peers from the Association of Fundraising
Professionals (AFP) who presented him with the 2005
Outstanding Philanthropist of the Year Award.
Lawrie is not alone in his contributions to the community. Co‐
CEO John Pollard served on the campaign cabinet of the
Winnipeg United Way Campaign from 2005 to 2006 and is
chairman of Pulford Community Living Services, a non‐profit
organization that runs group homes for mentally handicapped
adults.

“The great livers, the
people who are fully
self‐actualizing and
alive, are the great
givers.”
Mark Victor Hansen, co‐
creator of Chicken Soup
for the Soul

Co‐CEO Gordon Pollard has served on the boards of the Manitoba Theatre Centre and the
University of Winnipeg and currently serves on the major donor cabinet of the Winnipeg
United Way Campaign.
Doug Pollard, Vice President, Lottery Management Services, served on the campaign cabinet
of the Winnipeg United Way Campaign in 2006 and currently sits on the board of Fort Whyte
Centre, an organization dedicated to the environment.
The company regularly launches a successful United Way campaign in Winnipeg. Over the
past three years, the company has averaged over $150,000 per year in donations to the
United Way. Most notably, the program has garnered 68% employee participation, which is
double the national average of 34%.
In Barrhead, Alberta, Pollard Banknote has a history of supporting the town’s recreational
programs, and most recently donated $25,000 to the construction of the town’s new arena.
The company has helped raise awareness of the Barrhead region, provided substantial
employment for its citizens, and created significant spin‐off economic activity.
In Puerto Rico, where Pollard Banknote manages all operations of an instant ticket Lottery,
the company has played a central role in assuring a steady, growing revenue stream for the
charities benefiting from the instant games. Operating on behalf of charities, the company
has raised over $1 million for an affiliate of Easter Seals, which provides support for
physically disabled children. In addition, Pollard Banknote will soon have raised over $1
million for the Boys & Girls Club charity.
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In total, over the past three years, Pollard Banknote and/or the Pollard family foundation
has made charitable donations totaling approximately $2 million to organizations in the
communities in which we operate.
Just a few of the many entities benefitting from these efforts include:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Canadian Cancer Society
Canadian National Institute For The Blind (CNIB)
Cerebral Palsy
Ducks Unlimited
Habitat For Humanity
Heart And Stroke Foundation
Manitoba Museum
MS Society of Canada
Pan Am Clinic
Red River College
Royal Winnipeg Ballet
Run For The Cure
The United Way
University of Manitoba
University of Winnipeg
Victoria General Hospital
Winnipeg Health Sciences Centre
Winnipeg Humane Society
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ETHICS: POLLARD BANKNOTE’S UNCOMPROMISING APPROACH
Pollard Banknote began operations more than 100 years ago as a small commercial printer
in Winnipeg, Manitoba. Then called Saults & Pollard, the company’s co‐founder, Oliver
Pollard, made it clear to his employees that the company would find success if everyone
associated with it adhered to one simple credo: “We should succeed if we offer the public
good service coupled with a high degree of integrity.”
Today, that philosophy still thrives company‐wide. Our
Chairman, Lawrie Pollard, is a true visionary whose business
savvy is equally tempered by his tremendous regard for the
people who work for him, by the clients the company serves,
and by his corporate and personal commitments in both time
and money to the good causes close to him.
These traditional values are still upheld today. Our corporate
motto—Integrity at Work—embodies what we stand for.
Nothing but our best efforts in all facets of our business is
acceptable.

“We should succeed if
we offer the public good
service coupled with a
high degree of
integrity.”
Oliver Pollard, co‐
founder of Saults &
Pollard, predecessor to
Pollard Banknote

We understand that serving clients like the New York Lottery
requires more than just a good product at a good price. It
requires a commitment to promote and uphold the very highest standards of business ethics,
and to never compromise these principles simply because it’s easier or less expensive to do
so.
On the following pages, we present a series of policies which speak to Pollard Banknote’s
values and the ethics employed. These policies are applicable to all Pollard Banknote staff—
directors, officers, and employees alike.
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MOVING FORWARD, GIVING BACK: GOOD CAUSES MAKE GOOD COMPANY
Given our long history together, Pollard Banknote is well aware that the New York Lottery is
equally dedicated to championing good causes through maximizing the dollars it contributes
to education‐related initiatives. After all, since the Lottery’s inception over 40 years ago,
more than $39.3 billion has been allocated thereto. Thanks to the Lottery’s dedicated efforts,
in fact, more than $2.67 billion was transferred to educational endeavors in FY 2009‐2010.
Pollard Banknote’s own record of good corporate citizenship—evidenced above by both the
company’s commitments and those of its owners and employees—means that we can relate
to just how important it is that the Lottery does everything possible to make a difference to
deserving communities all across New York.
For our part, we’d very much like to regain our role as the New York Lottery’s Primary
Vendor. More than any other instant ticket supplier, we realize just how much the State
depends on the Lottery to come through with impressive sales results, which are then used
to benefit deserving students everywhere.
And just as the State depends on the Lottery, we want the Lottery to feel as though they can
depend on Pollard Banknote. After so many years together—with the Lottery reaping
unrivalled gains during our tenure as its chief supplier—we sincerely hope ours is a
partnership worth restoring to its former glory.

THE IMPORTANCE OF RELATIONSHIPS
One hears a lot about “building relationships” with customers.
For all of us at Pollard Banknote, that’s always been more than
a business‐school theory or the latest corporate fad.
Every major ticket supplier takes aim to deliver compelling
designs, quality reproduction, unbreachable security, printing‐
process innovations, and timely delivery, all at the most
competitive price possible. While we’re more than ready to
compare our creative, technical, and marketing abilities (and
we strive for continuous improvement in each of these areas),
we haven’t lost sight that all of this should serve an enjoyable,
reliable relationship benefiting our clients.
To listen to our customers is to hear that the difference at
Pollard Banknote includes our “one contact” approach to
customer service. This means you always know who is caring
for your account—no shuffling from one contact to another. In
short, when the New York Lottery needs an answer to
something—anything—Lori Denton is ready to serve in
whatever capacity is required.

“A customer is the most
important visitor on our
premises. He is not
dependent on us. We
are dependent on him.
He is not an
interruption in our
work. He is the purpose
of it. He is not an
outsider in our
business. He is part of
it. We are not doing him
a favor by serving him.
He is doing us a favor by
giving us an opportunity
to do so.”
Mahatma Gandhi
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One Point of Contact: Why It Works
Pollard Banknote’s “one point of contact” approach to customer service is truly unique in the
lottery industry.
The foundation, development, production, and marketplace success of every instant game
call on many distinct resources and skill sets. The New York Lottery can be confident that
Pollard Banknote will continue to insist on providing extraordinary support throughout all
stages of an instant game’s life.
A true partner’s role in ensuring the vitality of the New York Lottery’s instant games does
not start and end with mere production. Pollard Banknote brings to the table a full suite of
advanced marketing support to ensure the success of instant games. Along with the requisite
services needed to develop and print games, our personnel provide immediate,
individualized, and dedicated service to address all of the Lottery’s needs, supporting its
products from concept to final sale.
In keeping with this notion of individual attention, we create a customized program of
services for each customer. After all, one lottery’s concerns may be distinctly different from
those of another, so the solutions we provide are specifically tailored to suit individual
customers. And this couldn’t be more true than in the case of the New York Lottery.
Ultimately, we want to give you what you need, when you need it, and in a way that directly
addresses the way you prefer to operate, not the way we do. We’ve never forgotten that we
serve at your pleasure and not vice‐versa. And we’ve never lost sight of the fact that we
consider our service to clients to be a genuine privilege, not some sort of inevitable
entitlement.
In shaping this relationship to the Lottery’s best possible advantage, the account
representative role is vital. Lori Denton, Senior Marketing Manager (U.S.), serving as our
primary contact for the New York Lottery, knows all about our products, is deeply familiar
with our production capabilities, and works very effectively with the Lottery’s own
personnel. We think that last point—working well with the Lottery’s own staff—is an
essential contributor to success.
That’s why our company is structured such that our “frontline” account representatives
always work within a flat organizational structure—and why the company encourages an
open door policy whereby the Lottery’s designated Pollard Banknote representatives can, if
necessary, quickly consult with senior management on matters relating to Lottery
production. The benefit? The Lottery’s concerns won’t be diluted or misrepresented while
passing from level to level en route to someone empowered to take action.
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POLLARD BANKNOTE AND THE NEW YORK LOTTERY: A TRADITION OF TRUST—
AND SUCCESS
It should be evident at this point that Pollard Banknote firmly believes the lottery industry
is a people business, one in which trusting relationships between Vendor and Lottery
personnel, retailers, and New York citizens reveal the greatest insights, build toward the
soundest business decisions, and ultimately lead to the Lottery’s healthiest performance. For
our part, this belief manifests itself in:
•

Our candor in sharing information. In an industry where last‐minute changes and
production hold‐ups can occur despite everyone’s best intentions, the Lottery will
get straight answers. We don’t duck the hard questions with a call transfer.

•

How Pollard Banknote encourages people to let their personalities shine (and we
invite our customers to do the same).

•

The friendly atmosphere of any Pollard Banknote facility, where a chat with the
person running your job on the presses is just as easy as talking with your
representative.

This belief informs another distinction that separates Pollard Banknote: the products we
supply aren’t simply a commodity. Design is at the very core of our century‐old company. If
you look around the lottery industry, it’s easy to see an approach to instant ticket
production in which the games are simply pumped out one after another. The variety, value,
and indeed sophistication of ticket design and game play become marginal concerns. We do
not favor this approach. After all, instant tickets compete with other gaming and
entertainment options, and they also compete with other impulse purchase options in retail
settings. The more we learn about the New York marketplace year after year, the more we
come to understand that the kind of grinding standardization alluded to above will never be
right for the New York Lottery.
We firmly believe the Lottery will maximize its benefits by selecting a Vendor with the
greatest respect for the design, production, and delivery of visually stunning products
infused with an extra measure of game play excitement. We will always work within the
context of sound artistic judgment that in no way espouses generic commoditization ahead
of creativity. Instead, given the opportunity, Pollard Banknote will make every effort to
provide New York’s players with engaging, stylish designs that quickly capture and hold
their attention.
It’s no secret that success as a supplier comes when a Vendor can help articulate and
facilitate a lottery’s vision. When it comes to New York, we’re certain we can offer the most
sensitive response to the distinctive and discerning demands of the Lottery’s consumers. As
the Evaluation Committee assesses the merits and the capabilities of each Bidder, we hope
these unique strengths of Pollard Banknote will be considered.
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POLLARD BANKNOTE: DYNAMIC, DETERMINED, AND DEXTEROUS
1. We will put over 100 years of printing expertise and 25 years of lottery‐specific
focus to work for you.
2. We treat every Lottery as a unique customer with its own set of challenges and
objectives. We believe the “cookie‐cutter” approach doesn’t work when it
comes to customer service, ticket design, programming, or marketing.
3. Our company, our leadership, and our staff are all involved in charitable giving
and are civically engaged. We think this helps us understand and appreciate
the New York Lottery’s core values and its mission to contribute to the
education initiatives it champions.
4. Lottery representatives can always communicate directly with Pollard
Banknote’s designated “one point of contact,” Lori Denton. But remember this:
the whole account team—and the whole company, for that matter—is at the
Lottery’s disposal.
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IV. POLLARD BANKNOTE: A COMPANY PROFILE
On the ensuing pages, we present a series of narratives designed to relate as relevantly as
possible the reasons why we believe Pollard Banknote is the Lottery’s best choice when it
comes to deciding on a Primary Vendor who can help maximize opportunities for the Lottery
on the instant ticket front—much like we did when we were honored with this role from FY
2002 through FY 2006.
Along this experience‐related path, we first share with the Evaluation Committee 10
POLLARD BANKABLES that succinctly offer up the most pertinent aspects of our client‐
based approach to service and support. After that, we delve into specific areas of expertise—
production, research, and marketing perspectives, for example—which explore and highlight
our overall abilities.
We then proffer corporate and organizational charts that help put our extensive operation
into a more user‐friendly framework
And finally, we present an extensive series of client‐based commentaries that showcase an
array of successful endeavors we’ve helped orchestrate which have reaped tremendous
results within the specified NASPL jurisdictions.
Collectively, our comprehensive response to this section of the RFP includes no less than
four distinct narratives designed to satisfy the Evaluation Committee’s demand for a
Primary Vendor whose prior experience gives the Lottery every reason to be confident that
no other Vendor brings Pollard Banknote’s level of familiarity and fusion with New York
Lottery objectives.
The four pieces that comprise our answer to IV. Pollard Banknote: A Company Profile
include the following:
1.
2.
3.
4.

Unique Staff Functions
Overview of Company Experience
Corporate/Organizational Charts
Client Summaries Insert: Where the Rubber Hits the Road

RFP No.: C110001

Experience of the Vendor’s Organization

139

Experience of the Vendor’s Organization…

1. UNIQUE STAFF FUNCTIONS
Over the course of hundreds of pages, we endeavor within our Technical Proposal to disclose
the many reasons why we believe we’re best equipped—at every level—to regain the honor
of serving as the New York Lottery’s Primary Vendor. The following POLLARD BANKABLES
chart distils these various rationales into 10 of the most significant.

UNIQUE STAFF FUNCTIONS
1. We keep our promises and deliver on our commitments.
2. We always follow through on our obligations.
3. Our agenda is simple: support the New York Lottery’s agenda (not the other
way around).
4. We were the Primary Vendor for the New York Lottery from FY 2002 through
FY 2006, and we continue to serve at the Lottery’s pleasure; our protocols and
procedures are tailored to the Lottery’s preferred modus operandi.
5. Our “one point of contact” approach is widely praised by our existing clients;
it’s just one more reason why our organization works so effectively with the
Lottery.
6. Given her many years of industry‐ and Pollard‐specific experience, Lori Denton
is, unquestionably, the most qualified person to assist Lottery officials in
continuing to grow revenues—both now and well into the future. Her chief
colleague in this effort, Dione Farmer‐Anderson, brings both industry‐ and
New York‐specific experience to the table.
7. The New York Lottery contract is strategically important to Pollard Banknote;
all 1,100+ employees stand ready to support our designated key personnel in
delivering top‐quality products and services.
8. Integrity at Work is our company slogan; the Pollard family’s principled
leadership is proof positive that “morality” and “business” aren’t mutually
exclusive pursuits.
9. Our programmers are—bar none—the most talented in the business, making
core games like Crossword and Bingo continually appealing to the New York
Lottery’s loyal playership.
10. Our guiding philosophy is to provide the New York Lottery with specific
solutions addressing its unique circumstances; we don’t simply put forward
canned industry observations and call it a conclusive marketing strategy.
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2. OVERVIEW OF COMPANY EXPERIENCE
A. INSTANT TICKET DESIGN
Pollard Banknote brings a rich heritage in printing and graphic design to lottery tickets;
after all, we’ve been in business for over a century. Our focus has been on the lottery
industry since 1985. We know how to make sure a lottery ticket has an eye‐grabbing design,
yet still meets all security and technical requirements. As we do now, we will continue to fill
any design role on the Lottery’s team, whether it’s the lead role on game design and
development, or working with direction from the Lottery, its advertising agency, or any
third‐party licenser.
Peter McConville, our Director, Creative Services, brings 35 years of experience (including
over 20 years with Pollard Banknote) to our customers’ designs. He directs a department of
75 accomplished artists, designers, and technicians. This department is capable of providing
complete design and technical art services, or can easily team up with the Lottery and its
advertising agency in any way that produces the best possible games.
Our designers draw on many techniques and influences. A strong multicultural mix, along
with diverse backgrounds, styles, and language skills foster a climate where design
flourishes and customers receive compelling, market‐specific designs.
Our game design and development workflow draws input from both our Marketing and Pre‐
Press staff, who will continue to work closely with the Lottery. Game ideas reflect our
understanding of design, printing, and marketing principles, as well as the lottery industry
in general—including each customer’s unique market and business operations. Honed over
production of thousands of games and billions of tickets (for the New York Lottery and other
clients), this workflow is well‐established, efficiently taking in such critical tasks as the
development of working papers. Multiple checkpoints for reviews and approvals include our
internal Design Review, which ensures a design conforms to manufacturing and security
requirements. Up‐to‐date pre‐press hardware and software—and a digital workflow—
includes Macintosh computers, a Kodak Approval system for true color proofs on the actual
paper stock, and common office applications that make communication between customer
and supplier quick and easy.

We invite the Evaluation Committee to peruse some design‐related remarks we’ve made
within 4.7 Ticket Production and Distribution (see especially a piece entitled IV.
Presenting a Specific Approach to the New York Market) for a more comprehensive
narrative addressing our instant ticket design abilities.
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POLLARD PERFORMER FOR NEW JERSEY: PLAYERS ENJOY LUCKY TIMES
As evidenced by our earlier remarks, we
believe a ticket’s design matters. But even
after you’ve hit upon a winning ticket concept
and look, it’s important to continue
monitoring a game’s aesthetics and not to
become complacent by initial successes.
Regularly refreshing a brand via ticket art
updates—as the New Jersey Lottery does with
its Lucky Times tickets—is a key contributor
to maximizing sales potential.
As the upcoming Pollard Performer story
relates, the Lottery has made the most of its
entry into the Lucky Times arena—a foray that
shows no signs of fatiguing any time soon.

For the Evaluation Committee’s consideration,
Pollard Banknote has presented these Pollard
Performer pieces at various points
throughout our Technical Proposal. Each story we’ve written concentrates on an important
aspect of the issue at hand—in this case, for example, the role of ticket art/aesthetics—and
is designed to bring heightened attention to the benefits of partnering with us as a revenue‐
driving contributor to the New York Lottery’s success.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Pollard Performer narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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B. TICKET PRINTING
Pollard Banknote’s technical capabilities reside within five separate manufacturing
operations across North America housing a range of modern and advanced equipment for
the production of lottery products. Our facilities are located in:
•
•
•
•
•

Ypsilanti, Michigan, United States
Winnipeg, Manitoba, Canada
Barrhead, Alberta, Canada
Council Bluffs, Iowa, United States
Sault Ste. Marie, Ontario, Canada

Together, these five operations total over 510,000 square feet, employ more than 1,100
staff, and provide eight production lines through which we deliver our printed and pouched
products. We operate two full‐production facilities (in Ypsilanti, Michigan, and Winnipeg,
Manitoba) capable of producing instant tickets of equal quality and security. Either of these
facilities could be enlisted to print the Lottery’s games, of course, but we’re proposing that
our Ypsilanti facility be the primary production plant, with the Winnipeg plant serving as
the backup.
Our finishing plant in Barrhead is primarily involved in the critical pouching component of
the instant ticket industry. And Pollard Banknote recently established an additional
finishing plant in Sault Ste. Marie, Ontario. These facilities are also available for New York
Lottery production as well, should the Lottery’s requirements dictate their use. The utility of
each station on our presses will vary based on the requirements of the production job. We
configure this use to best serve the aesthetics, technical demands, and quality and security
of the ticket. Working papers include the proposed printing sequence.
Ultimately, please be assured that Pollard Banknote is prepared to make the most efficient
use of all of its facilities to ensure we meet all production obligations. In all situations, we
would continue to provide the Lottery with its products by methods that suit its
requirements.

Pollard Banknote’s Ypsilanti Facility: Union Representation from the Teamsters
Pollard Banknote’s Ypsilanti facility—as noted above, the proposed primary production
plant for the Lottery’s tickets—is a unionized environment with representation from the
Teamsters.
Since 1996—when the company assumed ownership of our Michigan‐based plant via its
acquisition of Webcraft Games—Pollard Banknote has been a highly principled employer,
offering fair wages and an excellent benefits package. As a result, we have a strong working
relationship with the Teamsters, with whom we are working cooperatively to strengthen the
company, grow the business, and secure long‐term skilled jobs.
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In July 2007, Pollard Banknote entered into a new four‐year
contract with the Teamsters. The current agreement extends
from July 1, 2007 to June 30, 2011. The contract is between
Pollard Banknote and the Graphic Communications Conference
of the International Brotherhood of Teamsters Local 2/289‐M
of District Council 3.
Pollard Banknote has enjoyed a good relationship with the
company’s unionized members over the years. In fact, the
company’s relationship with the union has been a real strength
and not obstructive in any way.

We have never lost a
single day to work
stoppage since our
founding in 1907. Our
Joint Planning
Committee and
convivial atmosphere
ensure smooth relations
between management
and staff.

To date, the company hasn’t lost any days to work stoppages;
any potential issues have been worked through both positively
and cooperatively. The most recent example of this team‐oriented approach occurred when
Pollard Banknote scaled back the number of positions in the facility in order to introduce a
new automated line.
Rather than opposing this change, the union acknowledged that this was a logical,
competitive strategy. And when overtime levels started to exceed the maximum amount
desired by a number of employees, the union also worked to manage overtime in unison
with Pollard Banknote to ensure that delivery dates were met.
Pollard Banknote also established a Joint Planning Committee (JPC) in Ypsilanti that has
been embraced by the union over the years. The company’s vision for future development
and growth included the necessity for creative, ongoing dialogue between employees and
management in order to focus ideas and energy most effectively on the planning and
operational problem‐solving needs of our forward‐thinking and expanding company. Today,
every production plant in the company has a JPC in operation. Minutes of the most recent
meetings are posted for all employees on a regular basis.
Pollard Banknote offers a full range of group benefits for its employees and their families,
including:
•
•
•
•
•
•
•
•
•
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Life insurance
Accidental death & dismemberment insurance
Short‐term disability insurance
Long‐term disability insurance
Dental plan
Extended health plan
Travel health
Employee assistance plan
Retirement pension plan
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For a union reference regarding Pollard Banknote, please contact:
Steve Nobles
President, GCC/IBT District Council 3
GCC/IBT Local 2/289‐M
11420 East Nine Mile Road
Warren, Michigan 48089
Phone: (586) 755‐8041
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Single Pass, Inline Printing Arrives at Pollard Banknote
As the demands of the industry evolve, so too does Pollard Banknote. That’s why Pollard
Banknote recently opened a new CAD$20 million instant ticket production facility in
Winnipeg. The main attraction—a CAD$13 million, custom‐assembled inline press—is
capable of producing up to 4.2 billion ESS tickets per year, boosting Pollard Banknote’s total
annual capacity to approximately 18 billion tickets. As a result, not only are we able to offer
the numerous benefits resulting from our time‐tested modular process, we can now offer the
myriad advantages that come with inline printing.
For the New York Lottery, we think this means that we’ll be eminently capable of providing
precisely what the Lottery requires, when it’s needed. We’re certain that this is a benefit that
will prove most useful over the course of any resulting contract term.

Pollard Banknote’s New Inline Press
As noted above, Pollard Banknote has invested in a new custom‐configured instant ticket
press for its Winnipeg manufacturing facility. Incorporating 22 flexographic print units and
two new data imaging stations—for a total of 24 stations—this press adds approximately 4.2
billion equivalent single size (ESS: 2" x 4") tickets per year to Pollard Banknote’s annual
capacity (taking us to about 18 billion ESS). This new press optimizes production efficiency
and turnaround times, particularly for medium (10‐25 million ESS tickets) and longer press
runs (more than 25 million ESS tickets). Game orders processed in Winnipeg that are
appropriate for this press will run through and exit our production cycle faster than before.
“Understanding that instant tickets are largely an impulse purchase, we have always pushed
ourselves to provide our clients with secure, marketable instant tickets capable of projecting
strong visual appeal in the marketplace. The capabilities of this new press, with its
sophisticated registration system and ability to print more colors, allow us to raise the bar
even higher in terms of ticket appeal at retail,” says John Pollard, Co‐Chief Executive Officer,
Pollard Banknote. “Furthermore, the added capacity and increased press speed will provide
for greater production flexibility in responding to customer requirements.”

For a far more detailed explanation of how our manufacturing environment operates, which
includes the integration of our scratch‐off protocols, we invite the Evaluation Committee to
turn to an insert we include within our subsequent response to 4.7 Ticket Production and
Distribution—entitled 4. Production Process: Essentials and Benefits (found within I.
Methods of Printing and Production)—and also to peruse Appendix A: Production
Process. Both of these areas (in short‐ and long‐form respectively) offer a step‐by‐step
explanation of how we make certain only the finest tickets arrive within our customers’
jurisdictions.
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C. COMPUTER PROGRAMMING FOR TICKET GENERATION
Game data is created from executable random‐number generating application modules that
are unique for each game. The responsibility for writing this software resides with the
computer programmers in our Game Generation group. Whether developing a
straightforward game or an elaborate extended play game, our programmers write custom
software for each game to ensure a high (and desirable) measure of variability in game
results.
The Game Generation group not only writes the software to create the actual game data, but
also writes the software to verify that the game data created meets the specifications in the
working papers (and Pollard Banknote’s internal game expectations).
This file checking application software (F Check) reads the data and serves as an initial audit
for strict compliance with the game specifications before the data can advance into further
auditing stages prior to the production process. In addition to its verification and initial
auditing function, the F Check application also analyzes the game data to ensure the game
will provide the best possible experience for a player with:
• Maximum variability and randomness
• Near‐win features
• Data combinations that will extend game playability
The Game Generation group creates a software module that is unique for each game that has
multiple applications. This module contains the data generation application (D Gen), the F
Check application, the application to create the customer deliverables (validation and
inventory files), the ticket reconstruction application, and the application used for final
prize structure balancing.
After Game Generation has developed this application module and extensively tested each
function, the game module then advances into the secure Computer Operations environment.

We invite the Evaluation Committee to review our response to4.7 Ticket Production and
Distribution (see especially I. Methods of Printing and Production, 7. Production
Specifics Raised in the RFP) for a far more detailed presentation of our game
programming/auditing procedures and protocols.

D. IMAGING
The print resolution of our Kodak Versamark (Scitex) imagers allows fonts to be thinner and
of greater detail, increasing legibility. Because the font design is more accurate, the security
against common alteration techniques is improved. This enhancement reduces sensitivity of
the variable imaged data to chemical liquid or vapors.
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Our high‐resolution imagers also increase the possibility and feasibility of using screen tints
and shading within variable data. This technique, known as font rasterization, produces a
font that is more graphically appealing to the player. The lines and shading that enhance the
look of a graphic design are possible in a rasterized font, with the dual benefit of enhanced
data security. A screen tint is very difficult to repair without leaving obvious evidence of a
compromise attempt. As well, the game data exhibits less sensitivity to the application of
various types of chemical liquids and vapors.
Pollard Banknote can print play symbols in colors other than black—including red, blue, and
green.
Our production personnel have tested and approved these alternate colors for printing play
symbols, and have subsequently supplied games with these options for our clients. This
color variation can reinforce the ticket’s theme established with the base graphics. For
example, in creating a ticket with a playing card theme, we might reinforce the theme with
play symbols imaged in red ink alongside the more typical black ink. Secure colors beyond
black, red, blue, and green may become viable options in the future.

We invite the Evaluation Committee to review our subsequent response to 4.7 Ticket
Production and Distribution (see especially I. Methods of Printing and Production, 7.
Production Specifics Raised in the RFP) for a more thorough explanation of our imaging
capabilities.

E. SECURITY
Pollard Banknote has supplied high‐security products since 1974. We know what it takes to
manufacture and deliver secure instant tickets.
We are attuned to the security considerations of our customers. A lottery holds the trust of
its public. Any security concern involving a lottery’s games, or even a concern relating to its
instant ticket Vendor, can erode that trust. The damage can be long‐lasting.
Our proposal provides more information about our policies, procedures, and the specific
tactics we employ to protect our production environment and the products of our
customers.
For now, however, we would simply like the New York Lottery to be assured that over the
course of Pollard Banknote’s 25 years of manufacturing lottery tickets:
•
•
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Customers and security agencies regularly tour our facilities and acknowledge the
integrity of our security protocols.
Frequent internal and external auditing ensures constant vigilance.
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•
•

Every employee in every department is schooled in the importance of maintaining a
secure environment.
Experienced officers receive regular training and participate in industry‐related
seminars to ensure the highest level of sensitivity to security concerns.

Pollard Banknote is always updating its security measures. Our dedication to security and
regard for the Lottery’s reputation will match the Lottery’s own dedication. The Lottery can
be assured that Pollard Banknote’s instant tickets stand on a bedrock base of security—
keeping Lottery time and energy free for other activities.

We invite the Evaluation Committee to review our upcoming response to 4.8 Security Plan
for a series of far more comprehensive narratives addressing our security protocols.

F. QUALITY ASSURANCE AND INVENTORY MANAGEMENT
Quality Assurance at Pollard Banknote
Pollard Banknote continues to be on the leading edge when it comes to establishing
standards that translate into producing the most reliable, highest quality instant tickets
possible. The New York Lottery can be assured that we’ve incorporated procedures and
protocols into our production process that will meet or exceed those practiced by competing
Vendors.
Our proven commitment in this regard is just one of the many reasons why our diverse
clientele have come to trust that Pollard Banknote can be counted on to help them continue
to earn the respect (and resultant revenue) of their valued customers.
As a printer of acclaimed, secure lottery tickets for over two decades, it’s no surprise to our
clientele that Pollard Banknote’s quality control procedures are second to none when it
comes to ensuring that only tickets of exceptional standing ever reach consumers.
Pollard Banknote’s Quality Management System is
certified by the International Organization for
Standardization. We are certified to ISO’s 9001:2008
version, which covers quality in design,
development, production, installation, and servicing
procedures. In addition to meticulously documenting
our procedures, we have a formal maintenance
schedule in place for each piece of equipment used in
our production process. This schedule was developed
in accordance with manufacturers’ recommendations and our real‐world experience. Our
Maintenance Supervisor ensures that all requirements of this rigid maintenance process are
completed on schedule, thereby minimizing production delays caused by machine failure.
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For the Evaluation Committee’s scrutiny, Pollard Banknote has divided an upcoming
discussion of quality control into the following six essential components—presented within
4.7 Ticket Production and Distribution (see II. Quality Control at Pollard Banknote):
1. Quality Control Considerations
This narrative discusses the importance of our ISO 9001:2008 certification, then
delves into some specific detail regarding how this program is applied within our
production environment.
2. Quality Control: Essential Elements Illustrated
These visuals offer a wide‐ranging appreciation for the lengths we go to in making
sure the smallest details are incorporated into our quality control measures.
3. Confidential Quality Control Reports
Many different quality control reports circulate throughout Pollard Banknote. Which
ones are used for a specific product varies by type of game in production, but they’re
all aimed at ensuring ongoing conformance to Lottery specifications.
4. Introduction to Procedures and Forms
To offer the Evaluation Committee even more tangible evidence of the kinds of
procedures and forms we remain in strict compliance with, a series of actual in‐
house examples are presented here.
5. Data Processing Software Sample
Much like the above examples, this highly sensitive document provides an overview
of the customized software Pollard Banknote regularly develops in‐house to satisfy
the many variables that must be incorporated into our instant ticket production
environments.
6. Pollard Banknote’s Audit Program
Pollard Banknote herein presents a summary of the various audits—both internal
and external—that form an integral part of the way we do business with our clients
day in and day out.

Inventory Management at Pollard Banknote
The Lottery can be assured that Pollard Banknote maintains strict control over all
records/materials related to instant game ticket stock inventory, both during production
and throughout the delivery process. Our protocols for accurate and efficient inventory
control are summarized as follows:

Electronic Manufacturing Control Log (EMCL)
Quality Control uses this game‐specific document to record both conforming and
nonconforming books of tickets. It’s just one aspect of the internal ISO 9001 quality
procedures that Pollard Banknote carries out.
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The log is a means of keeping track of each individual book of tickets generated. The log
contains a unique bar code for every book; typically each sheet will have 40 to 100 bar
codes, depending on the book size.
The direct benefit to the Lottery is that the EMCL automates the tracking system and
reduces the possibility of human error.
Our high‐security facilities include special areas for storage of raw materials and finished
tickets, but we also store quality control sheets and EMCL documents in this area. This
information is stored as an aid in resolving any questions or discrepancies regarding
shipping manifests, book disposition, or product quality concerns.
This storage area boasts the same rigorous security features as our production environment.

Waste Destruction
Any material to be shredded is detailed in a logbook. All voided tickets are shredded within
the secure confines of Pollard Banknote’s facilities by Pollard Banknote staff. The shredding
room is a monitored, limited‐access area. We use special dual shredders, which shred the
materials into strips not exceeding 3/8˝. In addition, all waste connected with instant game
production (unused, partially printed stock or other waste) is also disposed of in this way.

Delivery
A shipping manifest is assiduously maintained. When the pallet loading is complete, the
manifest listing all tickets to be shipped is checked and placed with the tickets. The shipping
carrier representative and our representative sign the seal number listed on the Master
Packing List. The seal will only be broken in the presence of a designated New York Lottery
employee.

For more information on Pollard Banknote’s comprehensive inventory management
protocols, we invite the Evaluation Committee to refer to an upcoming narrative we’ve
presented within 4.7 Ticket Production and Distribution (see I. Methods of Printing and
Production, 7. Production Specifics Raised in the RFP).

G. ACCOUNT MANAGEMENT
Lori Denton, Senior Marketing Manager (U.S.), and Pollard Banknote’s entire staffing
contingent are ready to not only continue meeting the Lottery’s requirements but to exceed
its expectations in the design, development, production, and marketing of instant ticket
products. Highlights of our approach include the following elements:
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One Point of Contact
Pollard Banknote’s accessible, knowledgeable representatives have earned the company
accolades from our customers. “One point of contact” is a guiding principle at Pollard
Banknote, not a convenient catchphrase. In keeping with this notion of individual
attention—a notion we know the Lottery values as much as we do—we create a custom
program of services for every customer.
One lottery’s concerns may be distinctly different from those of another, so the solutions we
provide are specifically tailored to suit individual customers.
Much of the positive feedback we get from our clients references this kind of tailored
approach. While researching other jurisdictions can often be a useful barometer to gauge the
viability of potential revenue streams for the New York Lottery, we appreciate—more than
any other Vendor, we believe—that what New York Lottery personnel really care about
is…well…the New York Lottery.

Open Door
Whether in marketing, production or other areas, the personnel in our company operate in a
flat organizational structure. We encourage an open door policy allowing our account
representatives to consult quickly with executive management for direction on customer‐
related issues.
A customer’s concerns are never diluted or misrepresented on the way to someone who can
take action.
Pollard Banknote’s marketing capabilities take shape as a specific, custom, and concerted set
of actions once we understand a customer’s objectives. In broadest brush strokes, the
marketing services that the Lottery can count on from Pollard Banknote always include:
Professional Account Representation  We will pledge daily, weekly, monthly, and other
regularly scheduled activities to keep production on track and keep the Lottery informed
about the status of its games.
The Benefits of Industry Knowledge  We will provide full access to the depth and breadth
of our collective understanding of instant gaming, and tactics and strategies that are
effective in jurisdictions all over the world.
Fresh Ideas for Instant Games ‐ We will bring forward the results of in‐house
brainstorming and research and development initiatives, as well as the latest advances in
emerging online and licensing opportunities.
The Power of our Partners ‐ Alongside our in‐house expertise, Pollard Banknote will also
turn to the best minds in the lottery industry to the bring the Lottery specialized expertise
to solve a problem, take advantage of an opportunity, explore a new frontier, and ultimately
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help the Lottery grow its business. Examples of this expertise include two of our proposed
partners on this endeavor, Betware and Net Entertainment.

Within our subsequent responses to 4.4 Project Management and Staffing and 4.6
Research and Product Development, we present a thorough delineation of the various
marketing services Lori will spearhead if we’re awarded another contract with the New York
Lottery.

H. MARKET RESEARCH AND RELATED SUPPORT
SERVICES
“If past history was all
there was to the game,
the richest people
would be librarians.”
Warren Buffett, CEO,
Berkshire Hathaway

Pollard Banknote is committed to developing sound strategies
in partnership with the New York Lottery to maximize sales in
the coming years. In conducting market research activities,
Pollard Banknote will tap into our own in‐house market
research capabilities, as well turning to some external
expertise, which will be made available to the New York Lottery
throughout the term of the contract.

The following two tables detail the array of secondary and primary research initiatives
Pollard Banknote can spearhead on the Lottery’s behalf:
SECONDARY RESEARCH INITIATIVES
Instant Game Sales Analysis
Instant Ticket Themes and Play Styles Analysis
Effects of Ticket Attributes
Sales Forecasting
Second Chance Drawing Profile
Retail Store Location Analysis
Optimize Product Plan for Fiscal Year
Instant Game Trends
Industry Best Practices
Pollard Banknote Top‐Selling Games
Marketing Strategy Comparison of U.S., Canada, and Europe
Identify Cause of Low Sales Performance
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PRIMARY RESEARCH SUPPORT

BRIEF DESCRIPTION

Geographic Retailer Analysis

To assist the Lottery in retailer expansion, Pollard
Banknote will identify areas and store types of
greatest opportunity. A list will then be developed of
potential retailers and provided to the Retailer
Development Specialist, who will visit these
retailers and assess their suitability for selling
Lottery products.

Retailer Channel Surveys

Pollard Banknote will conduct additional retailer
surveys to conduct interviews with retailers,
evaluate displays and merchandising strategies to
identify opportunities to strengthen same store
sales. The results of these studies will be used by
our designated Retail Development Specialist, Greg
Hoelk, to improve retail operations.

Quantitative WebBased Instant
Game Research / Ticket Concept
Testing

Pollard Banknote will conduct at least two web‐
based instant game research studies each year, with
a sample size between 500 and 1,000 respondents.
These studies can identify key purchase drivers as
well as provide a detailed analysis of how the
perception and use of the Lottery is continuously
changing with time. These studies will also be used
to conduct online ticket concept testing, which will
play an instrumental role in ensuring the Lottery
offers an optimal game mix by:
•

•
•
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Determining which game concepts have the best
likelihood of being a strong seller once
launched in the market
Minimizing the risk of offering a game that will
not sell well in the market
Allowing insightful information to be captured
such as overall comments on each ticket and
preferences among ticket callouts
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For more information regarding the market research and related support services Pollard
Banknote is specifically proposing for the New York Lottery, we invite the Evaluation
Committee to consider our response to 4.6 Research and Product Development. See
especially the following subsection: New York‐Specific Market Research Strategy.

J. GAME PROMOTIONS
As a supplier to over 50 lotteries around the
world—and as a former Primary Vendor to the
New Lottery from FY 2002 through FY 2006—
Pollard Banknote has extensive experience
working with our customers in devising and
implementing a wide variety of lottery
promotions, including:
•
•
•
•
•
•
•
•
•

Newspaper and direct mail couponing,
including bar‐coded coupons
Ask for the sale
Retailer promotional games
Product display incentives
Design‐a‐ticket contests
Cross‐promotions
Point‐of‐purchase displays
Game advertising
Online contests and second chance
draws

Our marketing team will work with Lottery
officials to design promotional programs that
best match the sales goals of the Lottery with
the interests of New York retailers and players.
Many of our customers are increasingly turning
to licensed games to tap extra markets for
instant games—fans and enthusiasts of a specialized interest, for example, like the adorable
kitten and puppy photography of Keith Kimberlin or Cadillac ® (to name just two of our
exciting licensed properties).
These kinds of licensed offerings provide the perfect platform for promotional incentives. As
such, we provide full support for these properties with comprehensive programs that take in
all elements necessary for effective promotion.

RFP No.: C110001

Experience of the Vendor’s Organization

157

Experience of the Vendor’s Organization…
More detailed information on our promotional initiatives is presented in the promotions‐
specific discussions we’ve subsequently included within 4.6 Research and Product
Development. Within this lengthy offering, please refer to the components entitled
Innovative Promotions to Accompany Product Plan and Pollard Banknote’s Portfolio
and Licensed Products.

K. TICKET WAREHOUSING
As a full service supplier, Pollard Banknote also has extensive experience managing
warehousing and/or distribution services for the Maryland Lottery (where we serve as
Primary Vendor), as well as in Saskatchewan and Puerto Rico. Previously, we also managed
the Michigan Lottery’s distribution component for its line of validation pull‐tab tickets.
Additional information detailing our experience within the above‐mentioned jurisdictions is
provided below (prefaced by a brief introduction to our custom‐designed SureTrack lottery
management system).

Lottery Management Experience
Pollard Banknote’s proprietary SureTrack lottery management system has been designed to
give structure to the warehousing and distribution of all lottery products, whether instant
tickets or break‐open tickets. In addition, the system is designed to be flexible and robust
enough to handle everything from the smallest single‐site operation up to large‐scale
multiple warehouse operations. The system includes financial, distribution, telemarketing
(Tel‐Sell), and validation modules. Although all of the modules are fully integrated, each
module may also operate independently in a stand‐alone fashion.
One of SureTrack’s most important advantages is that it can be customized to suit just about
any approach to inventory management the Lottery chooses to employ. This flexibility will
ensure that Pollard Banknote can evolve to help our clients meet aggressive sales growth
forecasts through an expanded, increasingly complex distribution network.
All information SureTrack gathers is stored in an integrated, relational database. As a result,
ad hoc reports highlighting user‐defined periods can be easily produced, in addition to
SureTrack’s suite of over 100 existing reports. In short, if the data resides within the
system’s operational databases, the ability to generate any report around that data set is
easily managed—with the timing, frequency, and specific format of the reports being
dictated by the Lottery’s preferences.
Pollard Banknote has the experience of operating several lottery warehousing operations.
Each of these operations encompasses security, tracking, tracing, accounting, and
distribution of products (as required by our clients). Our warehouse operations involve
varying degrees of control, depending on the value of the products and the client’s unique
requirements. We believe in creating a solution for each customer that makes sense for that
customer’s situation. We also maintain warehousing operations on behalf of many of our
lottery clients.
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Presented below are a few examples demonstrating our experience.

Instant Ticket Distribution – Maryland Lottery
In July 2006, Pollard Banknote was awarded a contract to serve as the Primary Vendor of
instant lottery tickets to the Maryland Lottery. The contract required Pollard Banknote to
design and print lottery tickets, provide in‐depth marketing support, and provide
distribution of instant tickets to the Lottery’s 3,600 retailers. Services offered by Pollard
Banknote to the Maryland Lottery include:
•
•
•
•
•
•

Market research, ticket design testing, ticket portfolio management
Ticket printing, warehousing, and transportation
Distribution management and control using Pollard Banknote’s proprietary
SureTrack Lottery Management System
Assistance to the Lottery with retailer recruitment and management
Provision of a full‐time, co‐located instant ticket contract manager to work with the
Lottery on all aspects of instant ticket strategy, sales, and marketing
Overnight delivery of tickets to retailers via a seamless Pollard/UPS supply chain

Ticket Warehousing and Distribution – Saskatchewan Liquor & Gaming Authority
Since September 2005, Pollard Banknote has been operating the pull‐tab product line for the
Saskatchewan Liquor and Gaming Authority (SLGA) in accordance with a three‐year contract
between the two entities. Using our proprietary SureTrack Lottery management System,
Pollard Banknote is automating and efficiently managing inventory, ordering, sales, retailer
accounts, shipping, and other distribution tasks. Services offered by Pollard Banknote to the
SLGA:
•
•
•
•
•
•
•
•

Market research, ticket design testing, ticket portfolio management
Ticket printing, transportation, and warehousing
Inventory management and control
Retailer invoicing and collections
Retailer ticket ordering through a 24‐hour inbound/outbound Tel‐Sell ordering
system
Overnight delivery of tickets to retailers via a seamless Pollard Banknote/UPS
supply chain
Electronic transfer of retailer invoicing information to the Lottery to enable EFT
collections
Direct interface from Pollard Banknote to the Lottery to transfer all transaction and
accounting information automatically to the Lottery’s information system
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Starting and Operating a Lottery – Puerto Rico
In March 2002, Pollard Banknote launched the first instant game in Puerto Rico. Pollard
Banknote Limited of Puerto Rico, a wholly owned subsidiary of Pollard Banknote, manages
all operations of the Lottery. Lottery proceeds support charities in the country.
The Lottery has recruited over 2,000 retailers, ranging from major international
corporations doing business in Puerto Rico to smaller, independent “mom and pop” style
retailers. The launch of the Lottery was a tremendous success. Services offered by Pollard
Banknote Limited of Puerto Rico to the Lottery include:
•
•
•
•
•
•
•
•
•

Market research, ticket design testing, ticket portfolio management
Ticket printing, transportation, and warehousing
Inventory management and control using Pollard Banknote’s proprietary SureTrack
Lottery Management System
Design, production, and distribution of retailer point‐of‐sale (POS) material
Retailer recruitment, training, and management
Order management from, and ticket delivery to, Lottery retailers
Retailer invoicing and collections
Validation and redemption of winning tickets (via SureTrack)
Management of all back‐office systems and accounting processes

Ticket Warehousing and Distribution – Michigan Lottery
From October 2003 to April 2009, Pollard Banknote worked with the Michigan Lottery to
launch pull‐tab tickets across the state. Ticket production, warehousing, and distribution to
retailers were contracted to Pollard Banknote. Tickets were successfully introduced to more
than 1,000 retailers at launch, with over 1,600 retailers recruited during the term of the six‐
year contract. Pollard Banknote also directly managed the sale and distribution of self‐serve
ticket vending machines the Lottery required for this product.
A key objective of the Michigan Lottery was to generate incremental sales for the Lottery
and additional proceeds for the School Aid Fund without creating a corresponding
incremental administrative burden for the Lottery. By contracting with Pollard Banknote to
manage ticket printing and distribution, and by allowing Pollard Banknote to arrange for the
sale and distribution of machines directly to retailers, the Lottery was been able to focus on
the recruiting of retailers and the general oversight of the Lottery. Services offered by
Pollard Banknote to the Michigan Lottery included:
•
•
•
•
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Market research, ticket design testing, ticket portfolio management
Ticket printing, transportation, and warehousing
Inventory management and control using Pollard Banknote’s proprietary SureTrack
Lottery Management System
Retailer ticket ordering through a 24‐hour inbound/outbound Tel‐Sell ordering
system

Experience of the Vendor’s Organization
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•
•
•
•

Assistance to the Lottery with retailer recruitment, training, and management
Overnight delivery of tickets to retailers via a seamless Pollard Banknote/UPS
supply chain
Electronic transfer of retailer invoicing information to the Lottery to enable
Electronic Funds Transfer (EFT) collections
Direct interface from Pollard Banknote to the Lottery to transfer all transaction and
accounting information automatically to the Lottery’s information system
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Experience of the Vendor’s Organization…

3. CORPORATE/ORGANIZATIONAL CHARTS
POLLARD BANKNOTE’S CORPORATE STRUCTURE CHART
On the next page, we’ve provided a detailed and accurate corporate structure chart showing
all parents and subsidiaries.
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Experience of the Vendor’s Organization…

POLLARD BANKNOTE’S ORGANIZATIONAL CHART
Starting on the next page, we’ve provided a detailed and accurate organizational chart of the
company.
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Experience of the Vendor’s Organization
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Pollard Banknote
Executive

Winnipeg

John S. Pollard
Co-Chief
Executive Officer

David Colatriano
V. P. Operations

Bob Stewart
V.P.
Manufacturing

March 2011

Rob Rose
V.P. Finance

Ypsilanti

Barrhead

Council Bluffs

Lawrence O.
Pollard
Chairman

Don Sawatzky
V.P. Sales &
Marketing

Independent

Gordon O. Pollard
Co-Chief
Executive Officer

Jennifer Westbury
V.P. Sales &
Marketing

Sault Ste. Marie

Riva Richard
General Counsel
&
V.P. Legal Affairs

Doug Pollard
V.P. Lottery
Management
Services

Winnipeg

Pollard Banknote
Board of Directors

March 2011

Lawrence O. Pollard
Chairman of the Board

John S. Pollard
Director & Officer

Delmore C.W. Crewson
Director

Barrhead

Jerry L. Gray
Director

Ypsilanti

Council
Bluffs

Gordon O. Pollard
Director & Officer

Sault Ste. Marie

Garry Leach
Director

Douglas E. Pollard
Director & Officer

Independent

Winnipeg

Pollard Banknote
Legal

March 2011

Ypsilanti

Barrhead

Independent

Riva Richard
General Counsel & V.P.
Legal Affairs

Evelyn Draude
Licence
Administrator

Council Bluffs

Sault Ste. Marie

Sales & Marketing

Christele Gagne
Marketing Manager,
International

Winnipeg

Ypsilanti

Barrhead

Grant Humphrey
Director
International Sales

Pamela Sragovich
Account Coordinator

Céleste Gagnon
Account Coordinator

Steve De Mets
Marketing Manager
(International)

Julia Cloutier
Account Executive
(Canada)

Murielle Fontaine
Sr. Marketing Manager
(International)

Pollard Banknote

Michelle Annandale
Sr. Marketing Manager
(International)

Aynsley Johnson
Account Coordinator
(International)

Carrie Klips
Account Coordinator
(International)

March 2011

Gordon O. Pollard
Co-C.E.O.

Independent

Jennifer Westbury
V.P. Sales & Marketing

Nancy Bettcher
Director, Product
Innovation

Council Bluffs

Joaquin Casajuana
Director, Sales
(Latin America)

Sault Ste. Marie

Tammy Johnson
Manager, Pulltabs

Susie Farley
Executive Assistant

Steve Scigo
Outside Sales
Representative

Mark Masters
Outside Sales
Representative

Jenny Thompson
Account Representative

Steven Fingold
Vice-President,
Sales

Bill Rusch
Account Executive
Charitable

Dave Chiswell
Sales Representative

Stephen Chen
Director, Sales
(China)

Mike McMillan
Manager, Business
Development

Jocelyn Wendelborg
Saskatchewan Account
Representative

Don Sawatzky
V.P. Sales & Marketing

Gordon O. Pollard
Co-C.E.O.

Kevin Kilbrei
Marketing Specialist

Vacant
Multimedia Producer

Robert McGee
Director
Sales & Marketing
Communications

Croft Petersmeyer
Manager Proposal
Development

Mike Carr
Director, Marketing (US)

Donna Presiotti
Sr. Marketing Manager
(US)

Suzanne Johnson
Account Executive
(US)

Brad Thompson
Sr. Marketing Manager

Melanie Mateychuk
Account Coordinator

Sylvia Main
Sr. Marketing Manager
(US)

Colleen Dalzell
Account Coordinator
(US)

Sales & Marketing

Sina Aiello
Director, Licensed
Products

Del Margolis
Account Executive
(US)

Robin Williams
Street Team
Coordinator

Jakub Miller
Pricing Analyst

David Kuusselka
Marketing
Communications
Specialist

Adam Levin
Communications
Coordinator (term)

Dale Vencatasamy
International Proposal
Writer

Vacant
Communications
Coordinator

Darren Perche
Manager Marketing
Research

Jennifer Gray
Assistant, Market
Research

Vacant
Communications
Specialist

Sault Ste. Marie

Marsha Kehler
Account Executive

Jennifer Wankling
Marketing Manager

Council Bluffs

Independent

Lori Henry
Account Coordinator
(US)

Barrhead

Lori Denton
Manager Marketing
(US)

Ypsilanti

Vacant
Director Marketing (US)

Pollard Banknote

Byron Peterson
Director of Sales
(US)

Vacant
Sales Manager,
Commercial Games

Vacant
Account Coordinator

Julin Shaw
Account Coordinator

Suzanne Harden
Sr. Integrated Marketing
Manager, Licensed
Products

Rheanna Marshall
Assistant, Integrated
Marketing Manager

Dione FarmerAnderson
Account Executive
(US)

Winnipeg

Debbie Kyllo
Licensing Coordinator
Maternity Leave

Juanita Van Norman
Licensing Coordinator

Greg Hoelk
Sales Manager,
Licensed Products
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Pollard Banknote

Winnipeg

Lottery Management Services

March 2011

Ypsilanti

Doug Pollard
V.P., Lottery Management
Services

Erin Stuart
Lottery Management

Mark Misurak
Programmer Analyst

Don Thiessen
Lottery Management

Wes Brown
Manager, Lottery
Management Group

Donovan Yaciuk
Web Developer

Carla Brickwood
Shipper/Receiver

Council Bluffs

Vacant
Shipper/Receiver

Barrhead

Independent

Sault Ste. Marie

Pollard Banknote
Brian Braun
Director of Treasury

Ava Gruener
Divisional Controller
(US)

Trevor Elrick
Internal Auditor

Rob Rose
V.P., Finance

Carolyn Suggett
Purchasing Manager

Madeleine Frost
Admin. Assistant

Kelvin Martyniuk
Corp. Int’l Shipping
Coordinator

Debby Curtis
Purchasing Agent

Lori Streib
General Accountant

Brent Wilcox
Purchasing
Supervisor

Debbie Crease
Supervisor,
Administrative Services

Vacant
Sr. Financial Perf.
Analyst

Cris LeClerc
Admin. Assistant

Jan Hocken
Admin. Clerk/
Back-up Receptionist

Matt Mitchell
Buyer

Jason Rostek
Buyer

Katherine Szeler
US Payroll/Benefits

Ena Mason
Receptionist

Jeanette Gauthier
Financial Perf. Clerk

Karen Ricci Craig
Payroll/Pensions
Administrator

Sault Ste. Marie

Glen Andrews
Buyer

Council Bluffs

Trevor Walker
Mail Clerk

Susan Friesen
Costing Analyst

Winnipeg

Barrhead

Lisa Schellenberg
Sr. Financial Analyst

Independent

Danielle Hofsis
Accounts Payable

Ypsilanti

Rhonda Campbell
Financial Perf.
Accountant

Carol Dulle
Manager, Financial
Perf. Reporting

Finance/Administration

Brian Hemeryck
Corporate Controller

Dawn Zifarelli
Divisional Controller
(Canada)

Lei Berezowski
Account Supervisor

Susana Beza
Accounting Clerk

Marni Hutsebaut
Accounts Receivable

Rowena Alagar
Accounts Payable

Elissa Solta
Accounts Payable

Heather Sylvester
Accounting Clerk

March 2011

Dan Kraft
Director, Finance

Jay Klepper
Special Projects
Manager

Peter Vanella
Network
Administrator

Bill Jefferson
Cost Accountant

Chris Blair
Human Resources /
Security Manager

Nick Kafka
Inventory
Professional

Doug Kleveman
Purchasing Manager

David Gray
Programmer

Julie Ludwick
Payroll / Accounts
Payable Manager

Debbie Carpenter
Accounting
Specialist II

Bob Grantham
Credit Manager

Glennay Landals
Accounting
Clerk III

Winnipeg

Ypsilanti

Technical Art Design
Staff
Al Doersan
Randy Pagtalunan
Allan Phimister
Volker Ross-Arnold
Brant Schuerbeke
Katarina Tucovic
Lorraine Leclerc

Paris Filbert
Supervisor, Technical
Art

Pollard Banknote
Design & Pre-Press

Janet Durand
Design Coordinator

Sandra Sabourin
Creative Art
Supervisor

Creative Art Staff
Dorothy Brucki
Peter Catigay
Steven Downie
Pierre Lavoie
Kathleen Olivier
Sylvia Proudlove
Shelley Sacramento
Marcela Salazar
Helene Kauz
Marie Hart

Creative Team Artists
Teence Dreger
Lorena Sued
Naoli Bray

Proofreading Group
Brad Dunik
Rhea Merana
Christa Scaife

March 2011

Todd Lyall
Design Systems
Administrator & Sr.
Technical Artist

Barrhead

Lee James
Manager, Game
Planning & Pre-Press

Angela Johnson
Game Planner

Darrell Krilyk
Game Planner

Allison Burns
Game Planner

Mike Brickwood
Senior Planner Client
and Product
Development

Glen Lovie
Game Planner

Diane Earle
Game Planner

Christine Johnson
Game Coordinator

Sindy Catigay
Senior Game
Planner

Vacant
Game Planner

Blake Thompson
Game Planner

Donovin Karsin
Game Coordinator

Denise Tweed
Senior Game
Planner

Jake Arida
Game Planner

Carrie Woroniuk
Game Planner

Leanne Toms
Senior Game
Planner

Kathy Keating
Game Planner

Sault Ste. Marie

Robin Brown
Game Coordinator

Independent

Bonnie Ratcliffe
Game Coordinator

Diane Lagasse
Senior Game
Planner

David Colatriano
V.P. Operations

Cornel Friesen
Lead Hand
Technical Art
Production
Technical Art Production
Staff
Robert Brickwood
Wade Doering
Werner Kroeger
Dawna Shaw
Tracy Tordoff
Belle Cameron

Council Bluffs

Pollard Banknote
Game Technology
David Colatriano
V.P. Operations

Xu Hui Tan
Audit Programmer

Vacant
Font Technician

Carolyn Perreault
Senior Font
Technician

Edward Markowski
DGEN Programmer

Bryan Magnayon
DGEN Programmer

Thuy Fawcett
DGEN Programmer

Gary Lomanets
FCHECK
Programmer

Michael Forzley
FCHECK
Programmer

Dennis Allard
FCHECK
Programmer

Shannon Richard
FCHECK
Programmer

Yumin (Mina) Ma
FCHECK
Programmer

Sheena Jose
FCHECK
Programmer
(Maternity Leave)

Edward Domingo
FCHECK
Programmer

Darren Wareham
Director, Game
Technology

Alan Namaka
Project Leader

Candy Dumont
Acceptance
Technician

Lig Gil Lubi
Font Technician

Andrew Gemmell
DGEN Programmer

Karl Nato
DGEN Programmer

Loritta McKnight
FCHECK
Programmer

Game Generation

Jonathan Berry
Acceptance
Technician
Cindy Bergen
Senior Acceptance
Technician

Gail Charette
ID Proofreader

Amit Chabra
DGEN Programmer

Kyle Rogers
DGEN Programmer

Mai Wang
FCHECK
Programmer

Linda Dorge
Image Development
Manager

Joe Barkman
Audit Programmer

Erik Jorgensen
Audit Programmer

Val Friesen
Font Technician

Steven Nikkel
DGEN Programmer

Ryan Small
FCHECK
Programmer

Mark Spratt
Audit & Acceptance
Manager

Darrell Cooper
Audit Programmer

Mei Lu
Audit Programmer

Shauna Stastook
Font Technician

Nelson Yung
DGEN Programmer

Douglas Murphy
FCHECK Supervisor

Kirby McGowan
Project Leader

Andrei Kovalev
Audit Programmer

Bryan Wilkes
Audit Programmer

Kyle Dell
DGEN Programmer

Sault Ste. Marie

Richard Jones
Project Leader

Ipe Matthew
Audit Programmer

Joy Wu
Audit Programmer

Jason Penner
FCHECK
Programmer

James Sankey
DGEN Supervisor

Andrew De Graff
Audit Programmer

Xiaochun (Chun) Wu
FCHECK
Programmer

Independent

Jonathan Lee
DGEN Programmer

Council Bluffs

Don Rivers
DGEN Programmer

Mohammad Jayyusi
Audit Programmer

Winnipeg

Barrhead

Karen Orpin
Acceptance
Technician

Ypsilanti

Priscilla Moore
Acceptance
Technician
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Winnipeg

Pollard Banknote
Lab Services
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David Colatriano
V.P., Operations

Leo Umandap
QA Technician

Brett Taylor
Corporate Lab
Manager

Andy Wojtowicz
Security Chemist

Jackie Edwards
Contract and Design
Examiner

Lab Technicians
Level I

Lab Technicians
Level II

Independent

Lab Technicians

Council Bluffs

Lab Technicians

Debbie Gautreau
Lab Manager

Jackie Yule
Contract and Design
Examiner

Barrhead

Joanne Unrau
Lab Manager

Inanama Mejos
Development
Technologist

Teri Masson
Contract and Design
Examiner

Lab Technicians

Ypsilanti

Sault Ste. Marie

Simone Tabb
HR Professional

Ypsilanti

Corey Brown
HR Assistant / Health
and Safety

Pollard Banknote

Lori Hartnett
Production Data
Development Planner

Winnipeg

Glenn Knapp
Manager, Information
Systems Client Services

Operations Support

Dave Jackson
Corporate Scheduler

March 2011

Catherine Chadwick
Admin. Assistant

Barrhead

Bob Stewart
V.P. Manufacturing

Darrell Ward
Director, Quality,
Health, Safety &
Environment

Independent

Connie Morris
ISO Officer /
Administrative Assistant

Council Bluffs

Ray Litke
Security Officer

Eric Hrycyk
Director, Corporate
Security

Bruce Vokey
Senior Security Officer

Virgilio Gilbang
Security Officer

Jodi Cole
Human Resources
Manager

Natasha Donkersley
HR Coordinator
(Maternity Leave)

Jonathan Cahill
Security Officer

Kent Holmes
Security Officer

Lea-Anne Stagg
HR Coordinator
(Term)

James Vivian IV
Security Lead Hand

James Vivian V
Security Officer

Lance Williams
Security Manager

James Pate
Security Officer

Kevin Gladue
Security Officer

Sault Ste. Marie

Dion Grotkowski
Plant Manager

Mark Brickwood
Director, Information
Systems

Operations Managers

Pollard Banknote

Bob Stewart
V.P. Manufacturing

Rob Anderson
Director, Winnipeg
Manufacturing

Brett Taylor
Corporate Lab
Manager

David Colatriano
V.P. Operations

Darren Wareham
Director, Game
Technology

Norm Hagman
Production Technical
Review Specialist

Peter McConville
Colour Specialist

Lee James
Manager, Game
Planning & PrePress

Cornel Friesen
Lead Hand Technical
Art Production

Jason Orr
Database
Administrator

Andy Wojtowicz
Security Chemist

Maintenance Group

Mark Spratt
Audit & Acceptance
Manager

Craig Kohn
V.P. Manufacturing

Greg Hamilton
Production Manager
140 Otter Presses

Game Generation
Group

Diane Lagasse
Senior Game Planner

Jim Mackle
Engineering Manager

Laurie Pierson
Production Manager
Finishing

Sindy Catigay
Senior Game Planner

Mike Brickwood
Senior Planner Client
and Product
Development

Denise Tweed
Senior Game Planner

Leo Umandap
QA Technician

Scott Stalker
Production Manager

Sherri Moed
Supervisor, Database
Development Group

Arnie Devlin
Computer
Operations Manager

Linda Dorge
Image Development
Manager

Shelley Carlson
Plant Manager

Jim Loy
Finishing Manager

Bob Holmes
Production Manager
1499 Buffalo Presses

Debbie Gautreau
Lab Manager

Contract & Design
Group

Winnipeg
Programming Group

Scott Wright
Associate Director of
Manufacturing

Proofreading Group

Sault Ste. Marie

Kristine Wattis
Supervisor, Computer
Operations

Leanne Toms
Senior Game Planner

Steve Culligan
Plant Manager

Dave Thomas
Pre-Press Manager

Zack Yang
Supervisor, System
Administration and
Security

Independent

Creative Art Staff

Sandra Sabourin
Creative Art
Supervisor

Joanne Unrau
Lab Manager

Barrhead

Gerry Cormier
Manager, Ink
Management

Peter Nguyen
Controls Specialist

Travis Gothe
Maintenance
Software Technician

Todd Seier
Supervisor IT
Services

Luke Rawluk
Computer Engineer

Troy Clowater
Programmer Analyst

Rommie Ross Mendoza
Information Systems
Analyst

Ypsilanti

Council Bluffs

Inanama Mejos
Development
Technologist

Simone Tabb
HR Professional

Jeff Smith
MSG

Winnipeg

Darrell Ward
Director, Quality, Health,
Safety & Environment

Jodi Cole
Human Resources
Manager
Eric Hrycyk
Director, Corporate
Security

Dave Jackson
Corporate Scheduler

Glen Knapp
Manager, Information
Systems Client
Services
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Pollard Banknote
Winnipeg Manufacturing

David Colatriano
V.P. Operations

Travis Gothe
Maintenance Software
Technician

Ernie Kreker
Supervisor

Rheal Lagasse
Supervisor

Tyson Kaus
Supervisor

Renee Hogan
Production
Coordinator

Scott Wright
Associate Director of
Manufacturing

Vacant
Process Engineer

Sylvia Tkach
Quality / Health &
Safety Officer

John Banman
Housekeeping Lead
Hand

Mechanical /
Electrical
Maintenance Staff

Gerry Maniaco
Lead Hand
Maintenance
Vacant
Lead Hand
Maintenance

Agnes Johnson
Inventory Planner

Ed McGurran
Materials /
Operations Manager

Shipper / Receivers

Fred Tycoles
Shipping Lead Hand

Shredder Operator

Breanne Bebber
Shipping / Receiving
Clerk

Jan Krilyk
Shipping / Receiving
Administrator

Housekeeping Staff

Sault Ste. Marie

Press Supervisors

Independent

Sheeting

Inline Vision
Offline Vision
Offline Folder

Press Assistants

Presses (Offset, Web,
Imager, Aquaflex,
Didde, Laminator)

Council Bluffs

Sheeting, Cutting
Operators

Bob Holmes
Production Manager
1499 Buffalo Presses

Rob Anderson
Director, Winnipeg
Manufacturing

Marlene Gawley
Supervisor

Laurie Pierson
Production Manager
Finishing

Sylvia Fedorchuk
Supervisor

Peter Nguyen
Controls Specialist

Rene Levasseur
Supervisor

Tim Roy
Supervisor

Greg Hamilton
Production Manager
140 Otter Presses

Shawn Arnal
Supervisor

Leya Tod
Supervisor

Barrhead

Finishing Staff

Finishing Supervisors

Mike Kress
Supervisor

Production Assistants

Ypsilanti

Plate Mounters

Make Ready Room

Winnipeg

Ink Room
Technicians

Lilibeth Remonte
Ink Room Coordinator

Press Assistants

Inline Press
Inline Folder
Inline Vision

Press Supervisors

Mike Ducharme
Supervisor

Norm Hagman
Production Technical
Review Specialist

Brad Chiborak
Pre-Press Supervisor
(Proofing & Plating)

Pre-Press Proofing &
Plating Staff
Don Senkiw
Curtis Molnar
Brian Welby
Ronald Gatdula
Heather Riddle
Production
Proofreading
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Gerry Cormier
Manager, Ink
Management

Larry Cruise
Process Improvement
Technician

Pollard Banknote
Information Systems & Engineering

Arnie Devlin
Computer
Operations Manager

Todd Seier
Supervisor IT
Services

Jason Orr
Database
Administrator

Luke Rawluk
Computer Engineer

Mark Brickwood
Director, Information
Systems

David Colatriano
V.P. Operations

Sherry Moed
Supervisor, Database
Development Group

Jim Mackle
Engineering Manager

Kevin Rouire
System Administrator

Paul Cumming
Engineer

Kevin Ony
Engineer

Ryan Podjan
System Administrator

Mike Cairns
Systems
Administrator

Jason Carney
Programmer

Jules Dusablon
System Administrator

Sault Ste. Marie

Morgan Baker
Engineer

Independent

Martin Bruyere
PC Technician

Council Bluffs

Drew Daniels
System Analyst

Adam Berry
Programmer Analyst /
Systems Administrator
Reynando Paz
Programmer Analyst /
Systems Administrator
Kris Godin
Programmer Analyst /
Systems Administrator
Souxinh Ma
Programmer Analyst /
Systems Administrator
Vacant
Programmer Analyst /
Systems Administrator
Ron Clawson
Programmer Analyst /
Systems Administrator

Ypsilanti

Barrhead

Barry Vadnais
Shipping / Receiving
Part-time

Winnipeg

Ray Liu
PC Technician

Zack Yang
Supervisor, System
Administration and
Security

Tracey Maclean
Computer Operator –
Imager Files & Carton
Contents

Kristine Wattis
Supervisor, Computer
Operations
Girja Srivastava
Computer Operator –
Game Specification
Review

Bobbi McLeod
Computer Operator –
Imager Files & Carton
Contents

Kathleen Derksen
Computer Operator –
Imager Files & Carton
Contents

Edward Lee
Computer Operator Deliverables

Deepa Ipe
Computer Operator –
Imager Files & Carton
Contents

Janine Kennedy
Computer Operator –
Data Generation

Tannis Wattis
Computer Operator Deliverables
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Programming Group
Ryan McDermid
Phillipe Bardet
Christian Coish
Preeti Singh

Troy Clowater
Programmer Analyst

Rommie Ross Mendoza
Information Systems
Analyst

Andrew Hadaller
Programmer Analyst

Winnipeg

Bob Stewart
V.P., Manufacturing

Bennie Childers
Maintenance
Manager

Craig Kohn
V.P., Manufacturing

Dan Clark
Shipping Manager

Linda Harte-Maxwell
Creative Services
Manager

Don Kafka
Pull Tab Production
Scheduler

Game Development
Specialist / QC

Technical Art Staff

Tina Degenstein
Quality Assurance
Technician

Proofreaders

Lawrence Henderson
Game Development
Supervisor

Layout Artists

Amy Jo Wright
Pre-Press Technician

Roger Anghe
Process Lead

Sault Ste. Marie

Diana McIntosh
Game Development
Specialist / Lead

Creative Art Staff

Dave Lines
Tabs Press Manager

Ron Bothwell
1st Shift Press Lead

Phil Zimmerman
2nd Shift Press Lead

Tom Anson
1st Shift Bingo Press
Lead

Independent

Pauli Flynn
Bell Tech Lead

Dan McGlone
2nd Shift Bingo Press
Lead

Council Bluffs

Terry Poffenbarger
Electrician

Barrhead

Marty Johnson
Warehouse Lead

Ypsilanti

Mike Davis
Bingo Production
Scheduler

Sheryl Brisbois
3rd Shift Collation
Lead

Kim Shaffer
2nd Shift Collation
Lead

Phil Van Ommeren
2nd Shift Bingo
Supervisor

Kathy Williamson
1st Shift Collation
Lead

Ed Childers
1st Shift Bingo
Finishing Supervisor

Tom Adams
Bingo Finishing
Manager

Pollard Banknote
Council Bluffs

Vera Fowler
Tabs Finishing
Supervisor

Terry Elliff
Pull Tab Finishing
Manager

Keven Ferguson
Technical Support
Specialist
Janet Lewis
1st Shift Tabs
Finishing Lead

Todd Cornelius
Machines
Manager

Steve Bonar
Machine Assembly
Technician II
Joey Bradley
Technical Support
Specialist

March 2011

Dale Robertson
Director, Quality
Control / Regulatory

QC Staff

Vacant
Production
Manager
Michael Michaud
Maintenance and
Security Manager

Bob Stewart
V.P., Manufacturing

Independent

Jennifer White
Administrative
Support Clerk

Cheryl Schaffrick
Admin (PT)

Simona Smethurst
Quality / Health &
Safety / HR Manager

Shelley Carlson
Plant Manager

Vacant
Maintenance
Electrician

Maintenance Lead
Hand

Data Entry Clerk

Vacant
Maintenance
Assistant

Manufacturing
Auditor

Pre-Void Banker

Manufacturing
Lead Hand

Council Bluffs

Manufacturing
Operators

Barrhead

Custodian

Linda Feichtinger
Shipper/Receiver

Winnipeg

Ypsilanti

Manufacturing
Assistants

Banker

Pollard Banknote
Barrhead
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James Grumbach
Programmer Analyst /
Systems Support Lead /
Security Officer

Konstantin Filbert
Programmer
Analyst / Systems
Support

Sault Ste. Marie

Winnipeg

Pollard Banknote
Sault Ste. Marie

Robert Koolker
Maintenance Technician
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Kevin Pomber
Shipping/Receiving
Supervisor

Shipper/Receiver

Housekeeping

Ypsilanti

Bob Stewart
V.P., Manufacturing

Independent

Mary Austin
Lead Hand Team 1

Tammy Coles
Production Manager

Heather Ervin
Lead Hand Team 2

Suzanne Poulin
Lead Hand Team 3

Sault Ste. Marie

Finishing Staff

Material Coordinators

Production Lead Hands

Randilee Laur
Lead Hand Team 4

Rick Brooks
Human Resources / Health
& Safety Officer

Steven Culligan
Plant Manager

Council Bluffs

Johnathon Muise
Systems Support Analyst,
Security/Quality
Coordinator

Barrhead

Colleen Storms
Scheduler / Planner

Ypsilanti

Pam Myers
Maintenance Clerk

Imager Operators

Winnipeg

Carrie Johnson
Shipping Supervisor

Frank Hemdon
Lead Shipper /
Receiver

Ypsilanti

David Colatriano
V.P. Operations

Independent

Comco 2nd
Operators

Dion Grotkowski
Director,
Manufacturing

Jeff Smith
MSG

Shredders

Council Bluffs

Bunch Operator

Comco Operators

Shippers / Receivers

Barrhead

Material Handler

Vacant
Press Room Manager

Imager / Aquaflex
Assistants

Aquaflex Operators

Press Managers

Bay Auman
Press Room Manager

Derek LaRose
Press Room Manager

Bill Thomas
Inventory Specialist

Becky Fitzsimmons
Manufacturing
Assistant / Production
Scheduler

Scott Stalker
Production Manager

Pollard Banknote

Maintenance
Electrical Tech

Web Offset Operators

Web Offset 2nd
Oeprators
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Tom Walker
Assistant Supervisor

Jay Maracani
Assistant Supervisor

Andy Filipiak
Assistant Supervisor

Jim Loy
Finishing Manager

Scott Shine
Assistant Supervisor

Packing Line
Assistants

Packing Line
Operators

Void Bankers

Packing Line 3rd
Operators

Packing Line 2nd
Operators

Finishing Supervisors

Inspectors

Vision Inspection
Operators

Sault Ste. Marie

Dave Thomas
Pre-Press Manager

Rob Freeborn
Pre-Press Technician

Rebecca Tanner
Production
Technician

Carol Bibb
Proofreader
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4. CLIENT SUMMARIES INSERT: WHERE THE RUBBER HITS THE ROAD
Within this subsection we present our comprehensive Client Summaries Insert, which
relates a variety of jurisdiction‐specific narratives describing the successes our NASPL
customers have enjoyed through partnering with Pollard Banknote.
Perhaps more than anything else, these evenhanded summaries should serve to inform the
Evaluation Committee that we’re able to collaborate with our lottery partners—most
notably in the Primary Vendor capacity— in ways that mean meaningful increases in instant
ticket revenues.
In particular, we invite the Evaluation Committee to keep an eye out for various revenue‐
boosting examples within the upcoming insert (as summarized on the following pages) that
delineate overall sales successes in select jurisdictions where Pollard Banknote serves as the
primary or exclusive supplier of scratch‐off tickets.
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1. NEW JERSEY LOTTERY
Since Pollard Banknote assumed primary
printing duties for the New Jersey Lottery
in 1996, instant sales have spiked
283%—from $339.7 million in FY 1996 to
over $1.3 billion in FY 2010. The Lottery
has also enjoyed a marked improvement
of its per capita instant sales ranking
throughout this period, going from 22nd
place in FY 1996 to a record 5th place in
FY 2010.

INSTANT SALES BY FISCAL YEAR—NEW JERSEY LOTTERY
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Source: La Fleur’s 2010 World Lottery Almanac/October 2010 Magazine
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2. KANSAS LOTTERY
Throughout Pollard Banknote’s primary
partnership with the Kansas Lottery, sales
have increased by 78% over the past eight
years—from $70.4 million in FY 2002 to just
over $125.1 million in FY 2010.

INSTANT SALES BY FISCAL YEAR—KANSAS LOTTERY
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Source: La Fleur’s 2010 World Lottery Almanac/October 2010 Magazine
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3. MARYLAND LOTTERY
Pollard Banknote became the Maryland
Lottery’s primary supplier in FY 2007 (July
2006). Instant sales in FY 2010 were
approximately $490.9 million, an increase
of over 15% compared to FY 2007. This
growth is exceptional considering current
economic conditions statewide.

INSTANT SALES BY FISCAL YEAR—MARYLAND
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Source: La Fleur’s 2010 World Lottery Almanac/October 2010 Magazine
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4. ONTARIO LOTTERY AND GAMING
CORPORATION (OLG)
To help give instant sales a boost, a new
marketing strategy was recently put in place
for the Ontario Lottery, a jurisdiction Pollard
Banknote proudly serves as exclusive
supplier. Part of that strategy involved
increasing prize payouts. As a result, instant
sales increased from $587.9 million in FY
2006 to $853.8 million in FY 2010, a 45%
increase. This growth was the fastest
growth in North America over this time
period (excluding new start‐up North
Carolina).

INSTANT SALES BY FISCAL YEAR—ONTARIO
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Source: La Fleur’s 2010 World Lottery Almanac/October 2010 Magazine
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5. WESTERN CANADA LOTTERY
CORPORATION (WCLC)
Pollard Banknote worked closely with WCLC
(another lottery we serve as exclusive
supplier) to develop a game strategy that
would help dramatically increase its instant
sales. Revenues went from $177.1 million in
FY 2004 to $262.7 million in FY 2010, an
increase of 48%.

INSTANT SALES BY FISCAL YEAR—WCLC
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A MINNESOTA SCRATCH FX® STORY
The success of our primary clients—as introduced above—is certainly worthy of note, but so
too is the success we’ve helped engender for clients for whom we’ve played a supporting
role in the past few years. Case in point: the Minnesota Lottery. From FY 2007’s instant
ticket sales of $260.8 million to $338.1 million in FY 2010, the Minnesota Lottery has
experienced the fastest growth in North America (excluding new start‐up North Carolina).

INSTANT SALES BY FISCAL YEAR—MINNESOTA
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Source: La Fleur’s 2010 World Lottery Almanac/October 2010 Magazine
Pollard Banknote’s partnership with the Minnesota Lottery began in FY 2007, and since this
time we’ve played an instrumental role in growing its sales. Take a look at the historical
record illustrated on the chart found hereafter. It clearly demonstrates that Pollard
Banknote’s entry within the Minnesota market has proven to be a tremendous boon to
overall instant ticket revenues statewide.
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INSTANT SALES BY FISCAL YEAR—MINNESOTA
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According to the Lottery, the notable increases experienced in the past few years have
largely been due to its introduction of the $20 category—exclusively provided by Pollard
Banknote. Employing Pollard Banknote’s patented Scratch FX ® process as well as our
exclusive Pollard PlayBook™ format (the latter as of 2010), these premium games
represented 20% of the Lottery’s instant sales throughout the most recent fiscal year.
The kind of unprecedented growth witnessed since the start of our collaboration with
the Minnesota Lottery proved to be a motivating factor in its recent decision to award
our company a multiyear Primary Vendor contract. We have every confidence that the
successes realized thus far will be eclipsed with even more impressive milestones in
the coming years.
And we’d very much like to mirror this kind of success within New York as the Lottery’s new
chief supplier of instant tickets and related services.
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Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following insert confidential. The specific statutory basis for our
claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The Client Summaries Insert presented on the ensuing pages constitutes Pollard Banknote
trade secrets used to further a business advantage over competitors who do not know or use
it, and the disclosure of which would injure Pollard Banknote in the marketplace.
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4.4 PROJECT MANAGEMENT AND STAFFING
KEY RESOURCES AND PARTNERS: AN AT‐A‐GLANCE OVERVIEW
We have assembled a team of our brightest, most capable people to serve your Lottery,
including Don Sawatzky and Lori Denton in our Marketing department, Greg Hoelk, our
designated Retailer Development Specialist, social gaming experts like Sina Aiello and
Suzanne Harden, and Internet gaming authorities like Stefan Hrafnkelsson from Betware and
Björn Krantz from Net Entertainment.
On the following page, we have provided an organization chart which depicts some of the
key resources and partners that Pollard Banknote will dedicate to the New York Lottery
account.
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WHAT’S COMING UP: THE BALANCE OF OUR RESPONSE TO 4.4
PROJECT MANAGEMENT AND STAFFING
Pollard Banknote’s response to this section of the RFP covers all stipulations noted. To make
the proffered information easier to follow, we’ve elected to separate our detailed answer to
this section into the primary areas noted below. We hope the Evaluation Committee finds
this approach helpful.
The three main components incorporated into the remainder of our response to 4.4 Project
Management and Staffing include the following:

I. FULL TIME AND SHARED STAFF ASSIGNED TO NEW YORK
As its new Primary Vendor, Pollard Banknote is ready to commit significant resources to the
New York Lottery. For the Evaluation Committee’s convenience, we first present a chart
highlighting who believe are the key personnel representing the Lottery’s interests on behalf
of Pollard Banknote. This chart includes the five individuals required within 3.2 Scope, of
course, but also names selected additional personnel who we believe will be instrumental in
maximizing opportunities for the Lottery.
This component concludes with a brief introduction and detailed resumés for each of the
five individuals specifically noted within 3.2 Scope. Resumés for the other personnel noted
in the initial chart can be found within the third component of 4.4 Project Management
and Staffing, which is entitled III. Supplemental Key Personnel: An Overview.
These individuals include the following:
1.
2.
3.
4.
5.

Project Coordinator: Dione FarmerAnderson
Retailer Development Specialist: Greg Hoelk
Senior Account Manager: Lori Denton
Art Director: Pierre Lavoie
Research Specialist: Darren Perche

II. LORI DENTON AND COMPANY: ON CALL IN NEW YORK
Lori Denton and Dione Farmer‐Anderson comprise the two key marketing representatives
we’ve assigned to service the New York Lottery’s account. Within this component, their
various responsibilities are expressly outlined. We also provide an introductory discussion
of our Market Research department—led by Darren Perche, Manager, Market Research. For
even more comprehensive information on Darren and his team, please refer to our
subsequent answer to 4.6 Research and Product Development. Specifically, please review
our response to Market Research Support for the New York Lottery.
Together, the one‐two punch offered by our Marketing and Market Research departments—
as summarized within this component—is designed to offer the Evaluation Committee every
confidence that re‐establishing a Primary Vendor relationship with Pollard Banknote will
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enthusiastically be met from our side with the very best people dedicated to maximizing the
New York Lottery’s opportunities on the instant ticket front.

III. SUPPLEMENTAL KEY PERSONNEL: AN OVERVIEW
The third and final component presented within 4.4 Project Management and Staffing
brings together the dozens of other Pollard Banknote personnel who will work together with
the five individuals identified above to guarantee that every possible staffing‐related
concern is addressed by our very best people.
Kicked off by a brief introductory narrative explaining the importance of our team‐oriented
approach—and a personnel chart illustrating that 651 years of cumulative Pollard‐specific
experience are on guard for the Lottery’s ticket production—we conclude this component
with informative resumés of these individuals whose collective job it is to ensure the
Lottery’s complete satisfaction with every aspect of our operations.
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I. FULL TIME AND SHARED STAFF ASSIGNED TO NEW YORK
SUMMARY OF FULLTIME DEDICATED AND SHARED STAFF ASSIGNED TO NEW
YORK LOTTERY AS OUTLINED IN 3.2 SCOPE

Dione
Farmer‐
Anderson

Project
Coordinator

Dedicated, full‐time responsible for
 Coordination with printing and
production facilities
 Ongoing development and delivery of
instant games including but not limited
to prize structures, ticket designs,
scheduling, inventory management,
delivery issues, and production issues
 Working with senior Lottery staff as
needed to evaluate products at retail and
assist in the development of product
improvements or development of new
products.

Greg Hoelk

Retail
Development
Specialist

Dedicated, full‐time resource to work with
underperforming or such other retailer
groups as defined by the Lottery.

Assigned to New York Lottery account for
approximately 30% – 40% of her time,
available monthly for strategy planning
sessions and responsible for:
Lori
Denton

Senior
Account
Manager
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Senior level coordination with Vendor
and Lottery management
Instant game sales and marketing
development and initiatives
Resolving critical
scheduling/shipment issues
Following through on security and
validation file issues.
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Pierre
Lavoie

180

Art Director

Assigned to respond directly to New York
Lottery as needed to develop current
concepts and work on future concept
development

Darren
Perche

Research
Specialist

Assigned:
 To work with New York Lottery
Research and Development staff on
projects involving historical New
York Lottery sales data to assist in
identifying changes in sales patterns,
demographics, retail environment trends,
lottery delivery methods and display, and
player attitudes.
 To work with the Lottery to examine
individual game sales results in an effort
to identify elements that may improve
both sales and profits
 To regularly present sales tools identified
through global and domestic research
should be presented to the New York
 To be actively involved in recommending
new strategies using gaming data from
New York and other jurisdictions to
improve sales

Rebecca
Tanner

Game
Planner

Assigned to New York Lottery to provide an
individual assigned to coordinate with the Lottery
on all game development, production and support
throughout the life of the game.

Arnold
Devlin

Manager,
Computer
Operations

Project Management and Staffing

Assigned to New York Lottery as the point
person responsible for altering Lottery
Operations of any operational issues such as
problems with game files, ticket quality etc.
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ADDITIONAL RESOURCES OFFERED AS PRIMARY VENDOR

FULL ACCESS TO POLLARD BANKNOTE’S SOCIAL MEDIA GROUP

Suzanne
Harden

Senior
Social Media
Expert

Assigned to New York Lottery to lead the
development of an integrated social media
strategy and annual tactical plans.

Julia
Cloutier

Social Media
Expert

Assigned to New York Lottery to lead the
development of an integrated social media
strategy and annual tactical plans.

Dedicated
Social Media
Program
Manager

Dedicated, full‐time resource, located either
at the Lottery’s office or at Pollard
Banknote’s office, responsible for complete
planning, management, and implementation
of the annual social media plan and for all
associated online content development.

Resource
will be
hired after
primary
contract
award

For more information on Pollard Banknote’s social media expertise, we invite the Evaluation
Committee review our response to 4.6 Research and Product Development (see Innovation at
Pollard Banknote).

RETAIL DEVELOPMENT TEAM

As the Lottery’s primary vendor, Pollard Banknote will also provide five (5) full‐time, dedicated
Retail Development Team staff to work with Greg Hoelk to focus on retailer recruitment and
retailer channel optimization. Supplemental information regarding this team is presented
hereafter.
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RETAILER DEVELOPMENT TEAM: SUPPLEMENTAL INFORMATION
If selected as the Primary Vendor, Pollard Banknote is prepared to enhance the Lottery’s
own merchandising efforts by adding five (5) full‐time retailer development staff to work
with Greg Hoelk, Retailer Development Specialist, to recruit retailers as well as help improve
same store sales.
Our primary objective is to help the New York Lottery increase its overall revenues.
Maintaining an effective presence at retail is fundamentally important to maintaining and
boosting the Lottery’s sales. Pollard Banknote strongly believes there is an opportunity to
increase the Lottery’s sales by achieving a more visible presence throughout the retailer
network—the places players shop. By adding to the Lottery’s sales resources, we are
confident that the Lottery can expand into more locales and command a stronger overall
retail presence.
This additional staff will be hired as Pollard Banknote employees to grow the Lottery’s total
sales by initiating and supporting sales efforts at the retail level. Four of these staff
members would be assigned to New York City and surrounding regions, while the other two
members would focus on the remaining regions of New York.
Our retailer development staff will be focussed on retailer recruitment, as well as identifying
retailers’ deficiencies and implementing improvements that will attract and retain players of
all types.
Optimizing Ticket Displays – The location of dispensers and ticket displays are key
elements in increasing sales. The retail developers will ensure that the tickets are in plain
view of customers and are located at the store’s point of purchase. Ticket displays should be
entirely visible with no obstructions, and numbered and labeled by price point (if not using
the waterfall display tactic). In‐counter displays will be replaced with plastic dispenser
whenever possible, and tattered dispensers will be repaired or replaced.
Beyond the visual cues of the ticket display, the games included in the display must
represent an array of base, niche, and top‐selling games—as well as the Lottery’s entire
range of price points. The number of games within each price point is to be determined on a
“space to sales” basis (i.e., by the price points that sell the best in that store). The retail
developers will confirm on each visit that the bins are full, and that there’s ample inventory
of current and popular games; old, slow‐moving games will be identified and replaced.
Updating and Maintaining PointofSale Materials – To increase the promotion of specific
games, new and specialty games should be displayed in a fashion that draws special
attention to them at the point of purchase. The retail developers will ensure all relevant POS
tools are displayed in ideal locations within the stores and place stickers stating “New
Game”, “Special”, etc. on plastic ticket dispensers. Actual sample tickets and winning tickets
will be displayed at the point of purchase
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Ensuring Ideal Placement of Lottery Terminal and Lottery Literature – Retailer
developers will scrutinize the placement of Lottery terminals, play slips, brochures, etc. and
make adjustments to strike a balance of accessibility for customers and convenience for
store employees.
Maximizing Effectiveness of ITVMs – As ITVMs are the sole source of ticket sales in some
retail environments, the retail developers will evaluate the machines’ placement in each
venue and, if necessary, suggest realistic changes.

For more information on Pollard Banknote’s proposed Retailer Development Team, we
invite the Evaluation Committee review our response to 4.6 Research and Product
Development (see New York Lottery Retail Network Improvements).
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THE INTEGER GROUP®: POLLARD BANKNOTE’S PARTNER IN NEW YORK
Pollard Banknote has partnered with The Integer Group (Integer) to assist in the expansion
of the New York Lottery’s retail network into retail chains where the Lottery does not yet
have a presence. Based on our analysis of the New York market, we have identified four
store chains to be the focus for these recruitment efforts:
1. Family Dollar
2. Dollar General
3. Lowes
4. Home Depot
Integer will work with Pollard Banknote’s designated Retailer Development Specialist, Greg
Hoelk, and his Retailer Development Team to develop retailer profiles, an expansion
strategy (in partnership with the New York Lottery), and presentation decks (including a
promotional concept) to demonstrate how the retailer and the Lottery could partner
together.
Together, Pollard Banknote and Integer will be available to meet with the New York Lottery
and its retailers.
In addition to the above retailer recruitment efforts, The Integer Group will also work with
Pollard Banknote to orchestrate four instant game promotions a year, one every quarter on
average. A partner like The Integer Group augments our Lottery‐specific approach with the
creative talent, retail connections, and know‐how to bring the Lottery innovative
promotions that will excite current players and entice prospective players, particularly from
younger demographics.
For the Evaluation Committee’s consideration, more information concerning our Retailer
Development Specialist, Greg Hoelk, our Retailer Development Team, and The Integer Group
can be found within our response to 4.6 Research and Product Development. See
especially the components entitled Innovative Promotions to Accompany Product Plan
and Retail Network Development Strategy.

The following profile provides the Lottery with an introduction to the credentials of our
partner, The Integer Group, and the assistance available to the Lottery with future
promotion development and implementation at retail.
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THE INTEGER GROUP OVERVIEW

At Integer™, we live at the
Intersection of Branding and
Selling®.
What does this mean?
It means that we build brands and
deliver results. It’s about more
than creating an impression, it’s
about creating a movement,
driving transactions and helping
our Clients develop an enduring,
passionate relationship with their
customers.
We intimately understand the
delicate interplay between the
brand, the retail environment and
the shopper.

THE INTEGER GROUP OVERVIEW

WE ARE A GLOBAL AGENCY
Founded in 1993, Integer employs over 1,000 marketing professionals.
Wholly owned by Omnicom Group (NYSE: OMC), Integer is affiliated with TBWA\, one of
the top ten U.S.-based agency networks made up of 258 full-service agencies in 77
countries around the world.
We have 5 full-service offices in the U.S. as well as 36 field offices across the country in
addition to offices around the world to service our clients
Pending markets are opening in 2011.

THE INTEGER GROUP OVERVIEW

DETAILED CAPABILITIES:
Insight & Strategy
Analytics
Brand Planning
Shopper Research
Shopper Marketing
Proprietary Shopper
Studies
Merchandising and Display
Point-of-Sale Solutions
Wayfinding
Aisle Reinvention
Promotions
Shopper Activation
Sweepstakes
Premiums and Incentives

Digital Marketing
Online Shopper
Promotions
Mobile Marketing and Apps
Branded Websites
Promotional Microsites
In-Store Interactive
Social Media and Blogs
Search Marketing
Online Architecture
Digital Production
Digitail®
Production
eGraphics Production
Services
Logistics and Fulfillment
Programming

A SAMPLE OF OUR CLIENTS:

Branded Experiences
Advertising
In-Store Design
Event Marketing and
Management
Retail Relationships
Channel Marketing
Field Marketing
Account-Specific Programs
Co-Op Management
Communications
Multicultural Marketing
Direct Response
Public Relations
Media Planning and Buying
Customer Relationship
Management

THE INTEGER GROUP OVERVIEW

RETAILER EXPERIENCE:
We have deep experience with all the major retailers. This includes customer
marketing AOR assignments for P&G (including Kroger, Dollar General, Kmart,
Safeway, Costco) and Kellogg’s (including Safeway and all West Central and
East grocery teams: Meijer, Publix, Food Lion, Giant Eagle, Wake Fern, Giant
Tops, Stop and Shop, Winn Dixie, Hyvee, Wegman's, Food City, United Grocers,
Harris Teeter, Stater Brothers). We also have experience in developing and
implementing account-specific programs for a range of our clients including
Bimbo Bakeries USA, Kellogg’s, Mattel, BlackBerry and Illinois Lottery.

THE INTEGER GROUP OVERVIEW

THOUGHT LEADERSHIP:

We have multiple proprietary resources that help us grow our Clients’ business.

Shopper Culture Blog
Global discussion about impact of
shopping culture on brand strategy at
www.shopperculture.com

The Checkout
A monthly publication powered by
The Integer Group and M/A/R/C
Research. The Checkout utilizes a
nationally representative monthly
survey of 1,200 U.S. adults to
provide an enhanced view of the
in-store experience. Topics range
from “Convenience is making a
comeback” to “The impact of the
economy on shopper behavior.”

OUR STRATEGIC APPROACH

EVERYTHING WE DO STARTS WITH INSIGHTS & STRATEGY

THREE-LENS MODEL™

We understand the objectives, obstacles and cultural relevance of the brand.
We understand the values, behaviors and cultural context of the shopper, with a
focus on purchase motivations and barriers.
And we understand the business goals, constraints and shopping context of the
retailer.
No shopper marketing or consumer promotions are worth their salt without
seeing a situation through all three lenses.
This is how
problems.

we attack business
OUR STRATEGIC APPROACH

THE SHOPPER CONTINUUM™
The traditional purchase funnel is quite limited as a marketing tool.
So we invented the Shopper Continuum.
It’s not just a better depiction of the cyclical nature of shopping.
It’s also an incredibly useful tool for diagnosing marketing issues, designing
marketing programs and measuring results.
Most shopper marketing agencies fail to integrate retail with the vital stages
before and after it. The Shopper Continuum ensures that there are no dead ends.

OUR STRATEGIC APPROACH

OUR CREATIVE APPROACH: DISRUPTION
Disruption is our framework for discovering ways to change the competitive
playing field in a brand’s favor.
It begins with diagnosing the conventions of today’s marketplace - the habits of
the category, company and shopper.
It then establishes a vision for the brand in which it gets a larger share of
the future.
And it ends with inventing disruptive ideas that offer the fastest way to deliver
step change and sustained competitive advantage.

CASE STUDY – AT&T HOLIDAY

Challenge:
Christmas fell during the worst economic downturn since the Great Depression.
Insight:

AT&T customers, like everyone else, felt bombarded with information and holiday
demands. With stress at its highest – complicated purchases like wireless
phones and accessories only added to the chaos of the season.
Solution:
Concentrate on the magic of the season. By focusing on the wonder and
excitement that devices add to people’s lives, we would give customers a simple
reason to skip the usual process, for the sake of achieving their goal: finding the
perfect gift. Delight. Every piece of the in-store execution allowed stressed-out
shoppers a moment to pause, and gave them a reason to smile. To ensure
consistent creative among all 32 different agencies working on AT&T, Integer
developed an asset management site for copy and images.
Results:
Despite the economic downturn, phones and accessories flew off the shelves.
Client considers this their best holiday retail performance in AT&T’s history.

CASE STUDY – DIAMOND FOODS FEED YOUR FINGERS

How do you join equities shared by three different brands? How do you bring
together brands that play in multiple aisles/categories in the store? And how do
you break through the clutter in-store within the competitive snack category
during key retail time periods (Fall, Holiday and Super Bowl)?
To accomplish this, we had to understand what is most relevant about Diamond
Foods to the shopper. To understand the values and cultural context in which the
shopper lives and shops at retail. Our insight came from Alice, a Food
Enthusiast. “I’m known as the ‘entertainer’ among my friends and neighbors. I
love to be surrounded by friends and I love to entertain…A new variety of finger
foods and more drinks than you think you’ll need will never steer you wrong.” We
layered this with our retail insight: store assortments are arranged by category,
not by snack, forcing shoppers to invest a lot of time finding and assembling
enough snack variety for everyone. And we had our idea: FEED YOUR
FINGERS. Finger food has a unique gravitational pull. Finger food makes us
come together – at parties, before dinners, watching sports, during movies and
especially during the holidays. Bringing brands together creates easy, inventive
finger foods for Alice – while multiplying Diamond Foods consumption in a single
snacking occasion.
The campaign consisted of a microsite – FeedYourFingers.com – offering easy
recipes and entertainment tips, online coupons, a sweepstakes with a grand
prize of $10,000 (Fall – Holiday) and tickets to the Big Game (Super Bowl). There
were email blasts to sweeps entrants, in-store promotional pieces featuring
recipes and encouraging entries, an FSI encouraging entries, PR targeting foodoriented online and print publications, and Feed Your Fingers-themed news
releases sent to newspapers and blogs.

CASE STUDY – DIAMOND FOODS FEED YOUR FINGERS

CASE STUDY – 7-ELEVEN ZYNGA

Challenge:

As the first c-store to bring the virtual world to the real world through a
partnership with social media based gaming company Zynga, we needed to
entice consumers (both existing and new) to try all the products only 7-Eleven
can offer.
Insight:
The 75-80 million people who play FarmVille, YoVille and Mafia Wars really
LOVE their games and want new ways to interact with them.
Solution:
We created a fully integrated national promotion that allows consumers to
physically touch their favorite games by delivering rewards in the real world with
product and in the virtual world with an online gift.
Results:
• Sales were up 3%
• 84% of ice cream prizes have been redeemed
• 80% of YoVille soda has been sold
• 59% of Super Big Gulp cups have sold
• 971,615 users have registered for the promotion

CASE STUDY – 7-ELEVEN SIMPSONS

Situation
The Simpsons Movie was launching with its infamous Kwik-E-Mart — an often
caustic spoof of 7-Eleven.
Insight

Humor is a powerful yet under-utilized way to connect to Millennial shoppers. So
we decided to poke fun at ourselves to let our shoppers in on the jokey fun.

Solution
As a part of Freshworks, we created a ‘never been done before’ convenience
store promotion, by transforming 12 of their stores into Simpsons Kwik-E-Marts
from the outside through the products, standees and staff inside.
Results
•Sales doubled during the promo period
•We sold one million Sprinklicious donuts
•Shopper lines went around the block to get inside
•The news media showed up and an estimated $250 million in PR was earned
•Received a Gold Lion in Cannes for Promotion of the Year

CASE STUDY – ILLINOIS LOTTERY

Challenge:
Despite new games and regular promotions, Illinois Lottery sales were not
growing – particularly with light and lapsed users in C-Stores. The Illinois lottery
needed a partner – not just one to help identify the problem, but one who could
offer a solution.
Insight:
Integer conducted store audits and shopper intercepts to understand both
shopper perception (of the Lottery) and in-store shopper behavior. It quickly

became clear: shoppers, particularly light and lapsed users, rarely if ever noticed
the lottery, particularly in-store
Solution:
Recommended a 20-store test to show how merchandising could be aligned,
both in-Store and out, to build upon the other. Integer redressed the test stores,
strategically placing merchandising and messaging in places where shoppers
were most receptive to consideration.
Results:
• May 4 – June 20, 2010 = Sales +15%
• Overall perception of the Lottery increased (pre/post intercepts)

CASE STUDY – ILLINOIS LOTTERY

CASE STUDY – IOWA LOTTERY HOLIDAY

Situation
December is the Iowa Lottery’s biggest sales month. Despite the economic downturn in
2008, the Iowa Lottery needed to ensure a boost in December sales in order to attain
year-end goals. With economic conditions reducing gift-giving budgets, it was especially
important to remind gift buyers that the Iowa Lottery offers fun, affordable gift options this
holiday season.
Insight
Create campaign to promote holiday-themed tickets and encourage consumers to look
to the Iowa Lottery for quick, easy, affordable and fun gifts this holiday season.
Solution
• Remind consumers that holiday-themed Iowa Lottery games are fun and easy gifts.
• Tie the overall joy of the season into gift-giving.
• Promote idea that fun new games are an easy, inexpensive answer to gift dilemmas.
• Remind consumers that tickets are readily available, so they’re easy to buy, even at
the last minute!
Results
• Evaluate success by measuring number of holiday scratch tickets sold during the
2008 Holiday season.
• Holiday Instant Scratch ticket total sales were the highest ever along with the net
profit.
• 82% of Holiday ticket inventory was sold.

CASE STUDY – COORS SILVER TICKET

Challenge:
The Silver Ticket promotion, initially designed to leverage Coors Light’s
partnership with the NFL at retail, needed to connect with shoppers on a more
local level.
Insight:
We found that of the 75 million NFL fans out there, approximately 95% have
never attended a regular season game, not even in their own hometown, for their
favorite team.
Solution:
Give shoppers a chance to win tickets to see their local teams play while creating
retail excitement in-store, making the experience customized to each local
market, on a retailer-by-retailer basis.
Results:
• Overall Coors Light volume is up 4.7% vs. a year ago
• Consumer entries are up 19%
• Grocery feature and display are up 3.6%
• Interactive traffic is up 36%

CASE STUDY – IOWA LOTTERY

Situation
The Iowa

Lottery needed to sell more tickets than Kansas early in the promotion in order to
increase the chance of an Iowa Lottery player winning the initial second-chance
drawing. The local story would create excitement and drive sales through the
extended second-chance drawing promotional period.
Insight
Players are looking for instant gratification and NEW scratch tickets that have lots
of top prizes remaining. Second-chance drawings are simply an “added value” to
this consumer. Midwest Millions could yield some really high profits – up to half a
million dollars!
Solution
Promote heavily at the beginning of the promotion in order to increase the odds
of an Iowa Lottery player winning the initial second-chance drawing. This
winner’s story would provide weight to the second half of this long promotional
period.
Results
Four weeks into the promotion, when advertising support ceased, the Iowa
Lottery was selling tickets at a rate of 4 to 1 when compared to the Kansas
Lottery ticket sales.

ENGAGING NEW CLIENTS

You’ll find that we thrive on challenges and run a tight ship. After hiring us, the
first thing we will do is work closely with you to clearly define a scope of work.
Next, we will identify the best team for your needs and will staff your business

with a passionate group of professionals who will bring an entrepreneurial
attitude backed by classical training to your marketing challenges. We always
tailor our teams’ size and skill set to each individual client’s needs and will work
with you to refine as necessary.
Then, we’ll roll up our sleeves, dig in deep and immerse ourselves in your
industry and your company. We want a relationship with both you and your
business. We are incredibly curious, and make it a priority to learn about your
business each day. From daily searches for competitive advertising/promotions,
to late-breaking news in our clients’ industries, to trends, we will demonstrate a
never-ending thirst to learn your business.
We also believe in a true and genuine partnership when it comes to integrating
with our clients, other agencies and vendor partners. We have a collaborative
spirit. Collaboration is paramount to the success of our Clients, so it is at the core
of how we operate. Besides, we like working with others, because success is a
team effort.

CONTACT US

THANK YOU!
Henley Coulter
Vice President
Director of Business Development
hcoulter@integer.com
214.758.6965
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PROPOSED FULL TIME AND SHARED STAFF: AN INTRODUCTION
As per the information requested within 3.2 Scope, Pollard Banknote has hereafter provided
a brief introduction and detailed resumés for each of the five individuals specifically noted
within the above‐referenced section of the RFP.
As required, Pollard Banknote will provide both dedicated and shared staff resources to
assist the Lottery in growing its instant game business if we’re named the Primary Vendor.
We appreciate the clarification that some positions are to be dedicated to New York, while
others can be corporate resources shared by more than one customer.
As noted, all travel costs by Pollard Banknote associated with the requirements outlined the
RFP will be borne by the company—with no travel costs being the responsibility of the
Lottery. As stipulated, and if selected as the Primary Vendor, we will pay for visits by two
Lottery staff—twice per year—to travel to the printing facility to review current printing
processes and meet with our personnel.
Additionally, at the beginning of the contract term and once each year, we will pay for two
Lottery staff members to visit any plant producing the Lottery’s tickets for a review of
security, internal controls, computer security, and a review of any drawings activity if
conducted anywhere other than the Lottery (including physical or virtual drawings).
Finally, if required, we affirm our willingness to provide qualitative web‐based or in‐person
focus groups to be conducted two times per year.
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1. PROJECT COORDINATOR: DIONE FARMER‐ANDERSON
Pollard Banknote has designated Dione Farmer‐Anderson, Account Executive, to serve as the
dedicated, full‐time Project Coordinator for the New York Lottery account.
While employed with another Vendor, Dione served the New York Lottery as an account
representative—so she will be a familiar face to many of the Lottery’s personnel. Without
question, therefore, she possesses sufficient knowledge of and experience in the industry to
immediately be an effective contributor to the New York Lottery account.
As required, Dione will be responsible for the following:
•
•

•

Coordination with printing and production facilities
Ongoing development and delivery of instant games, including but not limited to
prize structures, ticket designs, scheduling, inventory management, delivery issues,
and production issues
Working with senior Lottery staff, as needed, to evaluate products at retail and assist
in the development of product improvements or new products

Dione’s resumé is presented on the following page.
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DIONE FARMER‐ANDERSON
ACCOUNT EXECUTIVE
Dione Farmer‐Anderson brings over 20 years of experience in
customer service within the printing industry. As the dedicated,
full‐time Project Coordinator for the New York Lottery account,
Dione will work alongside Lori Denton to ensure that the
Lottery remains fully satisfied with Pollard Banknote’s
products and services.

Areas of Expertise
•
•
•

Sales and marketing
Management
Research and development

•
•
•

Customer relations
Strategy development
Market and product research

Employment History and Lottery Experience
Dione has enjoyed a varied career that has always centered on customer service. Prior to
joining Pollard Banknote in 2009, Dione worked for Scientific Games as a Customer Service
Manager, Account Executive Supervisor, and an Account Manager managing the day‐to‐day
responsibilities and game development for the company’s account with the New York
Lottery.
Dione’s past experience in the lottery industry has given her the opportunity to work on
hundreds of instant games targeted to a wide variety of player segments in countries around
the world.
Dione also has over 20 years of experience working in the Flexographic print industry and
over six years’ experience in the paper industry.

Responsibilities
•
•
•
•
•
•

Ongoing development and delivery of instant games
Development of draft game concepts and artwork for review
Development of final artwork for client approval
Preparation and approval of working papers
Prize structure development
Working with senior Lottery staff, as needed, to evaluate products at retail and assist
in the development of product improvements or new products

RFP No.: C110001

Project Management and Staffing

187

Project Management and Staffing…

2. RETAILER DEVELOPMENT SPECIALIST: GREG HOELK
If awarded Primary Vendor contract, Pollard Banknote will provide a dedicated, full‐time
Retailer Development Specialist in the person of Greg Hoelk.
As required, Greg brings with him at least five years (in his case, over 20 years) of instant
ticket experience in the lottery industry. Upon the award of Primary Vendor to Pollard
Banknote, Greg will reside in New York State.
We appreciate the clarification that Greg will be assigned to work with underperforming or
such other retailer groups as defined by the Lottery.
As his resumé illustrates, Greg comes ready to serve the Lottery with proven methods and
experience that will significantly improve the sales, customer service, and player experience
elicited from individual retailers.
As noted earlier within this component of our response, Greg will work alongside the five
(5) other members of our proposed Retailer Development Team to maximize retailer‐related
opportunities statewide. He will also work with our partner, The Integer Group, to
coordinate retailer development efforts.
Recall that additional information concerning Greg, our Retailer Development Team, and The
Integer Group can be found within our response to 4.6 Research and Product
Development. See especially the components entitled Innovative Promotions to
Accompany Product Plan and Retail Network Development Strategy.
Greg’s resumé is presented on the following pages.
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GREG HOELK
RETAIL DEVELOPMENT SPECIALIST
Greg Hoelk boasts over two decades of experience with instant
tickets, both on the Lottery side and the Vendor side. His
comprehensive knowledge of the industry, his combination of
people/customer relations skills and number skills, and his
stellar track record in creating customized sales strategies
make Greg an ideal choice to work with New York’s ticket
retailers.

Areas of Expertise
•
•
•
•
•

Retailer recruitment and training
Management
Research and sales analysis
Marketing and promotional strategy
development strategies
Sales training

•
•
•
•

Customer relations
Communications planning
Sales and marketing
Market analysis

•

Point‐of‐sale (POS) material
development

Employment History and Lottery Experience
Greg spent a decade with the Indiana State Lottery and Texas Lottery Commission, and
another decade as Regional Vice President of Sales at Scientific Games, before joining Pollard
Banknote in 2010. He oversaw the entire retailer recruitment process for the Tennessee
Lottery when it started up in 2003‐2004.
In the course of his time as Director of Sales (and subsequently Director of Corporate
Affairs) at the Indiana State Lottery, Greg was responsible for developing promotional point
of sale material, and for developing and delivering sales training seminars, substantially
improving sales presentations. As Director of Sales and Assistant Marketing Director at the
Texas Lottery Commission, Greg executed key sales and promotional programs with the
Lottery’s major retailer chains, including Southland Corporation, Diamond Shamrock, Circle
K, and HEB. He also designed communications programs for the Texas Lottery as well as its
17,000 retailers.
Bringing that experience to the private sector in 1999, Greg served as a General Manager
with Scientific Games, handling their Nebraska Lottery account by analyzing market trends
and planning based on these analyses; most notably, he realigned the direct sales force to
provide more constant account coverage and to create truly statewide distribution. On the
strength of his excellent performance, Greg soon became Regional Vice‐President, Sales, a
position he more than justified by overseeing 14% per year sales revenue growth for over
seven years, expanding sales through relationship‐building.
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Greg oversaw the recruitment and training of lottery retailers in Tennessee as part of the
founding of the Tennessee Lottery. In 2008, he also developed a sales training program for
retail staff of the Chinese Welfare Lottery, along with the Chinese Sports Lottery, in Beijing.
Joining Pollard Banknote in 2010, Greg has already made excellent use of his considerable
talents and wealth of knowledge, identifying nine potential large retailers in New York in a
two‐day trip there in March 2011 (see 4.6 Research and Product Development).
Greg holds a B.A. in Business Management from Arizona State University.

Responsibilities
•
•
•
•
•
•
•
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Visit non‐vending retailers to identify potential distribution channels
Coordinate with Market Research team
Analyze data to identify potential retailers to recruit, strategize their recruitment,
and plan training programs for them
Create custom strategies to improve sales at underperforming retailers
Develop plans to improve customer experience at retail
Develop plans on maintaining, assessing, and rewarding retailers through campaigns
such as mystery shoppers, retailer incentive tickets, etc.
Assist existing retailers to grow lottery sales
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3. SENIOR ACCOUNT MANAGER: LORI DENTON
Pollard Banknote has assigned Lori Denton, Senior Marketing Manager (U.S.), to serve as the
Senior Account Manager for the New York Lottery account.
Lori is ready to devote the requisite time to Lottery activity—including making herself
available a minimum of once a month for on‐site strategy planning sessions,
As required, Lori will be responsible for the following:
•
•
•
•

Senior‐level coordination between Pollard Banknote and Lottery management
Instant game sales and marketing development and initiatives
Resolving critical scheduling/shipment issues
Following through on security and validation file issues

Lori’s resumé is presented on the following pages.
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LORI ERICKA DENTON
SENIOR MARKETING MANAGER (U.S.)
As Senior Marketing Manager (U.S.), Lori offers over 10 years of
experience in the gaming industry. Her knowledge of the
industry and intimate understanding of our company’s
capabilities will make her a highly effective representative to
the New York Lottery.

Accomplishments and Achievements
•
•
•

•

•
•
•
•
•

Led Pollard Banknote’s account team on‐site at the Maryland Lottery since awarded
the primary account in 2006
Fine‐tuned the instant product offering for the Maryland Lottery, resulting in a 22%
increase in sales over the first two years of the contract
Developed and helped to launch some of the Maryland Lottery’s most successful
campaigns, including Set for Life, Dubble Bubble, Keith Kimberlin’s Hugs & Kisses, and
Ravens Cash Fantasy I & II
Increased the Maryland Lottery’s $10‐ticket sales 20% by changing print runs, by
tailoring prize distributions for the $10 price point, and by strategically launching
themed tickets
Realigned the Maryland Lottery’s $20 game strategy, resulting in a 10% increase in
the past year
Increased extended play sales at the Maryland Lottery by 38%
Introduced a line of hugely successful crossover games (instant games that offer
online plays) to help grow both the instant and online products.
Regular speaker at NASPL and La Fleur’s conferences on instant tickets
Frequently analyzes clients’ sales in order to capitalize on trends

Areas of Expertise
•
•
•
•
•
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Sales and marketing
Management
Research and sales analysis
Merchandising and retail
development strategies
Project management
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•
•
•
•

Customer relations
Strategy development
Game development
Graphic design
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Employment History and Lottery Experience
After a diverse work history including advertising, television production, and web design,
Lori settled into a career in gaming with the Maryland Lottery in 2003. She started working
with the Lottery as a Marketing Coordinator and quickly rose to Online Product Manager. As
such, she led the launch of the Maryland Lottery’s successful monitor game—Racetrax—
which today accounts for 9% of the Lottery’s online sales. She also developed several new
promotions to bring attention to the online product.
Looking to expand her gaming horizons, Lori took a job with Bally Technologies in 2005. As
the International Operations Manager, she worked behind the scenes to get gaming
machines into the marketplace.
Lori led the charge to break into the South African market, which required an in‐depth
understanding of the unique political climate and testing requirements for that jurisdiction.
She also worked with the Game Development team to develop jurisdiction‐specific games
and machines not only for South Africa, but also for Macau and for several European
markets.
An East Coast girl at heart, Lori quickly accepted the position of Senior Marketing Manager
(U.S.) with Pollard Banknote to manage the on‐site account team at the Maryland Lottery in
2006. She currently manages several lottery accounts on behalf of Pollard Banknote,
including Maryland, Georgia, Ohio, Virginia, District of Columbia, and North Carolina.
Should we be awarded the New York Lottery contract, Lori’s responsibilities with these
clients will be examined and reassigned (as required) so the needs of the New York Lottery
can be met with the highest degree of responsiveness from our company.
Lori holds a B.A. in Economics and Anthropology from the St. Mary’s College of Maryland.

Responsibilities
•
•
•
•
•
•

Provide instant game strategies, including quarterly and/or annual plans and sales
analysis, recommendations for specific category management, and new game ideas
Development of instant ticket marketing plans and consulting on quantities and
price points, as well as scheduling introduction dates
Advise the Lottery on the latest instant ticket printing innovations
Review and present to the Lottery on a regular basis industry trends, sales, and
products for consideration
Provide assistance in developing or executing promotional programs as needed to
drive sales
Ensure that the Lottery’s instant ticket needs are met for each game within its
marketing strategy
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•
•
•
•
•

•
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Supervise the development of draft game concepts and artwork for review and
discussion by the rest of the Marketing team and the Lottery
Supervise development of final artwork for approval by the Lottery
Ensure the timely preparation and approval of working papers
Ensure delivery of product according to specifications of our clients
Attend industry trade shows and conferences for the purpose of learning about
industry trends and maintaining relationships and reporting back to the Lottery on
knowledge gained
Attend industry trade shows and conferences for the purpose of learning about
industry trends and maintaining relationships

Project Management and Staffing
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4. ART DIRECTOR: PIERRE LAVOIE
Pollard Banknote has designated Pierre Lavoie, Senior Graphic Artist, to serve as the Art
Director for the New York Lottery account.
As his accompanying resumé indicates, Pierre—a 20‐year veteran of Pollard Banknote—is
certainly no stranger to preparing ticket art for the New York Lottery. Indeed, his artistic
skills were previously showcased on such memorable New York Lottery games as King Kong
and various Bingo and Crossword offerings.
Pierre is more than ready to serve the Lottery in this expanded role to develop current
concepts and regularly work on future concept development. As well, he is most anxious to
work collaboratively with the Lottery’s own graphic artists involved in game development.
Pierre’s resumé is presented on the following pages.
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PIERRE JOSEPH LAVOIE
SENIOR GRAPHIC ARTIST
As a Senior Graphic Artist, Pierre offers 20 years of experience
in lottery ticket design. His vision, initiative, and extensive
history collaborating with the New York Lottery and with other
clients combine to make him ideally suited to represent Pollard
Banknote as the Art Director assigned to the Lottery.

Accomplishments and Achievements
•

•

•

•
•

•

Created some of Pollard Banknote’s most popular and profitable ticket designs,
including Aces High and the Royal Flush series (Joker’s Wild, Ace of Diamonds, King of
Clubs, Queen of Hearts, Jack of Spades).
Was lead creative artist for our primary contract with the New York Lottery (from
FY 2002 to FY 2006) and worked closely with their creative team to develop winning
ticket designs.
Worked in coordination with the creative teams behind popular movies to create tie‐
in lottery tickets for the Taiwan Lottery’s Lord of the Rings (2003) and most notably
the New York Lottery’s King Kong (2005)—as well as Bingo and Cashword tickets.
Assisted in the development of new Pollard products, such as Laminated Games,
Pollard Playbooks, and Scratch FX ® .
Applied creative skills to a wide variety of projects, including ticket design,
promotional material, booth displays, signage, vending machines, licensed products,
and advertising.
Has accompanied Pollard Banknote’s Marketing and Administrative teams to
conventions and presentations in Paris, Halifax, and Schenectady, New York.

Areas of Expertise
•
•
•
•
•
•
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Graphic design
• Creative art
Supervision
• Typography
Training/teaching
Proficient in a wide array of traditional and computer illustration techniques
Extensive knowledge of Pollard production and printing methods
Extensive knowledge and proficiency in the Adobe Creative Suite (Illustrator,
Photoshop, and InDesign)
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Employment History and Lottery Experience
Pierre received a Bachelor of Arts degree from Saint‐Boniface College and graduated with
honors from Red River College‘s Graphic Design program. In 1990, he worked as an assistant
designer at the Manitoba Museum, assisting in the development of exhibits and displays as
well as educational programs. He later returned to Red River to teach graphic design
software and a variety of related courses, including desktop publishing and typography. At
the request of the Continuing Education office at Red River College, Pierre was entrusted
with creating a five‐week “Basics in Mac” course developed specifically to serve as a
prerequisite for all their graphic design computer software courses. It included a thorough
study of the Mac OSX platform as well as workshops in the latest versions of Photoshop,
Illustrator, and InDesign.
Pierre joined Pollard Banknote in 1991, preparing and illustrating designs for our lottery
customers around the world. His designs and illustrations can be found on a wide array of
domestic and international lottery tickets. His tenure at Pollard Banknote has witnessed the
growth of the art department from the first in‐house artist (Pierre) to the current team of 13
designers.
He then served as creative department lead hand until 2001. He was responsible for
supervising and developing the creative and production skills of Pollard’s team of graphic
artists. He provided a creative consulting service to Pollard Banknote’s Marketing
department and its clients. Pierre also assisted management with company tours, employee
orientations, and the development of new products.
Most recently, Pierre has achieved prominence on the gallery exhibition stage. His solo
exhibition of large‐scale renderings of local historical landmarks, Témoins: Images du vieux
SaintBoniface, showed with much acclaim at the Franco‐Manitoban Cultural Centre in
Winnipeg in February‐March 2011.

Responsibilities
•
•
•
•

Creation of instant ticket designs
Consultation service to marketing and clients
Development of themes and new games
Work closely with the technical members of our Pre‐press department
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5. RESEARCH SPECIALIST: DARREN PERCHE
Pollard Banknote has designated Darren Perche, Manager, Market Research, to serve as the
Research Specialist for the New York Lottery account.
Darren is an active member of the Market Research and Intelligence Association (MRIA) and
has been designated a Certified Market Research Professional (CMRP) by that highly
respected entity.
Darren is ready to work together with New York Lottery Research and Development staff on
projects involving historical New York Lottery sales data in an effort to assist in identifying
changes in sales patterns, demographics, retail environment trends, delivery methods and
display, and player attitudes.
As required, Darren will also work with the Lottery to examine individual game sales results
in order to identify elements that may improve both sales and profits.
Furthermore, Darren will present effective sales tools he has identified through global and
domestic research on a regular basis (i.e., not less than annually).
And finally, the Evaluation Committee can rest assured that Darren will be actively involved
in recommending new strategies using game data from New York and other jurisdictions to
improve sales.
As the next subsection entitled II. Lori Denton: On Call in New York illustrates, Darren will
call upon several members of his team to assist him with his New York‐related
responsibilities. These individuals include the following:
•
•
•

Jennifer Gray (Assistant, Market Research)
Kevin Kilbrei (Market Research Specialist)
Dale Vencatasamy (Market Research Specialist)

Darren’s resumé is presented on the following pages.
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DARREN MICHAEL PERCHE
MANAGER, MARKET RESEARCH
Darren Perche, a Certified Marketing Research Professional and
a member of the Marketing Research and Intelligence
Association, joined Pollard Banknote in 2005 with advanced
market research skills applicable to the lottery industry. As
Manager, Market Research, he leads Pollard Banknote’s market
research programs conducted for lotteries around the world.

Accomplishments and Achievements
•
•
•

•

•

Conducted hundreds of market research projects for many of Pollard Banknote’s 50+
Lottery clients worldwide
Played an instrumental role in helping Pollard Banknote’s primary clients strengthen
instant ticket sales
Created our industry‐wide Sales Database that tracks the sales information and
attributes of over 11,000 tickets for data‐mining purposes and for sales forecasting
(using statistical software to help maximize Lottery sales)
Conducted online surveys for many world‐class lotteries, including Massachusetts,
New Jersey, and Maryland, to gain a stronger understanding of instant ticket players,
gauge their perceptions of the Lottery, and identify their perceptions and levels of
interest in playing proposed game concepts
Helped lotteries strengthen their retailer network by geographic analysis to assist in
retailer expansion and retailer field studies to identify opportunities to strengthen
same‐store sales

Areas of Expertise
•
•
•
•

Lottery best practices and trends
Strengthening same‐store sales
Market research and analysis
Sales forecasting

•
•
•
•

Web‐based surveys
Expanding retailer networks
Data‐mining
Statistical models

Employment History and Lottery Experience
Prior to joining Pollard Banknote, Darren held positions with the Faneuil Group as a
Business Intelligence Analyst and with Ipsos Reid as a Data Analyst. In these positions,
Darren conducted surveys, secondary research, statistical analysis, modeling, and report‐
generation for customers such as the major Canadian telecommunications providers Telus,
Bell, Rogers, and many others.
With Pollard Banknote, Darren has conducted online surveys for many U.S. lottery
jurisdictions to help lotteries better understand their players, and to determine which types
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of instant tickets would have the greatest success in each jurisdiction. He is an expert at
analyzing lottery strategies using secondary data and comparing to best practices. He is also
experienced in strengthening Lottery retailer networks, by conducting retailer surveys to
determine strategies that will strengthen same‐store sales and conducting geographic
analysis on lottery retailer networks to identify areas of opportunity for retailer expansion.
Darren graduated among the top of his class with a Bachelor of Science degree (Honors) in
Statistics, minoring in Economics and Actuary, from the University of Manitoba in 2002. His
background in statistics also includes courses in survey design and analysis, and advanced
training in Microsoft Excel. Darren has also consulted in statistics, a role in which he
designed experiments, analyzed complex data using statistical procedures, and presented
the resultant designs/analysis to the customer.
Darren regularly attends market research meetings, conferences, and training sessions to
stay on top of current best practices and industry trends.

Responsibilities
•
•

•
•
•
•
•
•
•
•
•
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Analyze lottery strategies using secondary data and compare to best practices;
create presentations based on findings
Conduct online surveys for lotteries, including ticket‐testing and attitudinal surveys;
involved in all stages of surveys from start to finish, including working with clients
to determine goals/survey objectives, developing and programming questionnaire,
fielding, analyzing results, and preparing reports
Ensure results of analysis allow for better business decision‐making to ultimately
drive sales growth
Conduct a thorough review of a lottery's situation using primary and secondary
research to develop an optimal marketing plan
Data‐mine Pollard Banknote’s industry‐wide Sales Database using statistical
software to identify strengths and areas of opportunities for specific lottery markets
Conduct geographic analysis on lottery retailer networks to identify areas of greatest
opportunity for retailer expansion
Develop lists of potential retailers and provide to retail developers who visit
retailers and assess their suitability for selling Lottery products
Manage in‐person retailer surveys to determine strategies that will strengthen same‐
store sales
Work with data from a variety of internal and external sources to gain insights
applicable in helping the Lottery reach its sales and marketing objectives
Analyze game sales to understand what games/themes/play formats are above‐
average performers
Profile instant tickets to understand customer interests via their demographic and
geographic attributes
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•
•
•
•

Provide insight into the optimal number of launches for each price point and theme
for specific lottery markets
Development of programs and statistical models to forecast sales
Work closely and maintain relationships with market research suppliers
Make recommendations and predictions based on current and historical market
trends
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II. LORI DENTON AND COMPANY: ON CALL IN NEW YORK
As noted previously within I. Full Time and Shared Staff Assigned to New York, Pollard
Banknote has assigned Lori Denton, Senior Marketing Manager (U.S.) to serve in the role of
our key marketing representative to the New York Lottery. Whenever required, Lori will act
as the sole point of contact between the Lottery and our organization. It’s no accident, we
think, that our time‐tested “one point of contact” approach and the Lottery’s preferred
operating style are so closely aligned. It’s just one more indication that Pollard Banknote
understands to our very core just what kind of Vendor representation best serves the New
York Lottery’s interests.
The bottom line: Lori’s is the only number the Lottery needs to call when any concerns
or questions arise.
Lori will ensure a smooth relationship between Pollard
Banknote and the Lottery. Lori will take final responsibility for
the successful processing of working papers, schedules,
production, data review, game specification coordination, game
design coordination, concept design and delivery, analysis of
instant game strategies, and services associated with loading of
validation/inventory files and game deliveries to the Lottery’s
designated warehouse. Furthermore, Lori’s multi‐year history
at Pollard Banknote makes her eminently qualified in the
requisite areas of expertise noted in the RFP document.

Our growth in customer
base—from a single
Lottery in 1985 to over
50 today—can be
credited to our superb
customer service,
exemplified by our “one
point of contact”
approach.

As the Evaluation Committee will no doubt recall from our
introductory remarks to I. Full Time and Shared Staff
Assigned to New York, Dione Farmer‐Anderson, Account Executive, will also be at the
Lottery’s service in a subordinate capacity to Lori. To be clear: Dione serves as Lori’s
lieutenant when it comes to all things New York. Together, Lori and Dione are ready to
accept any and every challenge the New York Lottery might pose.

To this end, below we’ve included some additional remarks which speak to how Lori and
Dione will work together to best serve the Lottery’s interests.

LORI DENTON AND DIONE FARMER‐ANDERSON: ATTENTION ON DECK
Whether acting directly, marshaling Pollard Banknote’s internal capabilities, or coordinating
the involvement of external partners with complementary expertise to our own, Lori and
Dione will be the focal point to keep every task organized and to ensure clarity and
consistency of communication for Lottery personnel.
Don Sawatzky, Vice President, Sales & Marketing, will be available to Lori, Dione, and any
and all New York Lottery staff. Don serves on Pollard Banknote’s Executive Committee and
reports directly to Gordon Pollard, Co‐Chief Executive Officer and Pollard Banknote
principal. In short, Don is a direct link between the Lottery’s needs and the highest level of
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authority within our company. And because Lori has regular communication with Don, the
Lottery can be assured that all of their concerns will be expeditiously conveyed to the
owners and executives of Pollard Banknote.

STRATEGY AND TACTICS: LORI’S SPECIALTY
Lori’s knowledge of Pollard Banknote’s production capabilities and workflow is extensive. It
is among the reasons that the Lottery can expect to receive its products from us according to
schedule and according to expectations. She takes great pride in the critical, if unglamorous,
spadework necessary to get game production going on the right track and staying on course;
there’s no need for the Lottery to “sweat the small stuff.” As Lori says it, she’ll put in the
work to make the Lottery’s job easier.
But Lori’s skill set goes far beyond service‐oriented aspects. She plays an active role in “big
picture” planning whenever possible and will be a valuable resource to the Lottery in this
respect throughout the contract term. She is always willing to bring forward options, ideas,
and out‐of‐the‐ordinary thinking to increase sales.
Since Lori’s seasoned experience extends to the development of marketing strategies for
instant games, she will work hard to compound the New York Lottery’s successes via her
ability to:
•

Analyze sales of games for the Lottery to understand what games/themes/play
formats perform particularly well

•

Analyze sales of games for other lotteries and assess whether or not any of the
games performing above average are applicable to the Lottery’s market

•

Consider the typical number of launches for each price point and assess whether or
not changes should be made to the frequency/timing of these launches by analyzing
the Lottery's sales, as well as the launch strategies of other lotteries (e.g., the top‐10
lotteries in the U.S., based on instant game per capita sales)

•

Consider the various market segments of the Lottery to ensure games targeted to
each segment are available in a desirable frequency (games targeted at each market
segment should be available at all times)

•

Evaluate research results (whether primary or secondary) available from the
Lottery’s market and factor these results into the recommendations

•

Ensure all of the popular game themes (e.g., 7s, $50s, numbers, gaming) are
effectively represented, and that the launch dates are distributed in a logical way
throughout the year
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•

Evaluate any of Pollard Banknote’s innovations (e.g., licensed games or other
proprietary products) to see if they make sense for that market in the specified time
period

In conducting these activities, Lori will tap into our own in‐house market research
capabilities, all of which will be made available to the New York Lottery throughout the term
of the contract.
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POLLARD BANKNOTE’S IN‐HOUSE MARKET RESEARCH DEPARTMENT
“It is a capital mistake to theorize before one has data. Insensibly
one begins to twist facts to suit theories, instead of theories to suit
facts.”
— Sir Arthur Conan Doyle, creator of Sherlock Holmes

The ultimate purpose of market research is to provide knowledge to allow for better
business decisions. Better business decisions result in higher sales. Market research can
provide a wealth of knowledge about prospective and existing customers, the competition,
and the industry in general. As well, it allows businesses to determine the feasibility of an
initiative prior to allocating substantial resources toward it.
Pollard Banknote boasts a Market Research team that works in conjunction with our
Marketing department to offer our clients unrivalled instant ticket sales results. We can also
partner with the foremost market research specialists in the lottery industry to deliver the
most accurate and understandable market knowledge possible.
Our track record offers unequivocal evidence of our unmatched ability to act upon market
intelligence to help lotteries fulfill their mandate of maximizing revenues for state‐
sanctioned social programs—particularly when we serve as Primary Vendor.

This seal represents Pollard Banknote’s commitment to integrity, excellence, and upholding
the research industry’s best practices.
As a corporate member of the Marketing Research and
Intelligence Association (MRIA), Pollard Banknote adheres
to MRIA’s world‐class professional standards for excellence
in market research, including:
• Code of Conduct and Good Practice
• Research Registration System
• Charter of Respondent Rights
MRIA is a not‐for‐profit association representing all aspects of the market intelligence and
survey research industry, including social research, competitive intelligence, data mining,
insight, and knowledge management.
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OUR MARKET RESEARCH TEAM
Leading Pollard Banknote’s market research programs
conducted for lotteries around the world is Mr. Darren Perche.
Given the importance of the New York Lottery contract to us,
and as noted previously in I. Full Time and Shared Staff
Assigned to New York, we have named Darren to the short list
of five key staff who will work most closely with the Lottery.

Darren Perche, Manager, Market
Research

Darren Perche is an active member of the Marketing Research
and Intelligence Association (MRIA) and obtained his Certified
Marketing Research Professional (CMRP) designation in 2011
after successfully passing the Comprehensive Marketing
Research Exam.

The MRIA’s CMRP
designation is held by an
elite group of market
research experts. It
signifies:
• A high level of knowledge
and capability in
marketing research theory
and practice
• Adherence to rigorous
ethical standards
• A broad competency and
mastery of theoretical and
practical knowledge

This achievement confirmed his thorough knowledge and
application of skills in the following: Professional Practice,
Marketing Research Design, Statistical Methods for
Marketing Research, Questionnaire Design, Qualitative
Marketing Research, Market Intelligence and Competitive
Intelligence, and Marketing Management. This designation
ensures that the New York Lottery will receive the best
market research advice and services, conducted to the
highest level of professional standards.
As noted within his resumé presented earlier within this
section. Darren coordinates all facets of market research
conducted for our clients, both internally and with third‐
party market research providers. Beyond state‐of‐the‐state
performance reviews, Darren’s involvement in Pollard
Banknote’s market research exercises includes project
design, survey design, and data analysis.

• A commitment to
continuous professional
development
Darren’s CMRP designation
ensures Pollard Banknote’s
clients will receive the best
market research advice and
services, conducted to the
highest level of professional
and ethical standards.

206

Project Management and Staffing

RFP No.: C110001

Project Management and Staffing…
But Darren will not act alone in his efforts to maximize research‐related results for the New
York Lottery. Darren will be ably assisted by a core group of highly talented individuals who
will all work under his direct supervision to bring the most effective and consequential
market research initiatives to the Lottery’s attention.
In sum, the primary research members involved with Pollard Banknote’s in‐house market
research services are listed in the table presented below.
POLLARD BANKNOTE’S MARKET RESEARCH TEAM
NAME

TITLE

RESPONSIBILITY

Darren Perche

Manager, Market Research

Coordinates and provides all
components of primary and
secondary market research studies,
conducts data analysis, and proposes
actionable recommendations

Jennifer Gray

Assistant, Market Research

Collects and analyzes lottery sales
data, monitors lottery industry
trends, creates sales reports

Kevin Kilbrei

Dale Vencatasamy
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Marketing Specialist

Reviews market research analysis for
improvements to lottery strategies
according to industry best practices;
instrumental in marketing plan
development

Marketing Specialist

Performs demographic trending,
population analysis, and purchasing
habit analytics; facilitates focus
groups
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MARKET RESEARCH: POLLARD BANKNOTE’S METHODOLOGY
Primary Research
If a project requires market data that isn’t currently available, defining and implementing a
customized research plan to acquire original data (primary research) may be required.
Whether working alone or collaborating with equally qualified external partners, Pollard
Banknote is always ready to lead these efforts.
Examples of some primary research projects we’ve orchestrated in the past can be found
within out response to 4.6 Research and Product Development (see Market Research
Support for the New York Lottery).

Secondary Research
Pollard Banknote’s focus as it pertains to secondary research will be to keep the New York
Lottery aware of trends in the industry and provide regularly scheduled reviews of the
Lottery’s game development strategies in operation.
The table presented the following page details the array of secondary research initiatives
Pollard Banknote can spearhead on the Lottery’s behalf (accompanied by a short summary
of the project):
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PROJECT NAME
Instant Game Sales Analysis
Instant Ticket Themes and Play Styles
Analysis
Effects of Ticket Attributes
Sales Forecasting

Second Chance Drawing Profile

Retail Store Location Analysis

Optimize Product Plan for Fiscal Year

Instant Game Trends
Industry Best Practices
Pollard Banknote Top‐selling Games

Marketing Strategy Comparison of U.S.,
Canada, and Europe

Identify Cause of Low Sales Performance

RFP No.: C110001
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Provide monthly sales reports that include
weekly sales of all instant games. This analysis
includes weekly indexes and themes.
Analyze which themes/play styles have
performed higher or lower than average at each
price point.
Identify which ticket attributes are more likely
to produce high‐performing tickets.
Use historical sales information to forecast sales
of individual games as well as total sales for the
fiscal year.
Profile the geographic information of lottery
players who have entered into Pollard
Banknote‐managed second chance drawings.
Identify which geographic location, store type,
and store names perform significantly
higher/lower in instant sales, and provide
suggestions for locations of new stores.
Determine optimal number of launches, tickets,
price points, and themes by analyzing historical
sales, patterns, seasonality, and trends.
Create presentations showing current industry
trends such as the success of high priced tickets
and what the future holds for these games.
Compare the Lottery’s strategies against top‐10
lotteries in sales per capita.
Create a list of all top‐selling games for each
lottery by price point to identify which games
would be beneficial for other lotteries.
Compare marketing strategies of lotteries
worldwide on topics such as number of launches
per year, revenue from staple products, life
cycles by game, average top prizes, ticket sizes,
success of high priced games, current trends,
and percentage of launches by price point, etc.
Determine cause of a game’s poor sales
performance and provide solution to Lottery.
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Pollard Banknote’s Industry‐wide Sales Database
Pollard Banknote is dedicated to providing our clients with the best products available. To
assist us with this task, we’ve created a database featuring hundreds of thousands of weeks
of sales data for over 11,000 games from 33 jurisdictions worldwide printed by Pollard
Banknote and other Vendors.
These tickets have been recorded according to game type (e.g., Bingo, Crossword, holiday,
licensed, theme, play style, top prize) and have a 10‐ and 20‐week sales index. Using
advanced statistical software (SPSS), our Market Research team analyzes this database to
determine what types of tickets are most successful in various jurisdictions—and what
trends are emerging throughout the industry.
Armed with this extensive instant ticket sales information, we’re ready to share this
powerful database with the New York Lottery to assist in enhancing its game development
and management decisions.

THE POWER OF PARTNERSHIPS
While Pollard Banknote’s in‐house Market Research
department is eminently capable of extracting useful
market information via its own expertise in gathering
and assessing primary and secondary data, we
sometimes find value in collaborating with experts who
specialize in specific areas of market research and
analysis.
That’s why Pollard Banknote has developed strategic
partnerships with several industry experts to offer an
even more complete range of market research services to
our valued clients, if called upon to do so. These experts
include Research Now, Ipsos Reid (Lottery and Gaming
Division), and Environics Analytics, among others.
As experts in their disciplines with a working knowledge
of the lottery industry, Pollard Banknote’s partners can
help our valued clients achieve their aggressive sales
growth targets.
In addition to the market research partners identified above, Pollard Banknote may elect to
work with other similarly suitable companies in conducting any research‐related projects
the New York Lottery requires.
Please note: projects employing these and other external partners may come at an additional
cost to the Lottery.
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POLLARD BANKNOTE’S COMMITMENT TO THE NEW YORK LOTTERY
Pollard Banknote’s in‐house researchers are constantly mining reams of primary and
secondary data, striving to package it in a novel way that best helps us develop actionable
recommendations concerning our clients’ instant game lineups (e.g., Bingo and Crossword
trend‐line analysis, and price point analysis).
Ultimately, our Market Research team understands the vital importance of employing timely,
comprehensive market research assistance and is prepared to work very closely with the
New York Lottery in its pursuit of record‐setting sales.
To accomplish this objective, we’ve developed a strong market research plan for the Lottery
that incorporates a range of primary and secondary research studies and related analytics.
Darren Perche, Manager, Market Research, stands ready to spearhead our team’s effort to
create, manage, and deliver our recommendations.
The table on the following page offers a snapshot of the state‐of‐the‐art market research
Pollard Banknote will provide to the New York Lottery as its Primary Vendor.
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MARKETING RESEARCH SUPPORT

BRIEF DESCRIPTION

1) Secondary Research

Our focus will be to keep the New York Lottery aware of
trends in the industry and provide regularly scheduled
reviews of the Lottery’s game development strategies.
Studies include: New York Lottery Reviews, Performance
Reports, U.S. Lottery Strategies, Types of Games Offered
Among U.S. Lotteries, Top‐selling Games, and more.

2) Geographic Retailer Analysis

To assist the Lottery in retailer expansion, Pollard
Banknote will identify areas and store types of greatest
opportunity. A list will then be developed of potential
retailers and provided to the Retailer Development
Specialist, who will visit these retailers and assess their
suitability for selling Lottery products.

3) Retailer Channel Surveys

Pollard Banknote will conduct additional retailer surveys
to conduct interviews with retailers, evaluate displays
and merchandising strategies to identify opportunities to
strengthen same store sales. The results of these studies
will be used by our designated Retail Development
Specialist, Greg Hoelk, to improve retail operations.

4) Quantitative WebBased Instant
Game Research / Ticket Concept
Testing

Pollard Banknote will conduct at least two web‐based
instant game research studies each year, with a sample
size between 500 and 1,000 respondents. These studies
can identify key purchase drivers as well as provide a
detailed analysis of how the perception and use of the
Lottery is continuously changing with time. These studies
will also be used to conduct online ticket concept testing,
which will play an instrumental role in ensuring the
Lottery offers an optimal game mix by:
•

•
•

Determining which game concepts have the best
likelihood of being a strong seller once launched
in the market
Minimizing the risk of offering a game that will
not sell well in the market
Allowing insightful information to be captured
such as overall comments on each ticket and
preferences among ticket callouts

For more specific information on Pollard Banknote’s detailed market research strategy for
the New York Lottery, please review our response to 4.6 Research and Product
Development (see New YorkSpecific Market Research Strategy).
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POLLARD PERFORMER FOR NEW JERSEY: $3 CATEGORY MANAGEMENT
With Pollard Banknote serving at its side, the New
Jersey Lottery has successfully managed to carve
out a niche market that has often gone overlooked
by other North American jurisdictions.
Nestled amongst the ‘introductory” price points of
$1 and $2 and the somewhat more intimidating $5,
$10, and $20 price points, the Lottery has elected
to place much‐warranted concentration on its $3
category. Offering a compelling option between
price points that could be perceived as either too
low or too high, the Lottery’s $3 products have
proven to be a warmly welcomed addition to its
overall pricing strategy.
The following Pollard Performer narrative takes a
look at the Lottery’s industry‐leading success with
this price point. Ultimately, it’s a terrific testament
to what can happen when experts from both sides
of the fence—the Lottery’s representatives and
Pollard Banknote’s seasoned marketing and market research personnel—collaborate toward
the common goal of creating supplemental windfalls that support the Lottery’s deserving
beneficiaries.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Pollard Performer narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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POLLARD PERFORMER FOR MINNESOTA: $20
CATEGORY MANAGEMENT
While the previous New Jersey narrative confirms
that tremendous gains can continue to be made at the
lower end of the price point spectrum, the next
Pollard Performer piece concentrates on the
importance of the higher end.
The Minnesota Lottery’s decision to enter the $20
ranks—and its subsequent appointment of Pollard
Banknote to assist with this task, first as its
Secondary Vendor and now as its new Primary
Vendor—has turned out to be a wonderfully
worthwhile exercise.
In concert with our designated marketing
representatives, the Lottery has orchestrated a series
of ticket launches over the last few years that has left
an indelible impression on Minnesota players and
Lottery officials alike. Indeed, the Lottery has called
its $20 price point the “star performer” in its lineup.
With results so positive right out of the gate, we know
we’re not alone in thinking that this is one story that
will only get better with age.

Please note: as indicated within 7. Trade Secrets or
Competitive Information, Pollard Banknote has
declared the following Pollard Performer narrative
confidential. The specific statutory basis for our claim
is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----

220

Project Management and Staffing

RFP No.: C110001

Project Management and Staffing…

POLLARD PERFORMER FOR NEW
YORK: LEVERAGING THE POWER OF
POWEBALL AND MEGA MILLIONS
As the previous Pollard Performer
narratives illustrate, knowledge is power. In
thoses cases, a collaborative effort to
introduce an entire category of compelling
games at the $3 and $20 price points
required a multifaceted execution that
demanded a thorough grasp of the challenge
at hand.
We make no secret of the fact that Pollard
Banknote’s marketing representatives pride
themselves on their intimate knowledge of
the lottery industry. Indeed, it’s a strength
of ours that has served us well in a host of
situations that have resulted in some
serious sales gains for our clients.
In this next Pollard Performer example,
our marketing personnel proposed a pair of
products to the New York Lottery that
leveraged the momentum of a recent historic agreement between the two organizations that
operate the Powerball and Mega Millions jackpot games. In the end, the resulting instant
games we supplied provided a powerful boost to the Lottery’s bottom line following their
celebrated launch in July 2010.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Pollard Performer narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.
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OUR JOB? MAKE THE LOTTERY’S JOB EASIER…
We think responsive service is a critical component of every meaningful business
relationship. We strongly believe our high level of customer service has been the single most
important reason that we have built our customer list from one lottery in 1985, when we
started printing instant tickets, to over 50 customers today. While Lori Denton and Dione
Farmer‐Anderson will play the principal role in providing account service, they are
obviously supported by the efforts of many highly qualified individuals—over 1,100
dedicated people across Pollard Banknote’s five facilities—without whose efforts we could
not carry out production and provide support for the New York Lottery.
Our staff is ready to not only meet the Lottery’s requirements but to exceed the expectations
of a Primary Vendor in the design, development, production, and marketing of instant ticket
products. Our executives, managers, creative, technical, and marketing specialists, and
craftspeople have manufactured and marketed products that have helped lotteries across
the globe meet their objectives.
Ultimately, we want to ensure that dealing with our company is simple and effective. Lori
and Dione will develop all working papers in partnership with the Lottery, taking care of all
design and artwork requirements. They are both readily available by telephone and e‐mail
to keep the Lottery informed of all activities surrounding ongoing instant game
development, strategies, and production.
This also includes addressing any issues that might arise in game planning or production.
For any questions that may come up—be they technical, software, design, or otherwise—
they will actively assist the Lottery in addressing concerns both expertly and efficiently.
In brief, Lori and Dione’s responsibilities in this regard encompass the following areas:
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•

Working with our internal pre‐press personnel to develop art and game concepts
(pre‐press is our internal designation for the departments which include the artists,
game planners, and proofreaders)

•

Maintaining regular contact with the Lottery to set press and delivery dates in order
to meet projected launch dates (and keeping all parties acquainted with project
timelines)

•

Conducting trademark searches and ensuring the timely transmittal of results

•

Developing and reviewing prize structures internally with Pollard Banknote’s Game
Generation group, and presenting options that may enhance the prize structures

•

Formulating working papers in collaboration with Pollard Banknote personnel in our
Game Generation, Technical, Manufacturing, and Computer Operations groups, all
with the intent of providing the Lottery with a comprehensive game document
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•

Producing timely contract proofs

•

Developing thumbnail ticket art for the Lottery’s website for all games (for Lottery
review and approval)

•

Communicating regularly with Lottery personnel to address any
issues/questions/concerns arising during the course of game planning, development,
or printing

•

Ensuring all deliverables are completed according to the established timelines as
outlined in the working papers

Ongoing contact with the Lottery is an important element in shaping the design and focus of
their instant ticket program.
Below we offer a summary of the commitment we’ll offer the New York Lottery in the event
that we’re selected Primary Vendor.

BUSINESS UPDATES ‐ DAILY
Lori and Dione will be available via telephone and e‐mail to keep the Lottery apprised of all
activities surrounding instant game development, strategies, and production progress.

BUSINESS UPDATES ‐ MONTHLY
Once per month, Lori will meet with Lottery officials to discuss all aspects of their instant
game strategy and progress.

INSTANT GAME RECOMMENDATIONS – QUARTERLY
Every quarter, Lori will present instant game recommendations to the Lottery at its
headquarters. These presentations will include artwork of the proposed concepts, a
rationale, prize structures, and supporting sales information (if recommendations are based
on other successful games within the industry).

INSTANT GAME ANALYSIS – SEMI‐ANNUALLY*
Every six months, Lori will present to the Lottery an analysis of games launched within the
previous six‐month period.
This analysis principally utilizes average sales at a given price point as the barometer to
judge if games are performing at the expected level. Sales benchmarks will be a key driver
when deciding whether the Lottery is employing the most favorable product mix.
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Conducting this assessment every six months allows sufficient data to be generated to offer
meaningful recommendations, and it’s timely enough to make any necessary changes to
sustain an optimum level of sales.

INDUSTRY ANALYSIS – SEMI‐ANNUALLY*
Every six months, Lori will present a marketing analysis of the pertinent instants markets,
including games, sales strategies, prize structures, and promotional concepts employed by
other lotteries—all in an effort to customize the most effective instant game program
possible for the state’s residents.
*Please review the following few pages for a suggested agenda that could be adhered to at
the semi‐annual planning meetings.
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SEMI‐ANNUAL PLANNING MEETINGS
These meetings will provide a complete evaluation of every aspect critical to the success of
the instant ticket program within the state.
Six‐month intervals allow for the gathering of sufficient sales evaluation data to make timely
recommendations, adjusted as needed to maximize sales.
Every single agenda item will help answer the following question: “Are we on track to meet
the Lottery’s sales and profit goals established in the annual marketing plan?” As such,
attendees should include representation from the Lottery’s sales and marketing
departments, as well as Pollard Banknote’s Marketing, Sales, and Research & Development
departments.
These semi‐annual planning meetings will be organized to:
•

Review

•

Evaluate

•

Adjust

•

Project

PROPOSED AGENDA: FLEXIBLE AND FUNCTIONAL
•

Instant game fiscal year review (Pollard Banknote)

•

Highlights from the field (New York Lottery sales department/New York Lottery
retailer/Pollard Banknote’s consumer research findings)

•

Industry trends, best new games, promotions report (Pollard Banknote’s Marketing
department)

•

Suggested adjustments to the fiscal year product plan (New York Lottery’s
marketing department and Pollard Banknote’s Marketing department)

•

Advertising and promotions report from other lotteries or other industries (Pollard
Banknote’s Marketing department)

•

Fiscal year promotions review

•

Suggested adjustments to the fiscal year promotions plan (New York Lottery’s
marketing department and Pollard Banknote’s Marketing department)
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•

New product R&D report (Pollard Banknote)

•

Recap of actionable item assignments

AGENDA ITEMS DETAILED
Instant Game Fiscal Year Review
This review evaluates the sales generated by the instant product category and compares
these finding to the goals established in the marketing plan (and against industry results).
To do this effectively, focus will be directed toward the following:
•
•
•
•
•
•
•
•
•
•
•
•
•

Percentage of sales contributed by instant games to overall New York Lottery
product sales
Historical look at sales in New York during the same time period
Per capita sales as compared to other U.S. lotteries
Average prize payout for the instant category, as measured against the marketing
plan and other U.S. lotteries
Profit generated for the State
Percentage of instant sales contributed by each price point, as measured against the
marketing plan and other U.S. lotteries
Number of games launched, as measured against the marketing plan and other U.S.
lotteries
Sales curve for each game launched
The expected time on the market for each game
Evaluate each game against the indexed sales for that price point
Percentage of sales contributed by each major theme (extended play, numbers, cash,
licensed property, gaming, etc.)
Percentage of instant sales contributed by each sales region
Retailer (chains and independents) review showing the number of retailers in total,
and by trade style, as compared to the retailer recruitment goals established

Industry Trends, Best New Games, Promotions Report
Pollard Banknote’s Research & Development and Marketing departments will constantly
review the lottery industry for trends, strong‐selling games, and successful promotions. We
will report on these findings at this meeting.

Suggested Adjustments to Fiscal Year Product Plan
This will be a group discussion concerning changes that might need to be made to the
marketing plan based on the review of sales, consumer reports, and how products are being
received at the point of sale.
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Advertising and Promotions Report
Pollard Banknote’s Research & Development and Marketing departments will constantly
review the best practices of other lotteries and the consumer packaged goods industry and
present these findings to see if there are relevant best practices that are applicable to the
Lottery’s instant game strategy.

Fiscal Year Promotions Review
Pollard Banknote will review the promotions launched, with an emphasis on evaluating the
return on investment measured against pre‐established measurements and criteria.

Suggested Adjustments to Fiscal Year Promotions Plan
This will be a group discussion concerning changes that might need to be made to the
promotions plan.

New Product R & D Report
Pollard Banknote will report on any new products that are in various stages of development.
This assessment would include a summary of what’s possible from a printing press point of
view. Equipped with this information, the group will spend some time brainstorming new
products.

Recap of Actionable Item Assignments
No question, this semi‐annual planning meeting will result in many actionable items. It will
be critically important to record these items and assign responsibility for their completion.

PROPOSED AGENDA: SUBSEQUENT SEMI‐ANNUAL MEETINGS
We’re proposing that the agenda for follow‐up planning meetings mirrors a similar format—
but with an elevated emphasis on review and evaluation. This approach affords the
opportunity to make specific, relevant adjustments to annual marketing plans.
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ADDITIONAL MARKETING EXPERTISE, KNOWLEDGE, AND SKILL SETS
Earlier in this section, we talked about how the Lottery’s designated account representatives
from Pollard Banknote, notably Lori and Dione, bring access to a wide range of expertise
from within the company. We conclude this survey of services by briefly listing some of the
additional in‐house resources that exist for the benefit of our customers.

Industry Knowledge
Direct lottery marketing experience enhances our understanding of the intricacies of game
market planning, as well as the challenges faced by lotteries today.
Pollard Banknote is home to managerial personnel who have previously held key positions
with NASPL jurisdictions:
•
•
•

Don Sawatzky, Vice President, Sales & Marketing – WCLC
Mike Carr, Director, Marketing (U.S.) – Michigan and Louisiana lotteries
Arnie Devlin, Manager, Computer Operations – WCLC

As WCLC’s Manager, Instant Products, Don was responsible for managing the instant product
line, and was involved in promotions and advertising.
Mike Carr has run state lotteries over the last few decades. As the first President of the
Louisiana Lottery in 1991, Mike gained valuable experience in all aspects of lottery
management while directing their successful start‐up. This included hiring and training
lottery staff and retailers, setting up a system of warehousing and distribution, developing
marketing and product development strategies, advertising, public relations, and
promotions. As Commissioner of the Bureau of Michigan State Lottery from 1983 to 1991,
Mike was instrumental in introducing many of the games—such as Keno—that have since
become staples in the Lottery’s product mix across the state.
Arnie Devlin, our Manager, Computer Operations, worked for the WCLC for 16 years as its
Senior Manager of Computer Operations.
Further, every member of our marketing department has worked directly with lottery
customers to develop games, consult on game planning, and develop effective promotional
strategies. Our marketing managers often act as an arm’s‐length member of a customer’s
marketing team, playing a crucial role in the management of the customer’s instant ticket
program.
Our company is structured such that individuals readily share their knowledge with one
another, thereby maximizing the benefits of our collective experience and ensuring it makes
an impact where it matters most—in the success of our customers’ instant game programs.
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Along with the benefits of direct lottery experience, Pollard Banknote is unmatched in its
global perspective on the instant lottery business. As either a leading supplier of instant
tickets in Europe, Canada, and Asia, or the second‐largest supplier in the United States, we
bring a balanced knowledge of the industry to the table. Some of the tools we use to share
this information with our clients include:

Hot off the Press
Each month, Pollard Banknote supplies its customers with samples of all the tickets
produced in that month for each of our clients. This involves 50 to 75 games monthly,
providing an up‐to‐date overview of product trends in the industry. Of course, our key
personnel will point out particularly interesting developments to the New York Lottery, and
will also be willing to provide further information on any particular game.

Industry‐wide Sales Database
We maintain an extensive database of sales information by game that we use to extrapolate
key developments and trends, regularly sharing these findings with our customers. This
database tracks hundreds of thousands of weeks of sales data and offers detailed
assessments on over 11,000 games from 33 jurisdictions worldwide.

Presentations on Industry Trends
Our personnel make regular presentations to customers on industry trends. Many are
frequent speakers at industry conferences and have presented on topics including:
•
•
•
•
•
•
•
•
•
•
•
•
•

Fusion ® games
The younger market
Premium price points
Extended play games
Lottery success stories
Scratch price differentiation
Break open tickets: the overlooked market
What’s new in Bingo
Retailer incentive programs
Great promotions
Loyalty marketing
Instant ticket vending machines
Use of multi‐variant analysis research
(What are the most important characteristics in determining the sales success of an
instant game?)
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Consultative Expertise
Our seasoned staff also consults with customers on a regular basis, offering them all the
benefits of our extensive in‐house experience.
Selected subject matter we address in these sessions often includes:
•
•
•
•
•
•
•
•
•
•
•
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Monthly updates on our customers’ latest tickets
Promotions designed to drive instant sales
Use of web‐based contests to increase Player’s Club membership rates
Interactive promotional opportunities
Scratch FX ® options
Regular news releases on successful and/or unique tickets
Consulting on prize structures
Consulting on effective market research techniques
Updates on our research and development, including new products
Effective “brainstorming” for new design ideas and play formats; this would provide
the Lottery with a list of ideas to think about
Technical consultation on considerations such as bar code formats, and their
potential implications for the Lottery’s tickets and marketing plans

Project Management and Staffing

RFP No.: C110001

Project Management and Staffing…

Reviews of Industry Publications
Pollard Banknote representatives monitor all the major sources of gaming and lottery news,
and will be ready to share with the New York Lottery any insights and information on
emerging trends and opportunities.
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MARKETING REPS: ENHANCED SERVICE
1. Our “one point of contact” approach ensures that New York Lottery
representatives can contact Lori Denton to address any and all questions and
questions; and rest assured, Lori will work hard to ensure that the Lottery is
always kept in the loop.
2. Lori is an expert at big‐picture planning and is always ready to offer any
assistance that might prove helpful in this regard.
3. Lori will be available for regular business updates, strategy meetings, game
recommendations, analyses, and so forth. At Pollard Banknote, customer
service isn’t just something we promise, it’s something we plan for.
4. Besides Lori, a host of other highly experienced Pollard Banknote employees
will be working hard to satisfy the New York Lottery’s sales targets.
5. Greg Hoelk, our designated Retailer Development Specialist, will lead the
charge on the retailer front to maximize opportunities statewide. Greg brings
over 20 years’ experience with him in achieving this kind of specific
objective—including extended tenures with the Tennessee Lottery, the Texas
Lottery, and Scientific Games.
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III. SUPPLEMENTAL KEY PERSONNEL: AN OVERVIEW
On the ensuing pages, we furnish a list of additional key personnel to be assigned to the New
York Lottery account (along with their resumés).

“People are definitely a
company’s greatest
asset. It doesn't make
any difference whether
the product is cars or
cosmetics. A company is
only as good as the
people it keeps.”

As evidenced by our detailed reply to this section, the
personnel we’ve designated to supplement our New York
Lottery interests run the gamut of areas of expertise—for
instance, who will have final responsibility for account
management (Don Sawatzky), ticket production (David
Colatriano), ticket shipments (Dion Grotkowski), prize
validation assistance (Arnie Devlin), and quality assurance
(Bob Stewart).

Pollard Banknote certainly appreciates that the New York
Lottery rightfully expects a staffing plan commensurate with
the size of the contract. But while the day‐to‐day marketing
Mary Kay Ash, founder
contacts and those with final responsibly for other
of Mary Kay Cosmetics
consequential tasks are critical in providing effective account
service, they are obviously supported by the efforts of many
additional highly qualified individuals without whose efforts we could neither carry out
production nor provide support for the New York Lottery. These individuals, too, have been
assigned to our New York key personnel group and are introduced on the upcoming pages.
As we noted earlier within our response to this section (see II. Lori Denton and Company:
On Call in New York), we’d also like to remind the Evaluation Committee that several
people in senior management positions at Pollard Banknote draw on the experience of
working directly for a lottery.
Collectively, these backgrounds bring invaluable insights into the needs, goals, and
objectives of lotteries.
Our staff is ready to not only meet the Lottery’s requirements but to exceed expectations in
the design, development, production, and marketing of instant ticket products. Our
executives, managers, creative, technical, and marketing specialists, together with our
craftspeople—totaling more than 1,100 people across five facilities—have manufactured and
marketed the products that have helped lotteries across the globe meet their objectives.
Now, as ever, they stand ready to assist the New York Lottery.
On the ensuing pages, we present the resumés of our proposed complete account team for
the Evaluation Committee’s consideration—prefaced by brief descriptions of each
department’s primary role.
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To avoid being redundant, we have not included duplicate resumes for those five key staff
presented earlier in this section within I. Full Time and Shared Staff Assigned to New
York,
As well, in instances where an employee is assigned to more than one category of
responsibility, we have refrained from duplicating this person’s resumé.
We are hopeful that this approach meets with the Evaluation Committee’s approval.
First, however, we’ve prepared two summary pages offering an at‐a‐glance overview of the
dozens of Pollard Banknote personnel assigned to lead our New York enterprise.
Collectively, this team brings 651 years of Pollard‐specific experience to the Lottery’s
account.
After that, we’ve put together a series of departmental photo sets that offer up a concise
summary of the key people we’ve assigned to spearhead our New York efforts.
Ultimately, the Lottery can be completely confident that Pollard Banknote has assembled an
experienced and dedicated team ready to take the Lottery to the next level of sales success.

We should mention that we’ve provided certain Winnipeg‐based production personnel as
well as those situated in Ypsilanti. Our rationale for this approach is simple: although we’re
proposing that Ypsilanti be the primary facility we’ll employ in manufacturing the Lottery’s
tickets, our Winnipeg operation will serve as the backup plant in the event it ever becomes
necessary to shift production.
As such, we’ve provided several key Winnipeg‐based personnel in hopes of offering the
Evaluation Committee—and the Lottery—the clearest picture possible of the overall human
capital we’re committed to providing to service the New York account.
For clarification purposes, it should also be noted at this point that certain employees
working out of our corporate headquarters in Winnipeg would provide a select complement
of associated services necessary to provide the New York Lottery with the same exceptional
commitment they have rightfully come to expect from us over the years.
These few designated Canadian‐based employees operate within our Marketing, Information
Systems, and Pre‐Press & Design departments.
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PROPOSED PERSONNEL FOR THE NEW YORK LOTTERY
NAME

YEARS OF
SERVICE

TITLE
MARKETING AND SALES STRATEGY

Donald Frank Sawatzky

Vice President, Sales & Marketing

18

Lori Ericka Denton

Senior Marketing Manager (U.S.)

4

Dione Farmer‐Anderson

Account Executive

1

Greg Hoelk

Retailer Development Specialist

1

PRE‐PRESS AND DESIGN
Peter Adrian McConville

Director, Creative Services

18

William Lee James

Manager, Game Planning & Pre‐Press

12

Sandra Eileen Sabourin

Supervisor, Creative Art & Proofreading

14

Pierre Joseph Lavoie

Senior Graphic Designer

20

Rebecca Lynn Tanner

Game Planner

14

INFORMATION TECHNOLOGY
Darren Martin Wareham

Manager, Game Generation

15

Linda Ann Dorge

Manager, Imaging Development Group

29

Mark Peter Spratt

Manager, Audit & Acceptance

19

Arnold Joseph William
Devlin

Manager, Computer Operations

12

Zack Yang

Information Systems Security Officer

16

Don Tiessen

Programmer/Analyst

17

LICENSED PRODUCTS AND PROMOTIONS
Sina Aiello

Director, Licensed Products

7

Suzanne Lisa Harden

Senior Integrated Marketing Manager

5

Rheanna Marshall

Assistant Integrated Marketing Manager

1

Debbie Joy Kyllo

Licensing Coordinator, Licensed Products

12

Juanita Van Norman

Licensing Coordinator, Licensed Products

3

Julia Elizabeth Cloutier

Account Executive

3

Donovan Lee Yaciuk

Web Developer

1

MARKET RESEARCH AND DATA ANALYSIS
Darren Michael Perche

Manager, Market Research

5

PRODUCT INNOVATION & DEVELOPMENT
Nancy Lynn Bettcher

Director, Product Innovation &
Development

17

Michael John Brickwood

Senior Game Planner

33

INSTANT TICKET PRODUCTION ‐ YPSILANTI
David Paul Colatriano

Vice President, Operations

1

Dion Scott Grotkowski

Plant Manager

15
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NAME

YEARS OF
SERVICE

TITLE

Scott Thomas Stalker

Production Manager

10

Jim Michael Loy

Finishing Manager

9

David Joseph Thomas

Pre‐Press Manager

27

Derek Victor Larose

Press Room Manager

17

Bay Reginald Auman

Press Room Manager

2

INSTANT TICKET PRODUCTION ‐ WINNIPEG
Scott William Wright

Associate Director, Manufacturing
(Winnipeg)

19

Bob Bruce Holmes

Production Manager, 1499 Buffalo Place

24

Greg Allan Hamilton

Production Manager, Pressroom 140

26

Laurie Anne Pierson

Production Manager, Finishing

29

Sylvia Fedorchuk

Finishing Supervisor

20

Rheal Leo Joseph Lagasse

Press Supervisor

26

Kelvin Dan Martyniuk

Corporate Shipping Coordinator

11

QUALITY ASSURANCE
Robert Leslie Stewart

Vice President, Manufacturing

23

Brett Charles Taylor

Corporate Lab Manager

9

ISO COMPLIANCE AND CORPORATE CONTROLS
Darrell Raymond Ward

Director, Quality, Safety & Environment

24

GAME SECURITY
Brett Charles Taylor

Corporate Lab Manager

9

Andy John Wojtowicz

Senior Security Chemist (Winnipeg)

18

Joanne Denise Unrau

Lab Manager (Ypsilanti)

16

PHYSICAL SECURITY
Eric James Hrycyk

Director, Corporate Security

8

Bruce Robert Vokey

Senior Security Officer (Winnipeg)

7

Lance Terry Williams

Security Manager (Ypsilanti)

4

CUMULATIVE YEARS OF POLLARD‐SPECIFIC EXPERIENCE = 651
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MARKETING & SALES STRATEGY
Lori Denton and Dione Farmer‐Anderson will act as the primary marketing and strategic duo
serving the New York Lottery. Whether acting directly, marshalling Pollard Banknote’s
internal capabilities, or coordinating the involvement of external partners with
complementary expertise to our own, they will be the focal point to keep every task
organized and to ensure clarity and consistency of communication for New York Lottery
personnel.
For his part, Greg Hoelk, our designated Retailer Development Specialist, boasts over years’
experience with instant tickets, both on the Lottery side and the Vendor side. His extensive
familiarity with the industry, his people/customer relations skills and number skills, and his
excellent track record in creating tailored sales strategies make Greg the ideal choice to
work with the New York Lottery’s instant ticket retailers.
Don Sawatzky, Vice President, Sales & Marketing, will be available to Lori, Dione, Greg, and
any and all Lottery personnel. Don serves on Pollard Banknote’s Executive Committee and
reports directly to Gordon Pollard, Co‐Chief Executive Officer and Pollard Banknote
principal. In short, Don is a direct link between the Lottery’s needs and the highest level of
authority within our company. And because Lori has regular communication with Don, the
Lottery can be assured that all of its concerns will be expeditiously conveyed to the owners
and executives of Pollard Banknote.

PERSONNEL PARTICIPATION
Donald Frank Sawatzky
Lori Ericka Denton
Dione Farmer‐Anderson
Greg Hoelk
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DONALD FRANK SAWATZKY
VICE PRESIDENT, SALES & MARKETING
With over 24 years of experience in the lottery industry,
including four years with the Western Canada Lottery
Corporation (WCLC) and 18 years with Pollard Banknote, Don
Sawatzky has extensive knowledge of the promotional games
market and is well‐versed in all of its facets—including sales,
game design, and promotion of instant games, products, and
services.

Accomplishments and Achievements
•
•
•
•

Launched the world’s first scented instant lottery ticket (WCLC’s Hot Cakes maple
syrup‐scented game)
Successfully introduced Pollard Banknote’s products and services to the U.S.
marketplace
Speaker at numerous NASPL and La Fleur’s conferences, as well as individual lottery‐
hosted sales meetings
Frequently participates in industry roundtables and panels covering a variety of
lottery‐specific topics and issues

Areas of Expertise
•
•

Sales and marketing strategies
Market research strategies

•
•

Retail development strategies
Consumer and retailer promotions

Employment History and Lottery Experience
Don Sawatzky joined Pollard Banknote in 1986 after graduating from the University of
Manitoba with a Bachelor of Commerce degree. He immediately took on the task of
developing the company’s presence in the promotional games market.
Two years later, Don was recruited by the WCLC. There he served as Manager, Instant
Products for four years and was responsible for all aspects of the Lottery’s multi‐game
instant ticket strategy and the timely development, research, production, and launch of all of
the WCLC’s instant games.
Don rejoined Pollard Banknote in 1992 as Sales Manager (U.S.) and successfully introduced
our services to the U.S. market in 1993. He has provided direction for all of Pollard
Banknote’s instant ticket contracts in the United States and has been chiefly responsible for
the widespread acceptance of Pollard Banknote’s products and strategies by U.S. lotteries.
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As Vice President, Sales & Marketing, Don is responsible for all of Pollard Banknote’s instant
lottery business in North America. He oversees a department of 25 marketing and sales
professionals that together provide direction and strategy in areas of instant game sales,
game design, promotions, and market research.

Responsibilities
•
•
•

Direct the account team for the Lottery
Ensure the team performs all tasks to the Lottery’s overall satisfaction
Responsible for the overall management of the Lottery’s account
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LORI ERICKA DENTON
SENIOR MARKETING MANAGER
Lori Denton’s resumé has been provided earlier in this
section within I. Full Time and Shared Staff Assigned to
New York.

DIONE FARMER‐ANDERSON
ACCOUNT EXECUTIVE
Dione Farmer‐Anderson’s resumé has been provided earlier
in this section within I. Full Time and Shared Staff
Assigned to New York.

GREG HOELK
RETAILER DEVELOPMENT SPECIALIST
Greg Hoelk’s resumé has been provided earlier in this
section within I. Full Time and Shared Staff Assigned to
New York.
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PRE‐PRESS & DESIGN
Pollard Banknote draws on more than two decades of dedicated experience designing and
printing lottery tickets—and partners this with a printing heritage that dates back to 1907.
We understand the value of effective design and know how to bring designs to life on actual
tickets.
We look after all aspects of design. A talented group of in‐house designers and other pre‐
press specialists are a valuable resource for our clients. This group generates designs
incorporating all technical and graphic elements that go into secure instant tickets look and
play great.
Our designers begin a job with the understanding that an impulse item like a lottery ticket
has only a moment to attract a potential player. So a ticket’s graphic design is critical to
instantly communicate the right feelings and associations, and signal the intended gaming
experience. This holds true not only for any single game in isolation, but also across a
lottery’s full inventory of games.
A graphic artist at Pollard Banknote begins any ticket design with a strong understanding of
design principles, familiarity with the conventions of effective lottery tickets, the willingness
to try new ideas, and a deep respect for client preferences. Our designers readily absorb
influences of fine art and commercial art, popular culture, and any other visual sources that
might spark creative ticket ideas. This talented group has a strong multicultural mix, and
their experience, styles, and language skills are diverse. We encourage our designers to
freelance their talents to broaden their graphic experience and bring even more fresh
influences to our ticket design inventory.
A client can expect designs from Pollard Banknote that incorporate uniquely local
preferences, from color choices to game themes. Appropriate design choices can be informed
by focus group artwork, collaboration with the client, and any relevant insights gained
through game planning activities.
Pre‐press personnel have access to the finest and most current design hardware and
software to produce stunning designs—and to efficiently operate within the company and
externally with clients.

PERSONNEL PARTICIPATION
Peter Adrian McConville
William Lee James
Sandra Eileen Sabourin
Pierre Joseph Lavoie
Rebecca Lynn Tanner
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PETER ADRIAN M C CONVILLE
DIRECTOR, CREATIVE SERVICES
Peter has 35 years of design experience and has been with
Pollard Banknote for more than 20 years. He is an accomplished
artist whose work has been displayed at art galleries in several
countries. As Director, Creative Services at Pollard Banknote,
he is responsible for directing the design and pre‐press
production of new and innovative tickets.

Accomplishments and Achievements
•
•
•

Introduced an internal review (Design Review) of design by department managers
Developed the current digital design department
Lead the transition from analog to digital platemaking

Areas of Expertise
•
•

Pre‐press management
Technical art

•
•

Creative art
Platemaking

Employment History and Lottery Experience
Peter studied art and design in Ireland before moving to Canada in 1974. He joined Pollard
Banknote in 1988, where he initially worked at our former Kamloops facility serving as Art
Director and Design Manager.
Now stationed at our corporate headquarters and manufacturing facility in Winnipeg, Peter
manages 75 pre‐press professionals company‐wide, including a 50‐person department in
our Winnipeg headquarters. Peter is responsible for directing his staff in the development of
new designs, computer graphics, and platemaking. He has worked closely with product
managers from a wide variety of lotteries to create exciting new ticket designs.
Peter McConville was born in Banbridge, Northern Ireland, in 1951. At 15, he began his
career in one of Ireland's textile print companies as a textile artist. The position offered
professional art employment as well as the opportunity to study fine art and design one day
a week at Lurgan College.
His hard‐edge style was developed by this experience. The printing process used in textile
design forces artists to break color into solid shapes. Peter experimented with this
technique, subsequently creating surreal, dreamlike images. His earlier paintings were
displayed in Belfast as part of juried shows. Northern Ireland's history—rich with culture
and scarred with conflict—was evident in his earlier work. Peter immigrated to Winnipeg in
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1974, returning to Banbridge in 1983. He remained there until 1986, when he moved to
Kamloops, British Columbia. Peter returned to Winnipeg in 1992 and has lived and worked
there since.
Peter McConville has exhibited his paintings in Canada, the U.S., England, and Ireland. He is
represented by Mayberry Fine Art in Winnipeg and Masters Gallery in Calgary.
Peter fosters creativity and craftsmanship in the Design & Pre‐Press department—qualities
he is well known for through his art.

Responsibilities
•
•

Direct the design and pre‐press production of new and innovative tickets
Oversee all aspects of the process to ensure quality and compliance
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WILLIAM LEE JAMES
MANAGER, GAME PLANNING & PRE‐PRESS
Lee James has 12 years of experience in the design, pre‐press,
and print industry. He joined Pollard Banknote in 1999 and as
Manager, Game Planning & Pre‐Press, serves as a liaison
between the company’s Marketing and Manufacturing
departments.

Accomplishments and Achievements
•

Introduced company‐wide wireframe standards in order to increase productivity
while satisfying the various requirements of our clients

Areas of Expertise
•
•

Pre‐press management
Technical art

Employment History and Lottery Experience
Lee joined Pollard Banknote in 1999 as a Senior Technical Artist. In this capacity, Lee
produced electronic trapped and color‐corrected files, color approvals, and also rebuilt
customer art on a daily basis. As well, Lee collaborated on capital projects for equipment
expenditures, assisted with implementing the OSX operating system and server, and
assumed responsibility for creating backup tapes and archiving completed work. In 2007,
he was promoted to Manager, Game Planning & Pre‐Press. As such, Lee supervises 50 pre‐
press professionals and oversees technical art and game planning from design to finishing.
Prior to joining Pollard Banknote, Lee’s occupational background included extensive
managerial experience, most relevantly as the Service Bureau Manager at BW Imaging Inc.
This role, together with additional management positions at both a restaurant and a retail
establishment, helped prepare Lee for his current range of responsibilities. Lee’s technical
training includes instruction in website design and publishing, and computer graphics and
animation.

Responsibilities
•
•
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Function as a liaison between our Marketing and Manufacturing departments
Manage all technical printing aspects between sales, manufacturing, pre‐press,
scheduling, and our internal Game Generation and Internal Audit & Software
Acceptance groups
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SANDRA EILEEN SABOURIN
SUPERVISOR, CREATIVE ART & PROOFREADING
Sandra Sabourin has been with Pollard Banknote for over 14
years. As Supervisor, Creative Art & Proofreading, she leads
our graphic design team in the creation of lottery tickets and
related promotional materials.

Accomplishments and Achievements
•
•

Produced a variety of instant tickets, folded cards, laminated products, and licensed
games for customers all over the world.
Created engaging designs for numerous lottery clients, including Michigan, New
York, New Jersey, Ohio, Maryland, Massachusetts, Kansas, Illinois, Iowa, and Oregon
(to name just a few).

Areas of Expertise
•
•

Computer graphics
Advertising art

•

Communication design

Employment History and Lottery Experience
Sandra Sabourin studied design for four years at the University of Valparaíso, in Chile,
before moving to Canada where she graduated with Honors from the Advertising Art
program at Winnipeg's Red River College. Prior to joining Pollard Banknote in early 1996,
Sandra did design work for Brown Communications Group and Manitoba Hydro in Winnipeg,
as well as Martiz Graphic Design, Interior Decorations, and Taller Creativo in Chile.
She began her career at Pollard Banknote 14 years ago as a graphic designer. As the design
team grew, she was promoted to Senior Designer and later to Lead Hand, Creative Art. In
September 2007, she was promoted to Supervisor, Creative Art & Proofreading.

Responsibilities
•
•
•

Work with our in‐house designers, the Lottery’s design staff, and any outside
designers to coordinate the development of creative game designs for the Lottery
Work extensively with the Lottery to brainstorm and develop themes and new games
for instant tickets
Work closely with our Marketing department as a creative consultant
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PIERRE JOSEPH LAVOIE
SENIOR GRAPHIC DESIGNER
Pierre Lavoie’s resumé has been provided earlier in this
section within I. Full Time and Shared Staff Assigned to
New York.
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REBECCA TANNER
GAME PLANNER
Rebecca Tanner (she prefers “Beck”) has decades of high‐
security printing experience, in both the defense sector—where
she held a top‐secret security clearance—and the lottery
industry. She serves as a liaison between the account
representatives, the Pre‐Press department, and the
manufacturing personnel regarding production of the Lottery’s
instant tickets. She will be in regular contact with Lori Denton
for design and production advice and guidance, as well as with
internal groups at Pollard Banknote (including Pre‐Press,
Audit, Game Generation, and Manufacturing personnel).

Areas of Expertise
•
•
•
•

Plate‐making
Layout
Supervision
Binding

•
•
•
•

Offset and flexographic printing
Standardizing customer specs
Proofreading, editing
Internal Audit (ISO)

Employment History and Printing Experience
Bringing with her significant printing and leadership experience with the United States
Marine Corps, Beck joined Pollard Banknote in 1997 as an Offset Web Operator. She quickly
progressed from this position to become a Proofreader/Plate‐maker. Since 2000, she has
served as a Design/Production Technician and Game Planner.
A graduate of the United States Defense Mapping Academy (Federal training level), Beck
holds an associate’s degree from Washtenaw Community College and a B.S. in social science
from Eastern Michigan University. She is currently finishing her master’s degree in
communication at Eastern Michigan University, with an emphasis on the organizational and
interpersonal concentration, which enhances her daily interactions within all functions of
Pollard Banknote and its accounts.
Beck has worked closely on the following accounts: Arizona, BCLC, Connecticut, Denmark,
Estonia, Finland, Florida, GLC, Georgia, Iowa, Illinois, Indiana, Israel, Kansas, Loto Québec,
Maryland, Massachusetts, Michigan, Minnesota, Missouri, New Jersey, Ohio, Oregon, Poland,
and WCLC.
Her passion for accuracy, her excellent people and supervisory skills, and her thorough
knowledge of all technical aspects of printing make Beck ideally suited to the role of Game
Planner.
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Responsibilities
•

•

•
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Ensures consistent communication and quality at each stage of the design and
production process of games being manufactured. This is accomplished by serving as
a direct liaison between the account representatives, the Pre‐press department, and
Manufacturing staff regarding all issues pertaining to the production of the Lottery’s
instant tickets.
Ensures that all security and technical functions are within guidelines for both
Pollard Banknote’s specifications (design rules and machine tolerances) and the
Lottery’s specifications.
Writes and edits all production specifications for games being produced in the
Ypsilanti facility.
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INFORMATION TECHNOLOGY
We call on the experience and expertise of 81 font technicians, programmers, information
technology specialists, and auditors operating within a well‐established system in our
company.
Lotteries know the benefits of our game programming expertise, including:

FONTS TO SUIT ANY GAME ALREADY IN AN INSTANT TICKET LINEUP, OR ANY
CONCEPT
We maintain a library of dozens of sets of customizable fonts to suit almost any theme. We
can develop fonts from scratch or work with customer‐supplied artwork or ideas just as
well.

DATA THAT ENSURES VARIETY FOR PLAYERS AND FOR THE PRODUCT MIX
A lottery ticket should never be predictable. That’s why every game Pollard Banknote
produces has its own custom algorithm for data generation. Across the full run of an instant
game, this creates a high degree of variability in outcomes that keeps repeat players playing.
It also encourages us to extend the limits of what we can do for our customers.
Our programmers have gained considerable skill and experience generating the variable
data that goes into billions of tickets and hundreds of games year after year. Customers
simply appreciate that we can do the job flexibly, reliably, and efficiently.

PEACE OF MIND
A thorough, independent audit ensures that game data and fonts conform to specifications.

PERSONNEL PARTICIPATION
Darren Martin Wareham
Linda Ann Dorge
Mark Peter Spratt
Arnold Joseph William Devlin
Zack Yang
Don Tiessen
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DARREN MARTIN WAREHAM
MANAGER, GAME GENERATION
Darren Wareham has been with Pollard Banknote’s Game
Generation group since October 1995 and oversees software
development and game issues related to data generation.

Accomplishments and Achievements
•
•

•

Managed the game data development of over 7,000 instant games
Developed the “F Check” software and procedures, which ensures that data meets all
game specifications and variability standards before advancing to the audit and
production stages
Earned the prestigious Murray Thompson Award in Electronic/Computer
Engineering

Areas of Expertise
•
•
•

Game data development
Game data analysis
Customer validation and inventory
systems

•
•
•

Validation algorithms
Technical customer contact
Prize structure and game restrictions
design and analysis

Employment History and Lottery Experience
Darren joined Pollard Banknote as an Information Systems Programmer Analyst, a position
in which his duties included developing, maintaining, and supporting software and hardware
systems for data and layout preparation, as well as the variable data imaging systems.
Darren was quick to assist Pollard Banknote’s Game Generation group by developing the “F
Check” software and procedures, which ensures that data meets all game specifications and
variability standards before advancing to the audit and production stages.
Additionally, he has managed the development of more than 7,000 instant lottery games and
has developed software for more than 100 games as a Game Generation programmer.
Further, his diverse knowledge of validation systems and algorithms includes working with
more than 100 different customers and overseeing or participating in the development of
several validation algorithms.
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Darren holds a Bachelor’s degree in Computer Engineering from the University of Manitoba.
He earned the prestigious Murray Thompson Award in Electronic/Computer Engineering.
Darren’s professional development includes completion of Scitex Technical Training. The
course covered the operation, maintenance. and servicing of the 3000 High Speed Printing
System used in our Winnipeg and Ypsilanti facilities.

Responsibilities
•
•
•
•

Work closely with our programmers, marketing representatives, and the Lottery in
game development—particularly when new concepts are introduced
Under his supervision, the Game Generation group will develop software for
validation system deliverables
Provide support to the Information Technology Team to ensure the quality of the
development of game software
Liaison with clients for any game development or validation system related topics
requiring highly technical expertise
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LINDA ANN DORGE
MANAGER, IMAGING DEVELOPMENT GROUP
Linda Dorge offers over 29 years of work experience with
Pollard Banknote. She has managed the Imaging Development
Group (IDG) since 1999 and oversees the creation and
placement of custom font symbols, as well as the creation and
release of jobs to be run on the variable imagers we use to
image ticket data.

Areas of Expertise
•
•

Information systems
Imager font and ticket layout development

Employment History and Lottery Experience
Linda Dorge joined Pollard Banknote in 1981. She has extensive work experience in our
manufacturing environment. Prior to becoming the IDG manager, she operated a laser
printer once used to image variable data on instant tickets.
Linda has served as Manager, Imaging Development Group since 1999.

Responsibilities
•

•
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Oversee IDG, the group responsible for the creation of custom font symbols,
placement of the symbols within the ticket layouts, and creation and release of the
imager jobs to be run on the variable imagers; this group also reviews draft specs to
ensure they are compatible with wire frames and standard customer requirements
Responsible for the creation of test game tickets that are occasionally requested to
test various aspects of online lottery validation (such as algorithms, prize codes, new
deliverables, and changes to bar codes)
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MARK PETER SPRATT
MANAGER, AUDIT & ACCEPTANCE
Mark has been with Pollard Banknote for nearly 20 years. His
knowledge of auditing technology and procedures are integral
in ensuring that all requirements contained in the Lottery’s
specifications are met.

Areas of Expertise
•

Information systems

•

Game development

Employment History and Lottery Experience
Mark joined Pollard Banknote in 1991 and served as Manager, Computer Operations, from
1991 to 1997. Prior to joining Pollard Banknote, he worked for three years with the
international accounting firm of Deloitte & Touche. The firm serves as an external,
independent auditor for Pollard Banknote’s game data, and while with that company, Mark
programmed and managed these external game data audits undertaken on behalf of Pollard
Banknote.
As Manager, Internal Audit & Software Acceptance, Mark manages nine programmer analysts
and three Software Acceptance technicians who are responsible for ensuring that the game
data meets customer specifications in all aspects. This includes prize structures,
restrictions, agent codes, validation information, check digits, and algorithms.
Mark holds a Bachelor of Science degree in Electrical Engineering from the University of
Manitoba.

Responsibilities
•

•

Oversee the production of computer programs, independent of the Game Generation
group, that test game data to ensure that the prize structure, game restrictions, and
all requirements contained in the Lottery’s specifications are met
Responsible for the Software Acceptance group, which reviews imaged data before
printing to ensure correctness and accuracy
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ARNOLD JOSEPH WILLIAM DEVLIN
MANAGER, COMPUTER OPERATIONS
With over 26 years of lottery experience with Pollard Banknote
and the Western Canada Lottery Corporation (WCLC), Arnie
offers a profound understanding of the Lottery’s requirements
and oversees the generation of game data, prize structure
balancing, and the creation of final computer deliverables for
the Lottery’s games.

Areas of Expertise
•
•

Audit analysis
Data security

•

Game specification analysis

Employment History and Lottery Experience
Prior to joining Pollard Banknote in 1998, Arnie worked with the WCLC for 16 years. There
he served in a number of positions, including Supervisor of Gaming Operations and Senior
Manager of Computer Operations. As a result of this lottery‐related experience, Arnie brings
to his current responsibilities with Pollard Banknote a deep understanding of our clients’
requirements—and the responsibilities of their data‐processing staff.

Responsibilities
•
•
•
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Oversee the generation of live data, ensure data security, and verify all audits
Clarify any discrepancies between working papers and audit analysis
Manage the creation of final computer deliverables for the Lottery’s games
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ZACK YANG
INFORMATION SYSTEMS SECURITY OFFICER
Zack Yang joined Pollard Banknote in 1994 and brings more
than a decade of programming and network support experience
to his responsibilities as an Information Systems security
officer. Working closely with our Computer Operations group,
which creates and distributes critical game data, Zack also
ensures the security of the group’s dedicated system and access
(both internal and external) to ticket data.

Areas of Expertise
•
•

Audit analysis
Data security

•

Information systems

Employment History and Lottery Experience
Zack Yang joined Pollard Banknote in 1994 and brings more than a decade of programming
and network support experience to his responsibilities as an Information Systems security
officer.
Reporting to the Vice President, Information Systems, Zack is a member of our internal
Vulnerability Review panel, which identifies potential Information Systems security
weaknesses and recommends actions to make improvements. Zack manages all elements of
security within Pollard Banknote’s network infrastructure. He conducts computer security
audits, resolves security concerns, develops and enforces security policies, and implements
security modules.
Zack Yang holds a Master of Science degree in Physics from the University of Manitoba and a
Bachelor of Science degree in Physics from Peking University.

Responsibilities
•
•
•

Manage all elements related to the security of Pollard Banknote’s Information
Systems network
Conduct Information Systems security audits
Develop, implement, and enforce Information Systems security policies and security
modules
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DON TIESSEN
PROGRAMMER/ANALYST
Don Tiessen joined Pollard Banknote in 1994 and is responsible
for database and system administration, online validation
software development, and promotional website development.

Accomplishments and Achievements
Successfully implemented the following sites:
• Promotional contest websites for the Michigan, Georgia, and Minnesota Lotteries
• Online validation for the Pan Malaysian Sweeps Lottery
• Online validation for PGMC Marketing Lottery in the Philippines
• Online validation for NAGA Lottery in Cambodia
• Interactive Voice Response systems for pull‐tab distribution centers in Michigan and
Arizona

Areas of Expertise
•
•

UNIX and Sybase administration
Web Application Programming

•
•

Website development
UNIX programming

Employment History and Lottery Experience
After completing a Bachelor of Computer Science followed by a Master of Science degree
from the University of Manitoba, Don joined Pollard Banknote in 1994. He designed and
implemented system and database infrastructure for all Pollard Banknote’s Lottery
Management Services installations (Pan Malaysia, Puerto Rico, Michigan, Saskatchewan,
Arizona, Maryland, Philippines, and Cambodia lotteries).
Don’s projects have included developing promotional contest websites for clients such as the
Michigan, Minnesota, and Georgia lotteries that were integrated into the Player’s Club
websites within these jurisdictions. Many of these used integrated game modules as part of
the contest, such as online Texas Hold ’Em poker.
Don has also developed web‐based online validation systems for various jurisdictions, and
designed and implemented call center phone systems, which included Interactive Voice
Response (IVR) systems, for the Michigan Lottery and Arizona Lottery’s pull tab distribution
centers. He has also developed websites for these centers, such as www.arizonatabs.com,
which feature online ordering and reporting capabilities.
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LICENSED PRODUCTS & PROMOTIONS
Pollard Banknote has extensive experience in designing and developing promotions for
instant lottery games—many of which involve our licensed properties—and can draw on a
wealth of knowledge about promotions and properties that have worked in other
jurisdictions. Sina Aiello, Director, Licensed Products, together with Suzanne Harden, Senior
Integrated Marketing Manager, Licensed Products, will be responsible for presenting
licensed property opportunities and promotions to the New York Lottery.
Pollard Banknote’s philosophy on promotions can be summarized as follows:
•
•

•

•

They generally are better understood and received when they apply to a specific
project or game.
Retailers need to buy into promotions for them to be effective. The best promotions
are those that engage the retailer at several levels—by creating in‐store excitement,
by generating extra sales and therefore commissions, and perhaps by including
prizes that will also generate additional sales or income for the retailer.
Promotional campaigns have more impact when they are planned as a sequence of
events. Utilizing multiple media vehicles, and shifting the focus from one to another
throughout the campaign, keeps retailers and players interested.
One promotion rarely delivers the entire result; it’s the planning before and after
that makes a promotion most effective.

Please note: for more information regarding Pollard Banknote’s licensed property library
and promotional approach, please review the specific presentations we’ve compiled within
4.6 Research and Product Development. Two narratives found therein—Innovative
Promotions to Accompany Product Plan and Pollard Banknote’s Portfolio of Licensed
Products—offer directly relevant information about our approach.

PERSONNEL PARTICIPATION
Sina Aiello
Suzanne Lisa Harden
Rheanna Marshall
Debbie Joy Kyllo
Juanita Van Norman
Julia Elizabeth Cloutier
Donovan Lee Yaciuk
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SINA AIELLO
DIRECTOR, LICENSED PRODUCTS
Sina Aiello possesses over a decade of marketing and
management experience. Previously, she managed the New
Jersey Lottery account and made significant contributions to
marketing plans that increased sales within that jurisdiction.

Accomplishments and Achievements
•
•

Helped form Pollard Banknote’s Licensed Products business unit and developed the
infrastructure necessary to facilitate sales of these premium offerings
Acquired all licensed properties/brands in our portfolio to date

Areas of Expertise
•
•

Account management
Client relations

•
•

Sales and marketing
Portfolio management

Employment History and Lottery Experience
Sina graduated from the University of Manitoba, first with a Bachelor of Arts and later with a
Master of Business Administration (in 1996). The majority of her work experience has
involved account/portfolio management in sales and marketing. Sina’s experience at Pollard
Banknote (1997‐2000; 2003‐present) includes managing customer accounts as a Marketing
Manager—before returning to the company to accept the position of Director, Licensed
Products in March 2003.
As Director, Licensed Products Sina oversees the Licensed Products business unit and has
direct responsibility for acquiring new properties. In addition, she oversees and is
responsible for the execution of all licensed property sales.
In addition to her employment history at Pollard Banknote, Sina has also held marketing and
management positions for such companies as the Bank of Montreal, Ingle Health Limited,
Centara, and Novra.
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Responsibilities
•
•
•

Responsible for marketing our licensed products and services to specific lottery
customers and managing the relationships with these customers
Oversee the development of all game art and the promotions we offer to support
licensed games at retail
Work with the licensor throughout the approval process of the entire program
supporting the brand—including art, point‐of‐sale, and ancillary promotional
activities
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SUZANNE LISA HARDEN
SENIOR INTEGRATED MARKETING MANAGER, LICENSED
PRODUCTS
Suzanne has worked with Pollard Banknote since 2005.
Suzanne’s experience includes budgeting and strategic
planning, public relations planning, inventory management,
media buying, staff training, and advertising design and
implementation.

Areas of Expertise
•
•
•

Product management
Market research
Sales analysis

•
•
•

Promotional planning
Sales development
Strategic planning

Employment History and Lottery Experience
Suzanne joined Pollard Banknote in January 2005 to assume management responsibilities
within the company’s Lottery Management Services group. In this position, Suzanne was
responsible for primary duties relating to product management, promotional planning,
marketing support, retailer recruitment, and sales development.
In September 2006, Suzanne assumed responsibilities in the Licensed Products group as
Marketing Manager, Licensed Products. Suzanne’s primary duties cover planning,
developing, and executing the marketing efforts of Pollard Banknote’s portfolio of licensed
products, with a focus on developing fully integrated marketing programs for new licensed
product initiatives and maximizing existing programs for our North American and
international customer base. Key activities include preparing licensed game launch
strategies, developing and executing promotional programs, developing online and social
media promotional strategies, creating marketing collaterals, PowerPoint presentations,
market research, sales analysis, promotions development, strategic planning, and training.
Prior to joining Pollard Banknote, Suzanne served as the Advertising and Visual Presentation
Manager with Dufresne Furniture & Appliances, and before that served as a retail store
manager with La‐Z‐Boy Furniture Galleries.
Suzanne holds a Bachelor of Arts in Business Administration from the University of
Winnipeg.
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Responsibilities
•
•
•
•

Develop and manage all promotional campaigns
Complete market research for new brands
Make certain that well‐integrated marketing collateral is produced
Ensure that all promotional campaigns are executed in a timely fashion
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RHEANNA MARSHALL
ASSISTANT INTEGRATED MARKETING MANAGER,
LICENSED PRODUCTS
Rheanna joined Pollard Banknote in 2010 and fills many roles
within our Licensed Products department.

Areas of Expertise
•
•
•

Project management
Market research
Artwork development

•
•

Client relations
Contract management

Employment History and Lottery Experience
Rheanna joined Pollard Banknote in 2010, bringing with her a wealth of experience from
Ashley Furniture, where she was an Assistant Category Business Manager. She was educated
at the University of Manitoba and the University of Winnipeg.

Responsibilities
•
•
•
•
•
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Ensure all promotional campaigns are executed in a timely fashion
Complete ongoing competitive analysis
Assist in the development and management of all promotional campaigns
Assist in completing market research for new brands
Act as point of contact between lotteries, internal marketing representatives,
licensors, and other parties
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DEBBIE JOY KYLLO
LICENSING COORDINATOR, LICENSED PRODUCTS
Debbie Kyllo has been with Pollard Banknote for more than a
decade. As a Licensing Coordinator, Licensed Products, she
specializes in marketing licensed properties to all of our lottery
clients. She also worked extensively with the New Jersey
Lottery as its marketing representative from 2001 to 2004.

Areas of Expertise
•
•
•

Licensed products
Contract management
Market research

•
•
•

Game development
Client relations
Artwork development

Employment History and Lottery Experience
Debbie Kyllo joined Pollard Banknote in 1998, gaining knowledge of our company and the
lottery industry as a buyer and then as a purchasing analyst. In April 2000, Debbie became
an Account Coordinator in our Marketing department and began working with many of our
U.S. clients—including Arizona, Kansas, Michigan, New Jersey, New York, and Virginia. A
promotion in November 2000 to the position of Account Executive gave Debbie the
opportunity to focus on our contracts with Arizona, Illinois, New Jersey, and Maryland. In
her current role as a Licensing Coordinator, Licensed Products, she specializes in marketing
licensed properties to all of our lottery clients. Debbie graduated from the University of
Manitoba in 1996 with a Bachelor of Commerce (Honors), majoring in Marketing and
Finance.

Responsibilities
•
•
•
•
•
•
•

Serve as an additional point of contact for the Lottery
Work closely with internal groups to coordinate all aspects of licensed game
production
Ensure tasks are performed correctly, to the preferences of the Lottery, and
synchronized with the production schedule and licensor guidelines
Management of all artwork, marketing collateral design, and requisite approval
process
Merchandise selection and fulfillment
Coordination of all publicity and promotional opportunities
Second chance draw management (including customer service, Internet marketing,
and post‐game analysis)
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JUANITA VAN NORMAN
LICENSING COORDINATOR, LICENSED PRODUCTS
Juanita has been with Pollard Banknote on and off for the past
10 years. As a Licensing Coordinator, she assists in obtaining
new licensed properties and selling licensed games to our
lottery customers.

Accomplishments and Achievements
•
•

Managed several large accounts over the years—fulfilling her customers’ needs and
expectations by successfully managing their game development
Frequently participates in the NASPL Annual Conference and is involved in
preparing materials, designing signage and communication pieces, and acquiring
talent for demos

Areas of Expertise
•
•
•

Licensed products
Contract management
Market research

•
•
•

Game development
Client relations
Artwork development

Employment History and Lottery Experience
Juanita joined Pollard Banknote in 1998 and spent many years providing marketing support
to the Golden Casket Lottery Corporation and to lotteries in Finland, Malaysia, Taiwan,
Switzerland, and Sweden.
In 2002, Juanita was promoted to Marketing Manager (Canada) and managed all product
marketing and sales efforts for several large accounts—including the WCLC, the OLG, and
the BCLC.
Recently, Juanita assumed responsibilities in the Licensed Products group as a Licensing
Coordinator and assists in marketing licensed properties to lotteries all over the world.
Prior to joining the company, Juanita worked as a paralegal for a large Manitoba law firm.
She holds a paralegal diploma.
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Responsibilities
•
•
•
•
•
•
•

Serve as an additional point of contact for the Lottery
Work closely with internal groups to coordinate all aspects of licensed game
production
Ensure tasks are performed correctly, to the preferences of the Lottery, and
synchronized with the production schedule and licensor guidelines.
Management of all artwork and marketing collateral design and requisite approval
process
Merchandise selection and fulfillment
Coordination of all publicity and promotional opportunities
Second chance draw management (including customer service, Internet marketing,
and post‐game analysis)
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JULIA ELIZABETH CLOUTIER
ACCOUNT EXECUTIVE
Julia Cloutier will serve as a social media expert for the Lottery
and is responsible for all elements related to this initiative. Her
primary focus is ensuring the Lottery’s complete satisfaction in
this area.

Expertise
•
•
•

Social Media
Game development
Project management

•
•
•

Sales and marketing
Strategy development
Research and development

Employment History and Lottery Experience
Julia joined Pollard Banknote in February 2008 after holding various positions centering on
customer service, most recently in Events Marketing at the University of Winnipeg. In this
role, she worked with advertising agencies, printers, and internal and external stakeholders
to develop university publications. She also assisted in the implementation of various
initiatives relating to event management, website development, strategic marketing, and
corporate sponsorship.
Since her arrival at Pollard Banknote, Julia has amassed a broad range of industry‐specific
sales and client relations experience within the social media realm. After just a year with the
company, Julia’s promotion to Account Executive formally acknowledged her increasing
value and the myriad contributions she’s made to Pollard Banknote and (most importantly)
her clients.
Julia graduated from the University of Winnipeg with a Bachelor of Arts (Honors) in Political
Science. Since her degree, Julia has continued to advance her educational interests, most
recently via her participation at the European Lottery University.

Responsibilities
•
•
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Social media expert for the Lottery
Maintain open lines of communication with internal teams to ensure accurate and
on‐time deliverables
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DONOVAN LEE YACIUK
WEB DEVELOPER
Donovan Yaciuk joined Pollard Banknote in May 2010. As a
member of our Lottery Management Services department,
specializing in information systems, he is responsible for the
development of interactive web content—including interactive
games—for the marketing of lottery products.

Areas of Expertise
•
•
•

Graphic arts
Animation
Video production

•
•
•

Web design
Computer graphics
Print layout and publication

Employment History and Lottery Experience
Donovan has done production work with various forms of digital media since 1998. Prior to
joining Pollard Banknote, he worked for 10 years as a Multimedia Specialist for
NaviPlan/Emerging Information Systems Incorporated, where he was responsible for
managing multiple, large‐scale websites.
As an independent artist, Donovan has restored comics for nearly every major comic book
publisher, including Marvel Comics, DC, Dark Horse, and Image. He also created new
corporate logos for two CHUM radio stations: Q94 FM (2002) and 1290 Starlight (2000).
Both logos were in use for several years and were featured on billboards, television
commercials, and promotional materials.
Donovan has a Bachelor of Fine Arts (Honors) degree from the University of Manitoba and is
working on completing his Web Site Development Certificate through Red River College.

Responsibilities
•
•

Responsible for the creative design and development of any promotional web pages
Create and produce interactive online games and content for the marketing of lottery
products
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MARKET RESEARCH & DATA ANALYSIS
Pollard Banknote brings a wide range of market research capabilities to the New York
Lottery’s instant game program. We recognize the value of research in ensuring the long‐
term success of instant games.
Whether primary or secondary in methodology, and whether conducted in‐house or
coordinated through an external agency, Pollard Banknote can organize market research in
many forms, depending on the question(s) or opportunity under investigation.
Please note: for detailed information regarding the marketing support services Pollard
Banknote is specifically proposing for the New York Lottery, we invite the Evaluation
Committee to consider our response to 4.6 Research and Product Development.
Specifically, please refer to the narrative entitled New YorkSpecific Market Research
Strategy.

PERSONNEL PARTICIPATION
Darren Michael Perche
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DARREN MICHAEL PERCHE
MANAGER, MARKET RESEARCH
Darren Perche’s resumé has been provided earlier in this
section within I. Full Time and Shared Staff Assigned to New
York.
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PRODUCT INNOVATION & DEVELOPMENT
Pollard Banknote is ready to stay a leader in supplying lotteries with new and innovative
products. Over the past 25 years in the industry, we’ve brought to our customers
innovations, flexibility, openness, and the willingness to come up with fresh ideas. We have
introduced innovations that have helped our customers generate incremental sales—and
which have become widely used in the industry.
Pollard Banknote also boasts a formal Research & Development Committee—a monthly
session comprised of marketing, technical, and production personnel from our multiple
facilities. The committee reviews proposed research, debates new product and game
concepts, and explores ways to improve existing processes.

PERSONNEL PARTICIPATION
Nancy Lynn Bettcher
Michael John Brickwood
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NANCY BETTCHER
DIRECTOR, PRODUCT INNOVATION & DEVELOPMENT
Bringing 17 years’ experience with Pollard Banknote, Nancy
Bettcher, in the newly created role of Director, Product
Innovation and Development, serves as the guiding force
behind our commitment to innovation.

Accomplishments and Achievements
•
•

•
•

As Director, Marketing, Nancy led the team responsible for the New Jersey Lottery
account, continuing our role as main instant game Vendor since 1996.
Led team to our first Primary Vendor award with the Maryland Lottery in 2006;
relocated to Baltimore temporarily to manage the transition and hire an on‐site
account manager.
Credited with numerous contract renewals for a variety of lottery clients.
Participated in the development, marketing, and sales of numerous Pollard Banknote
product initiatives.

Areas of Expertise
•
•
•
•

Sales and marketing
Management
Research and development
Project management

•
•
•
•

Customer relations
Strategy development
Market and product research
Merchandising and sales analysis

Employment History and Lottery Experience
Since Nancy joined Pollard Banknote in 1994, she has worked with lottery clients in the
United States, Canada, and overseas. She has directed the strategy, development, and
production of an extensive range of instant lottery games for our clients, gaining a keen
insight into the lottery industry. Formerly Director, Marketing, her focus has been on instant
products and marketing services.
Nancy has taken on sales and marketing responsibilities of increasing importance. As
Director, Marketing, she played a major role in our growth strategy for our U.S. customers.
Her responsibilities included higher‐level business relations with our North American
clients, and management of an internal marketing team responsible for some of Pollard
Banknote’s larger U.S. accounts. Her new designation of Director, Product Innovation and
Development, will ensure that our innovative product offerings are always developed with
the client’s needs foremost in mind.
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Responsibilities
Reporting to the Vice President, Sales and Marketing, Nancy will be responsible for directing
the development—from concept to commercialization—of product innovations to support
the growth of our valued clients. These innovations will include printing innovations, as well
as expansion of our offerings in related areas such as retail and promotions programs, and
web‐based and/or Internet applications that complement our current range of products.
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MICHAEL JOHN BRICKWOOD
SENIOR GAME PLANNER
Mike Brickwood has over 30 years of experience in the graphic
arts industry. He has a thorough understanding and hands‐on
skill in all aspects of offset printing, gravure printing,
flexographic printing, and silkscreen printing.

Accomplishments and Achievements
•
•

•

Heavily involved in Pollard Banknote’s initial start‐up and production of lottery
products
Developed several products that led to Pollard Banknote‐held patents, including
transparent latex, Fusion ® products, Scratch FX ® , fan‐folded pouches, and cardboard
dispensing systems
Past president of the Winnipeg chapter of Printing House Craftsmen

Areas of Expertise
•
•

Product development
Packaging

•

Printing

Employment History and Lottery Experience
Mike joined Pollard Banknote in 1977 and was a key member of the production team
responsible for producing our first instant ticket for the WCLC in 1985. He has held several
positions within Pollard Banknote over the years, including Assistant Plant Manager,
Supervisor of Pressroom and Bindery, and game planner.
As Senior Game Planner, Mike collaborates with all departments to gather and communicate
information related to the production of lottery tickets. He also works on the development of
new lottery products and acts as a resource for our marketing and manufacturing personnel
and, when required, for Lottery clients as well.

Responsibilities
•
•

Serve a consultative role for the Lottery in the area of research and development
Recommend specialty equipment as it relates to producing extraordinary Lottery
products
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INSTANT TICKET PRODUCTION, QUALITY ASSURANCE, AND ISO
COMPLIANCE & CORPORATE CONTROLS
The experience behind billions of tickets running smoothly on our advanced presses will be
on duty for New York Lottery production. Transforming research and development into
better, more efficient manufacturing methods, along with quality assurance initiatives, ISO
compliance initiatives, and corporate controls, help us improve the end products we deliver
to our valued customers.
Pollard Banknote has prospered as a manufacturer in the lottery industry for over two
decades because we understand that the assurance of quality is essential. Since printing our
first lottery tickets in 1985, we have been committed to implementing quality consciousness
in every aspect of ticket production. We know that production and pressroom innovations—
and incremental improvements in our quality control initiatives—can be as beneficial to our
customers as a hot new ticket design.

PERSONNEL PARTICIPATION (PRODUCTION)
Ypsilanti Facility
David Paul Colatriano
Dion Scott Grotkowski
Scott Thomas Stalker
Jim Michael Loy
David Joseph Thomas
Derek Victor Larose
Bay Reginald Auman

Winnipeg Facility
Scott William Wright
Bob Bruce Holmes
Greg Allan Hamilton
Laurie Anne Pierson
Sylvia Fedorchuck
Rheal Leo Joseph Lagasse
Kelvin Dan Martiniuk

PERSONNEL PARTICIPATION (QUALITY ASSURANCE)
Robert Leslie Stewart
Brett Charles Taylor
Please note: Brett Taylor’s resumé is presented within the Security component of this
section
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PERSONNEL PARTICIPATION (ISO COMPLIANCE & CORPORATE CONTROLS)
Darrell Raymond Ward
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DAVID PAUL COLATRIANO
VICE PRESIDENT, OPERATIONS
David Colatriano possesses more than two decades of senior
management experience at both the general management and
executive level. As Pollard Banknote’s Vice President,
Operations, he has corporate responsibility for the
Manufacturing, Pre‐Press, and Information Systems
departments at all of our instant ticket production facilities.

Accomplishments and Achievements
•
•
•

Completed two plant expansion projects for Vertis Incorporated, increasing capacity
potential by approximately $3.5 million
Led successful ISO 9001 and ISO 14001 registration at multiple plant sites
Published articles in various trade journals, focusing on marketing and process
improvement

Areas of Expertise
•
•
•

Management
Industrial engineering
Quality management

•
•

Marketing
Finance

Employment and Experience
Prior to joining Pollard Banknote, David was the General Manager of the direct marketing
division of Fry Communications, where he helped establish and build the company’s direct
marketing and digital printing division. Prior to that, David spent over 20 years with Vertis
Incorporated—one of North America’s largest printing firms—rising to the position of
Senior Vice President and General Manager, North America. As such, he led the company’s
direct marketing, fulfillment, pre‐media and large format, and coatings divisions, which
comprised 10 production facilities with 1,700 employees and boasted annual revenues of
$400 million.
David holds a Master of Business Administration from LaSalle University and a Master of
Science degree in Marketing from Temple University. He also holds a Bachelor of Science
degree in Industrial Engineering from the College of New Jersey.
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Responsibilities
David oversees the efforts of the following departments:
• Manufacturing
• Pre‐Press
• Information Systems
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DION SCOTT GROTKOWSKI
PLANT MANAGER (YPSILANTI)
Dion has worked with Pollard Banknote since 1995. He
oversees daily operations at our Ypsilanti plant and will ensure
efficient and compliant production of any New York Lottery
tickets manufactured at the facility.

Accomplishments and Achievements
•
•
•

Development of the Scratch FX ® process
Design and development of the lottery industry’s first automated finishing line
Involved in the development of several processes—which are either patented or
currently have a patent pending

Areas of Expertise
•
•

Manufacturing management
Process control/management

•

Process/product development

Employment History and Lottery Experience
Dion joined Pollard Banknote in May 1995 as a Plant Information Analyst and then served as
a Quality Assurance Manager.
He was promoted to Assistant Plant Manager of our Winnipeg facility in January 1997 before
being promoted to Plant Manager of the Ypsilanti facility in November 1999.
Dion holds a diploma (Honors) from the Northern Alberta Institute of Technology, which
enjoys a reputation for excellence among high‐tech industries in Canada and throughout the
world.
Dion’s training in Electronics Engineering Technology provides a diverse knowledge base of
principles in electricity, microcomputers, communications, and industrial electronics, and
has a solid grasp of how to apply these principles in addressing technical and scientific
problems in lottery ticket production.
In November 2008, Dion earned a BSc in Business/Management from the University of
Phoenix (with a GPA of 3.82).
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Responsibilities
•
•

Oversee daily operations at our Ypsilanti facility, including direction of five
departmental managers and responsibility for personnel decisions and requirements
Ensure efficient and compliant production of any New York Lottery tickets
manufactured at our Ypsilanti facility
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SCOTT THOMAS STALKER
PRODUCTION MANAGER (YPSILANTI)
As Production Manager for our Ypsilanti facility, Scott Stalker
oversees ticket production.

Accomplishments and Achievements
•
•
•

Bachelor of Science (Marketing, Printing) – Ferris State University
Played an integral part in the development of the Scratch FX ® printing process,
which enabled the company to put a holographic foil over scratch‐off
Worked on the team that developed the patent for printing registered holograms
(still in development)

Areas of Expertise
•
•

Scratch‐off ticket printing process
Pressroom management

•
•

Scratch FX ® technology
Process development

Employment History and Lottery Experience
Scott has a strong background in the printing industry dating back to 1986. As a high school
student that year, he participated in a co‐operative program that placed him as a layout
artist with Michigan printer Mitchell/Shear. He stayed with that company until 1989, when
he joined Malloy Lithographing (a book manufacturing company) as a scheduling assistant.
Promotions in 1994 and 1999 saw Scott take on supervisory responsibilities in Malloy’s pre‐
press group and pressroom.
Scott joined Pollard Banknote in October 2000 as a Production Coordinator. He was
promoted to Production Manager in April 2003.

Responsibilities
•

•
•
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Responsible for overseeing ticket production at our Ypsilanti facility, from raw
materials ordering through delivery of the finished ticket to ensuring the product is
shipped
Ensure print jobs are completed on schedule and in a timely manner
Develop process improvements to continually upgrade Pollard Banknote’s quality
and service

Project Management and Staffing

RFP No.: C110001

Project Management and Staffing…

JAMES MICHAEL LOY
FINISHING MANAGER (YPSILANTI)
Jim Loy has been with Pollard Banknote since 2001 and is
responsible for quality control protocols involved in the
finishing process.

Areas of Expertise
•
•
•

Quality control
Motoman robotic operator certification
ISO internal auditor

Employment History and Lottery Experience
Jim joined Pollard Banknote as Finishing Manager of the Ypsilanti plant in 2001. Prior to
this, he worked at Malloy Lithographing for more than a decade as a folder operator,
ultimately running that company’s Timson web press (the first Timson press in the U.S.).
Jim also spent three years with the 82 nd Airborne Division of the U.S. Army.

Responsibilities
•
•

Responsible for quality control in the finishing process
Manage and coordinate activities for 75 employees
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DAVID JOSEPH THOMAS
PRE‐PRESS MANAGER (YPSILANTI)
As Pre‐Press Manager, Dave Thomas oversees production of a
game from customer approval of a ticket design through to the
game running on the presses.

Accomplishments and Achievements
•
•
•
•

Designing for Successful Flexographic Printing – The University of Wisconsin, Center
for Continuing Engineering Education
Excelling as First Time Supervisor – Fred Pryor Seminars
Supervisory Training – Washtenaw Community Collage, Business & Industry Services
Safety Audits/Accident Investigation Seminar – Michigan Chamber of Commerce

Areas of Expertise
•
•
•

Color management
Process control
Four‐color process printing

•
•

Research & development
Color approval/press check

Employment History and Lottery Experience
Dave draws on more than 20 years of experience in lottery, commercial, and direct response
printing. Over this time he has steadily taken on positions of increasing responsibility with
Webcraft Games and then Pollard Banknote. He has held a variety of positions with the two
companies, including Assistant Pressman, Pressman, and Customer Service Representative.
In his current position, Dave oversees a group that produces approximately 30 games per
month.
Dave’s formal training includes completion of Flexographic Technical Association (FTA)
courses. The FTA is the leading technical society dedicated solely to the flexographic
printing industry. The FTA promotes, develops, and maintains the advancement of
flexography with an emphasis on quality standards. He has also completed courses through
the Graphic Arts Technical Foundation (GATF), an organization whose mission statement is
“to serve the graphic communications community as the leading resource for technical
information and services through research and education.”
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Responsibilities
•
•
•

Responsible for overseeing production of a game from customer approval of a ticket
design through to the game running on the presses
Supervising three Pre‐Press groups (technical artists, game planners, and
proofreaders)
Maintaining regular contact and precise communications with personnel in both our
Marketing and Manufacturing departments
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DEREK VICTOR LAROSE
PRESSROOM MANAGER (YPSILANTI)
Derek joined Pollard Banknote in 1993 and is responsible for managing the night production
schedule for the presses and managing related personnel.

Areas of Expertise
•
•

Manufacturing operations
Quality improvement

Employment History and Lottery Experience
Derek Larose has a variety of press experience in a number of Pollard Banknote facilities.
Derek first joined Pollard Banknote as a press operator in the Barrhead facility in September
1993 before transferring to the Winnipeg plant in November 1996. In April 2000, he was
promoted to Special Project Coordinator for the process development of the laminator
before transferring to the Ypsilanti facility three months later.
In April 2001, Derek held the position of Comco Operator before being promoted to
Pressroom Lead Hand in December 2002—and ultimately Pressroom Manager in April 2003.
Prior to joining Pollard Banknote, Derek worked as a press operator for Dittler Bros. from
1991 to 1993, printing tickets for lotteries in Quebec and Ontario.

Responsibilities
•
•
•
•
•
•
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Managing the day‐to‐day production schedule of the night shift
Personnel management
Process improvement
Color approvals
Press troubleshooting
Inventory control
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BAY REGINALD AUMAN
PRESSROOM MANAGER (YPSILANTI)
Bay joined Pollard Banknote as a Pressroom Manager in April 2008 and is responsible for
managing the daily production schedule for the presses and managing related personnel.

Areas of Expertise
•
•

Manufacturing operations
Quality improvement

Accomplishments and Achievements
•
•
•
•
•
•

Graduated from the Dale Carnegie Leadership Program
Certified ISO 9001 Qualified Management System Auditor
Certified ISO 14001 Environmental Auditor
Certified GATF Lithograph Operator
Harper Anilox Auditor
Webcraft University Operator Certification

Employment History and Lottery Experience
Prior to joining Pollard Banknote, Bay spent two years as Pressroom Manager for William
George Printing Hope Mills in North Carolina, where he was responsible for pressroom
quality management. This included introducing new ISO 9001 procedures and OSHA safety
procedures, implementing new inline folding equipment, and overhauling procedures to
increase productivity. Prior to this, Bay spent 14 years as a Lithographic/Flexographic Lead
Operator with Vertis DMS‐Webcraft Technologies in Chalfont, Pennsylvania. During this
time, he was the lead operator for 10 triple‐web, inline lithographic and flexographic
presses, ensured that OSHA, ISO 9001, and ISO 14001 standards were met, and was
instrumental in meeting the criteria that allowed the company to be named one of Fortune
500’s best places to work in 2001‐2002. Prior to this, he also spent a year as an Ink
Coordinator with Paramount Packaging in Pennsylvania.

Responsibilities
•
•
•
•
•
•

Manage the day‐to‐day production schedule
Personnel management
Process improvement
Color approvals
Press troubleshooting
Inventory control
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SCOTT WILLIAM WRIGHT
ASSOCIATE DIRECTOR, MANUFACTURING (WINNIPEG)
Scott Wright offers over 19 years of experience with Pollard
Banknote. As Associate Director, Manufacturing (Winnipeg), he
manages numerous areas within Pollard Banknote related to
the manufacturing function, including materials management,
scheduling, and process engineering, among others.

Areas of Expertise
•
•

Manufacturing management
Process control/management

•
•

Process/product development
Project management

Employment History and Lottery Experience
Scott has been with Pollard Banknote since 1991. He is a certified industrial engineer and
received his third‐class power engineering certificate in 1989. Scott began as Maintenance
Engineer and then was our Instant Ticket Line Supervisor for two years.
Scott transferred to Pollard Banknote’s Winnipeg facility in 2010. As Associate Director,
Manufacturing (Winnipeg), Scott is currently responsible for several production functions
from pre‐press activities through to shipping, and he also assists in overseeing production of
all instant tickets at our Winnipeg‐based plants.

Responsibilities
•
•
•
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Work closely with the Account Representative to ensure that this individual is fully
informed at all times regarding the status of all products
Directly involved in ensuring tickets are manufactured to the client’s requirements
and standards
Ensure the timely production and delivery of all tickets at our Winnipeg facilities
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ROBERT (BOB) BRUCE HOLMES
PRODUCTION MANAGER, 1499 BUFFALO PLACE
Bob Holmes possesses over 24 years of experience with Pollard
Banknote. As Production Manager, 1499 Buffalo Place, Bob is
responsible for the overall printing of the lottery tickets—from
base printing to folded products—produced at our 1499
Buffalo Place facility in Winnipeg,.

Areas of Expertise
•
•

Instant ticket printing process
Pressroom management

•
•

Manufacturing operations
Process development

Employment History and Lottery Experience
Bob has been with Pollard Banknote since 1986. Over the years, he has been a supervisor in
the pull‐tab department and instant line and worked on a wide variety of presses. In 1997,
he became a Production Technician in Winnipeg and in 1999 moved to Kamloops in the same
capacity. In 2000, he was promoted to Instant Line Production Manager in Kamloops. In
2010, Bob transferred back to Winnipeg where he assumed the role of Production Manager,
1499 Buffalo Place.
Bob holds a Business Administration Certificate with a major in Management from Red River
College.

Responsibilities
•

•
•

Responsible for overseeing ticket production at our 1499 Buffalo Place facility, from
raw materials ordering through delivery of the finished ticket to ensuring the
product is shipped
Ensure print jobs are completed on schedule and in a timely manner
Develop process improvements to continually upgrade Pollard Banknote’s quality
and service
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GREG ALLAN HAMILTON
PRODUCTION MANAGER, PRESSROOM 140
Greg Hamilton offers 26 years of printing experience and
oversees ticket production from base printing to folding at our
new Winnipeg facility at 140 Otter Street, which houses our
CAD$13 million inline press.

Accomplishments and Achievements
•
•

Basic Flexography, Manitoba Institute of Management
CIM Graduate, University of Manitoba

Areas of Expertise
•
•

Flexographic printing
Continuous improvement

Employment History and Lottery Experience
Pollard Banknote has employed Greg Hamilton since 1985, initially as a machine operator
for six years until being promoted to Production Supervisor for the flexographic and
silkscreen presses. In November 1999, Greg was appointed Production Manager for the
Winnipeg plant. Via a subsequent promotion in 2009, Greg assumed the role of Production
Manager, Pressroom 140, which puts him in charge of ticket production occurring on the
inline press at our new Winnipeg facility located at 140 Otter Street.
In addition to 25 years of printing experience, Greg has a Certificate in Basic Flexography
from the Manitoba Institute of Management and has completed Level I and Level II courses
in Visual Basic 5.0 programming. He received a Certificate in Management in 2002.

Responsibilities
•
•
•
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Oversee ticket production from base printing to folding
Responsible for ensuring jobs are completed on schedule and in a timely manner
Responsible for developing process improvements to continually upgrade Pollard
Banknote’s quality and service
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LAURIE ANNE PIERSON
PRODUCTION MANAGER, FINISHING
Laurie Pierson has been with Pollard Banknote for the past 29
years. As Production Manager, Finishing, Laurie oversees all
finishing‐related processes, press‐related projects, and
participates in the development of new products.

Areas of Expertise
•
•
•

Imaging
Folding
Cartoning

•
•
•

Sheeting
Cutting
Quality control

Employment History and Lottery Experience
Laurie Pierson joined Pollard Banknote in 1981. She has gained a wide range of experience
in ticket manufacturing thanks to duties as a platemaker and a bindery worker, as well as
positions of increasing responsibility in our pre‐press, laser printer, high‐speed imager, and
packaging and cartoning areas. As a result of this experience, Laurie has first‐hand
knowledge of different aspects of manufacturing and is able to apply this experience on the
plant floor to ensure efficient ticket production.
Laurie’s promotion in 2010 to Production Manager, Finishing, puts her in charge of all
aspects related to the finishing process.

Responsibilities
•
•
•
•

Oversee finishing‐related processes
Order supplies, schedule employees, implement procedural updates, and ensure
compliance to health and safety standards
Responsible for ensuring jobs are completed on schedule and in a timely manner
Responsible for developing process improvements to continually upgrade Pollard
Banknote’s quality and service
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SYLVIA FEDORCHUK
FINISHING SUPERVISOR
Sylvia Fedorchuk has been with Pollard Banknote since 1990.
As Finishing Supervisor, Sylvia helps oversee all aspects related
to the finishing process. This includes ensuring that customer
specifications are always being met, maintaining health and
safety standards within her area of responsibility, and playing a
leading role in developing future methods of efficiency to
benefit all areas of the Finishing department.

Accomplishments and Achievements
•

Member of the production team that developed the company’s original Machine
Vision Inspection system

Areas of Expertise
•
•
•
•

Vision scanning
Inspection
Packaging
Label Creation

•
•
•
•

Cartoning
Game set‐ups
Inserts
Bunch folder

Employment History and Lottery Experience
Sylvia’s lottery‐related experience began in 1990 as a quality control inspector at Pollard
Banknote, a position she held for several years. After that, she accepted a series of new
positions within the company that brought with them escalating levels of responsibility—
ranging from Finishing Lead Hand and Senior Vision Operator to Bunch Folder Operator and
now Finishing Supervisor.

Responsibilities
•
•
•
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Assist in maintaining care and control of the Finishing department
Make certain customers requirements are consistently met
Develop and incorporate new efficiencies for execution across all aspects of the
finishing process
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RHÉAL LEO JOSEPH LAGASSE
PRESS SUPERVISOR
As Press Supervisor, Rhéal is instrumental in ensuring that
production is completed on time and according to the standards
of the Lottery and Pollard Banknote.

Accomplishments and Achievements
•

WHMIS training, posture training, and Work Safe certificate

Expertise
•
•

Forklift operation
Inventory control

•
•

Quality control
Personnel management

Employment History and Lottery Experience
Rhéal joined Pollard Banknote’s Winnipeg plant in 1984. Following the construction of our
former Kamloops facility, he was recruited to manage that plant’s sheetfed line—which
manufactured pull‐tab tickets for the British Columbia Lottery Corporation and the Alberta
Legion.
In May 2009, Rhéal was promoted from Pull‐tab Supervisor to Press Supervisor and assumed
responsibility for the instant ticket production line.
In 2010, Rhéal transferred back to our Winnipeg facility, where he continues in his current
role as Press Supervisor.

Responsibilities
•
•
•
•
•

Game sign‐offs
Order raw materials
Ensure weekly preventative maintenance is conducted on equipment
Supervise the day‐to‐day activities of his team
Schedule employees, implement procedural updates, and ensure compliance to
health and safety standards
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KELVIN DAN MARTYNIUK
CORPORATE SHIPPING COORDINATOR
Kelvin has over a decade of experience with Pollard Banknote.
As Corporate International Shipping Coordinator, he is
responsible for coordinating the safe transportation of finished
products from Canada to its final destination.

Employment History and Lottery Experience
Kelvin joined Pollard Banknote in 1999 and has worked on several transportation,
distribution, customs, and security projects. Before joining Pollard Banknote, Kelvin worked
for Emery Worldwide Freight Services as an operations supervisor for 10 years.
Kelvin Martyniuk graduated from Red River College in 2005 with a certificate in
Transportation and Distribution Management. Kelvin is also certified by the Canadian
Institute of Traffic and Transportation (CITT) and obtained his Certificate in Logistics
(CLOG) designation from the University of Manitoba. As well, he is an associate member of
the Chartered Institute of Logistics and Transportation (AMCIT) based in the United
Kingdom.

Responsibilities
•
•
•
•
•
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Ensure timely preparation of all transportation documents
Research the best route and mode of transportation for each shipment
Ensure the delivery of products according to specifications
Assist in making sure all security measures are implemented
Identify areas of concern and create the appropriate changes in a safe and timely
manner

Project Management and Staffing
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ROBERT LESLIE STEWART
VICE PRESIDENT, MANUFACTURING
Bob Stewart brings over 20 years of lottery experience and has
managed manufacturing operations at Pollard Banknote plants
in the U.S., Canada, and Europe. He has been an integral part of
the growth Pollard Banknote has experienced over the years,
going from a small, private, family‐owned business to the
second‐largest instant ticket producer in the world.

Accomplishments and Achievements
•

Managed Pollard Banknote printing facilities in the U.S., Canada, and Europe

Areas of Expertise
•
•
•

Manufacturing management
Packaging
Printing

•
•

Human resources
Finishing

Employment History and Lottery Experience
Bob joined Pollard Banknote in 1988 as Vice President, Human Resources and Corporate
Development. Within six months, he was promoted to Vice‐President, Manufacturing at
Pollard Banknote’s Winnipeg facility.
In 1996, Bob took on the role of Managing Director of Imprimerie Speciale du Banque in
France, where he managed the transition of the plant to Pollard Banknote ownership.
Following his return to Canada in 1998, Bob accepted responsibility for our plants in
Winnipeg and Barrhead. His responsibilities were subsequently expanded to include other
Pollard Banknote manufacturing facilities and support services.
Bob is currently responsible for manufacturing in our Barrhead, Sault Ste. Marie, and Council
Bluffs plants. In addition, he is responsible for our corporate quality, health and safety,
environment, security, scheduling, and human resources functions.
Prior to joining the company, Bob managed an agency in the voluntary sector. He holds a
Master of Business Administration and a Bachelor of Social Work, both from the University
of Manitoba.
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Responsibilities
•

•
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Responsible for Pollard Banknote’s Canadian printing facilities in Barrhead, and
Sault Ste. Marie, as well as our Council Bluffs (American Games) facility in the United
States
Responsible for corporate quality, health and safety, environment, security,
scheduling, and human resources functions.

Project Management and Staffing
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DARRELL RAYMOND WARD
DIRECTOR, QUALITY, SAFETY & ENVIRONMENT
Darrell Ward has been with Pollard Banknote for the past 24
years. As Director, Quality, Safety & Environment, he developed
Pollard Banknote’s Corporate Quality Management System
(certified ISO 9001) and has been awarded Best in
Manufacturing/Most Innovative from North American
Occupational Safety & Health (NAOSH) for the past four years.

Accomplishments and Achievements
•
•
•
•
•
•

Developed Pollard Banknote’s Quality Management System
Multiple winner of the NAOSH Award
Certified Qualified Management System Auditor
Quality Management Systems, Crosby Management College (Mississauga, Ontario)
Quality Education System, Facilitator Training, Crosby Management College
(Mississauga, Ontario)
Senior member of the American Society for Quality (ASQ)

Areas of Expertise
•
•

Quality management systems
Audit management

•

Training and development

Employment History and Lottery Experience
Darrell joined Pollard Banknote in 1986 as a game planner. Within two years he was
promoted to Forensic Lab Manager, and in 1990 he was appointed Corporate Quality System
Manager. Over the years, his role and responsibilities in this capacity expanded
considerably, and his promotion to Director, Quality, Safety & Environment reflects this
evolution.
In his current position, Darrell created the Corporate Quality Management System, certified
ISO 9001:1994, which he later helped upgrade to ISO 9001:2000 and ISO 9001:2008. He also
participated in the development of safety programs certified OHSAS 18000. Darrell serves as
a lead auditor of quality, safety, and the environment for Pollard Banknote’s production
facilities located respectively in Alberta, Manitoba, and Michigan
Darren received his training in Quality Education System from Crosby Management College
in Mississauga, Ontario. He is a senior member of the American Society for Quality (ASQ) and
a multiple winner of the NAOSH Award. Canada’s House of Commons presented Darrell with
the community award in recognition of his outstanding community development initiatives.
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Responsibilities
•
•
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Ensure that the entire ticket manufacturing process complies with the ISO
9001:2008 standards and environmental regulations.
Work with other departments to minimize any ticket incidents and keep the account
team updated on the latest developments in the realm of quality control

Project Management and Staffing
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SECURITY
Pollard Banknote acknowledges the importance of security for production, including critical
stages of production. Security is built into every element of our operations, from the
moment an individual becomes an employee, through all points of access and egress to our
facilities, in the way work areas are divided, and in the performance of our products in the
marketplace. Quite simply, to manufacture lottery tickets effectively and to prosper as a
supplier of these products is to address the absolutely vital need for security. Our security
plan integrates design, people, and systems. It is always evolving so we can strengthen
security in the following, all of which ensure security in ticket production:

FACILITIES
Our policies, the presence of personnel whose exclusive focus is security, and advanced
systems for access control, alarms, locks and keys, surveillance, and identification all help
keep our facilities secure.

GAME PRODUCTION
In producing billions of secure lottery tickets, we have set up many safeguards to ensure
security. These guide us in printing plate production, game data programming, imaging, and
all other aspects of production.

TICKET DESIGN, FEATURES
Tickets must be secure before they reach the market. This drives us to take great care in
accepting raw materials, designing tickets, and inspecting the final product. Our in‐house
security lab tests and fortifies tickets to withstand ever‐changing invasion tactics.

PERSONNEL PARTICIPATION
Game Security
Brett Charles Taylor
Andy John Wojtowicz (Winnipeg)
Joanne Denise Unrau (Ypsilanti)

Physical Plant Security
Eric James Hrycyk
Bruce Robert Vokey (Winnipeg)
Lance Williams (Ypsilanti)
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BRETT CHARLES TAYLOR
CORPORATE LAB MANAGER
Brett has been with Pollard Banknote since 2001. He manages a
department of 33 and implements programs and procedures to
maintain a high standard in testing techniques and processes
for production.

Areas of Expertise
•
•

Ticket security
Research and development

•
•

Raw material quality control
Ticket printing formulations

Employment History and Lottery Experience
Brett Taylor holds an honors degree in Chemistry. He joined Pollard Banknote in January
2001, and oversees the laboratories located within our manufacturing facilities. Prior to
joining Pollard Banknote, Brett spent 10 years with the Bayer Group as a Technical
Specialist, Paper Chemicals, providing technical support and product sales to customers in
North America and Asia. Brett has an extensive background in paper products, particularly
in the formulations of paper and paperboard that improve print quality and other
performance characteristics.

Responsibilities
•
•
•
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Act as an independent auditor to evaluate, assess, and report on the Lottery’s tickets
in production
Coordinate and standardize test procedures used at all Pollard Banknote
laboratories
Oversee research and development projects

Project Management and Staffing
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ANDREW JOHN WOJTOWICZ
SENIOR SECURITY CHEMIST
Andy Wojtowicz has worked with Pollard Banknote for the past
16 years and has over 30 years of experience in the chemistry
field. As Senior Security Chemist, Andy is responsible for the
security reviews of ticket designs and the establishment of
internal security procedures for the evaluation of instant and
break‐open tickets.

Accomplishments and Achievements
•
•
•
•

Invented and patented "An Apparatus for Calibrating Conventional pH and/or
Specific Ion Measuring Instruments" (1988)
Member, Chemical Institute of Canada
Member, Association of Official Analytical Chemists
Member, Canadian Society of Forensic Sciences

Areas of Expertise
•
•

Security test procedures
Infrared examination procedures

•
•

Anti‐forgery security
Forensic testing procedures

Employment History and Lottery Experience
Andy began his professional career as an analytical chemist in 1977, with National Testing
Laboratories, a Winnipeg‐based, privately owned testing laboratory. Prior to joining Pollard
Banknote in 1992, Andy was also employed by the Manitoba Research Council, currently
known as the Industrial Technology Centre (Western Canada Lottery Corporation’s
independent testing lab), where he was responsible for the establishment of a security
testing laboratory specifically designed to evaluate lottery‐related products. He developed
many of the security testing procedures currently used in the evaluation of lottery tickets.
As Senior Security Chemist, Andrew is involved in the research and development of new
processes and products, and in the establishment of security testing procedures for lottery
and pull‐tab tickets. His responsibilities also include the supervision of lab Technicians who
conduct security evaluations and design security features for our lottery tickets.

Responsibilities
•

Serve as an independent auditor to evaluate, assess, and report on the Lottery’s
tickets in production
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JOANNE DENISE UNRAU
LAB MANAGER (YPSILANTI)
Joanne has worked with Pollard Banknote since 1994. As Lab
Manager, she manages overall lab operations at our Ypsilanti
facility and is heavily involved in various research and
development projects.

Accomplishments and Achievements
•

Increased efficiency within her department in Ypsilanti, resulting in a cost savings of
over $100,000 per year

Areas of Expertise
•
•

Research and development
Management and training

•

Ticket security

Employment History and Lottery Experience
Joanne began her career with Pollard Banknote as a lab technician at our facility in
Barrhead, Alberta. In 1999, she took on the position of Lab Manager at our former Kamloops
facility. During her tenure as Lab Manager at this plant, Joanne was extensively involved in
the expansion of the facility and the subsequent training of new staff.
Currently, as Lab Manager at our Ypsilanti plant, Joanne provides supervision of lab
technicians, including selection, training, and daily work scheduling. She also participates in
research and development trials, including monitoring press conditions, evaluating tickets,
and writing reports on the trials.

Responsibilities
•
•
•
•

302

Provide ticket security evaluation during all steps of the Lottery’s ticket production
in Ypsilanti
Ensure that the Lottery’s instant ticket needs are met for each game (pertaining to
security testing)
Ensure all requests from the Lottery concerning new designs are monitored
Provide Design Review evaluations
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ERIC JAMES HRYCYK
DIRECTOR, CORPORATE SECURITY
As Director, Corporate Security, Eric is responsible for the
physical security of all Pollard Banknote facilities. He will work
with security staff at all facilities to ensure all aspects of
physical security relating to production of the Lottery’s tickets.
This includes the security of product shipment and delivery.

Accomplishments and Achievements
•
•
•
•
•

Certificate, Secure Facility Design – American Association of Chiefs of Police
Lecturer, Federal Disaster Management College – Arnprior, Ontario
Led the C‐TPAT Certification of Pollard Banknote facilities
Executive member of ASIS (largest security organization in the world) since 2002
Directed the complete renovation of the Winnipeg Public Safety Building

Areas of Expertise
•
•
•
•
•

Electronic access control
Secure facility design
Disaster planning
Physical security protocol
Critical incidents response

•
•
•
•
•

CCTV/Digital recording
Gaming investigation
Emergency response
Loss prevention
Security training

Employment History and Lottery Experience
Eric Hrycyk joined Pollard Banknote in 2002. In 1999, following 28 years of service with the
Winnipeg Police Service (his final 10 years at a senior management level), Eric retired as an
Inspector. Eric’s experience with the police force included criminal investigation, drug
investigation, and serving as the officer in charge of all specialty services, such as emergency
response (SWAT), disaster response, and surveillance.
From 1999 until his hiring at Pollard Banknote, Eric offered his services to public and
private entities as a security consultant. His clients included the Government of Canada, the
Government of Manitoba, the Czech Republic, as well as IBM Canada, major shopping
complexes across North America, and Canada’s Federal Virology Lab. Eric has also served on
the executive management team of the Winnipeg Community and Long Term Care Authority
as Director, Emergency Preparedness, and served as a Consultant, Emergency Management,
with Optimal Solutions Inc.
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Responsibilities
•
•
•
•
•
•
•
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Responsible for the physical security of all Pollard Banknote facilities
Work with security staff at all facilities to ensure all aspects of physical security
relating to production of the Lottery’s tickets
Ensure the security of product shipment and delivery for all facilities
Ensure security in game balancing process
Ensure security during ticket reconstruction
Provide 24‐hour point of contact for all security concerns, both internally and for
our lottery customers
Manage the security of instant tickets from conception to delivery

Project Management and Staffing
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BRUCE ROBERT VOKEY
SENIOR SECURITY OFFICER (WINNIPEG)
As the Senior Security Officer at our Winnipeg facility, Bruce
assumes responsibility for the day‐to‐day security concerns
involving all facets of Pollard Banknote’s Winnipeg operations.

Accomplishments and Achievements
•
•
•
•

Member of ASIS International since 2003
Managing Your Security Program, Security Training Group, Inc. (2005)
Reid Interview and Interrogation Techniques, Reid & Associates (2005)
Reid Advanced Interview and Interrogation Techniques, Reid & Associates (2006)

Areas of Expertise
•
•
•
•
•

Electronic access control
Secure facility design
Disaster planning
Physical security protocol
Critical incidents response

•
•
•
•
•

CCTV/Digital recording
Gaming investigation
Emergency response
Loss prevention
Security training

Employment History and Lottery Experience
Before joining Pollard Banknote in April 2003, Bruce Vokey served with the Winnipeg Police
Service for 26 years. The last 20 years were at a supervisory level: six years as a training
officer working one‐on‐one with new police officers and 14 years as a shift supervisor
guiding the work of between 20 and 30 police members.
Since joining Pollard Banknote, Bruce has immersed himself in the Access Controls and
Security concepts particular to the Winnipeg facility. He has also been responsible for
training Winnipeg security staff and has assisted in the development and implementation of
numerous security policies and procedures—as well as a full set of disaster plans.

Responsibilities
•
•

Responsible for day‐to‐day security concerns involving all facets of Pollard
Banknote’s Winnipeg operations
Ensure physical plant security and the safeguarding of manufactured products
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LANCE TERRY WILLIAMS
SECURITY MANAGER (YPSILANTI)
Lance has been with Pollard Banknote since 2006 and is
responsible for all aspects of security surrounding customer
and company assets, as well as the personal safety of all
employees and visitors.

Accomplishments and Achievements
•
•
•

Improved communications between shifts by establishing a pass‐down protocol
Trained staff in Emergency and Critical Incidents Response
Member, ASIS (International Advance Security Worldwide)

Areas of Expertise
•
•

Physical security protocol
Critical incidents response

•
•

Loss prevention
Security training

Employment History and Lottery Experience
Lance Williams has extensive law enforcement experience acquired through a long career at
the Detroit Police Department (1973‐2004). During his 3l years of service, Lance assumed a
variety of roles that included commanding a 200‐officer precinct and responding to all
critical incidents as a Police Inspector.
Lance joined Pollard Banknote in 2006 after working for Technicolor Home Entertainment
Services in the position of Supervisor for its Loss Prevention Department.
Lance graduated Magna Cum Laude from Eastern Michigan University in 1997, receiving a
Bachelor of Science degree in Public Safety. In 2002, he was awarded a Masters of Liberal
Studies degree in Interdisciplinary Technology Management by the same university.

Responsibilities
•
•
•
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Responsible for the physical security of the Ypsilanti facility, as well as for the safety
of all employees and visitors
Conduct background checks and investigations to ensure a hazard‐free environment
Serve as a liaison between Pollard Banknote and the local law enforcement authority
and fire department
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4.5 SUBCONTRACTORS
As a full‐service supplier, Pollard Banknote does not intend to utilize subcontractors during
the contract term to fulfill any of the requisite obligations relating to this RFP.
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4.6 RESEARCH AND PRODUCT DEVELOPMENT
In order to keep the binders housing our entire submission within manageable size limits,
this section has been answered in full within the separate binder entitled Volume I –
Technical Proposal (4.6 Research and Product Development). We trust this approach
meets with the Evaluation Committee’s approval.
As indicated within 7. Trade Secrets or Competitive Information, Pollard Banknote has
declared confidential our response to this entire section. The specific statutory basis for our
claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The research‐ and development‐related disclosures comprising our response to this section
constitute Pollard Banknote trade secrets used to further a business advantage over
competitors who do not know or use it, and the disclosure of which would injure Pollard
Banknote in the marketplace.

RFP No.: C110001

Research and Product Development

309

Research and Product Development…

This page intentionally left blank.

310

Research and Product Development

RFP No.: C110001

Ticket Production and Distribution…

4.7 TICKET PRODUCTION AND DISTRIBUTION
WHAT’S COMING UP: OUR RESPONSE TO 4.7 TICKET PRODUCTION
AND DISTRIBUTION
Pollard Banknote’s response to this section of the RFP covers all aspects of the requirements
noted therein. For ease of navigation purposes, we’ve chosen to divide our comprehensive
answer to this section into the primary areas noted below.
The five principal components that comprise our response to 4.7 Ticket Production and
Distribution are as follows:

I. METHODS OF PRINTING AND PRODUCTION
In order for the Evaluation Committee to most effectively assess our production ability—
including ticket colors, graphics, play data imaging, registration, overall clarity, printing,
appearance, etc.—a thorough examination of our production environment is imperative.
Pollard Banknote provides a highly efficient (and flexible) production process, which is
explained in detail within the following seven narratives.
1.
2.
3.
4.
5.
6.
7.

Raw Materials Inspection
Ticket Manufacturing: PreProduction Protocols
Instant Ticket Production Process Flowchart
Production Process: Essentials and Benefits
Investment to Move Ahead
Production Process Innovations
Production Specifics Raised in the RFP

II. QUALITY CONTROL AT POLLARD BANKNOTE
No discussion of printing and production methods would be complete without a
complementary investigation into quality control. At Pollard Banknote, quality is always a
key ingredient within our product mix. The six narratives that talk about our dedication to
unrivalled quality control are summarized as follows:
1.
2.
3.
4.
5.
6.

Quality Control Considerations
Quality Control: Essential Elements Illustrated
Confidential Quality Control Reports
Introduction to Procedures and Forms
Data Processing Software Sample
Pollard Banknote’s Audit Program
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III. ENVIRONMENTAL RESPONSIBILITY: INNOVATION DONE RIGHT
The phrase “state of the art” typically refers to the most current production technology
available, but it also means employing the most environmentally friendly methods
available—without compromising quality, security, and marketability. Within this narrative,
Pollard Banknote proudly relates our considerable efforts to stay ahead of the innovation
curve in this critical, if sometimes unheralded area.

IV. PRESENTING A SPECIFIC APPROACH TO THE NEW YORK MARKET
Game design doesn’t take a backseat at Pollard Banknote. We’ve got a graphic arts heritage
that stretches back over 100 years, so it should come as no surprise that how our products
look is of paramount importance to us—and to our valued clients. We pride ourselves in our
high quality art, but before we present the 10 concepts for your review, we think it’s
important to familiarize the Evaluation Committee with our company’s instant ticket design
and development environment. In so doing, we trust the emphasis we place on a game’s
aesthetic concerns is better understood and appreciated.

V. EXAMPLES OF 10 GAME DESIGNS
To demonstrate our ability to meet the Lottery’s expectations for player appeal, graphic
presentation, play value, and creativity, we have submitted within this last component the
10 ticket designs noted in the chart below. These designs are also part of our comprehensive
product plan found in 4.6 Research and Product Development (see New York Lottery
Specific Product Plan). Therein, we have expanded on the features of each offering and
included a few promotional programs to coincide with the launch to demonstrate our
strength as a promotional partner for the New York Lottery.
GAME NAME
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PRICE POINT

1. Happy Holidays

$1

2. Let it Snow

$2

3. Star Trek

$2

4. Aces High

$5

5. Cash Explosion

$5

6. Golden Wishes

$5

7. Happy Mother’s Day

$5

8. Super 7s Slots

$5

9. $1,000,000 Cashword

$10

10. Diamond Doubler

$10

Ticket Production and Distribution
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I. METHODS OF PRINTING AND PRODUCTION
On the ensuing pages, we present a collection of narratives designed to address the printing
methods (and associated concerns) we employ in the manufacture of instant tickets.
Because any discussion of printing methodology must necessarily involve a description of
our production process, we first offer up a series of several narratives designed to
familiarize the Evaluation Committee with the way Pollard Banknote operates in this regard.
Following these discussions, Pollard Banknote presents an assortment of investment‐ and
innovation‐related information. Via this pair of compelling essays, we demonstrate how
focused leadership in these complementary areas has resulted in continued success for the
company—and for our dedicated, highly skilled employees—thanks to our combined efforts
to always stay one step ahead of our competitors when it comes to bringing to market the
kinds of compelling offerings our customers (and their players!) actually want.
And of course, should any new developments happen in this regard throughout the term of
any contract resulting from this RFP, Pollard Banknote is committed to sharing these
advances with the New York Lottery as expeditiously as possible.
Our response to this section concludes with a discussion of many of the production‐specific
issues raised in the RFP document. Here, we’ll discuss random distribution, control of
winning tickets, packaging, ticket stock, and transportation‐related concerns, for example—
as well as a few additional areas of interest we trust the Evaluation Committee would
appreciate being made aware of.
If there’s one take‐away we hope to leave our evaluators with, it’s this: without reservation,
Pollard Banknote has the equipment, expertise, and experience necessary to handle anything
the New York Lottery might require, now and in the future. By continuing to partner with us,
this time in a Primary Vendor capacity, the Lottery will know they’ve chosen an industry
leader willing to dedicate whatever resources are needed to maximize the Lottery’s instant
ticket successes.
In total, our comprehensive response to issues specifically relating to printing and
production methods includes a total of seven distinct components. This informative array of
narratives includes the following elements:
1.
2.
3.
4.
5.
6.
7.

Raw Materials Inspection
Ticket Manufacturing: PreProduction Protocols
Instant Ticket Production Process Flowchart
Production Process: Essentials and Benefits
Investment to Move Ahead
Production Process Innovations
Production Specifics Raised in the RFP
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1. RAW MATERIALS INSPECTION
The first step in attaining our goal of producing the highest quality instant tickets is
ensuring that raw materials from our suppliers meet stringent quality standards. Suppliers
must be dependable, as their products are critical to the security of our customers’ products.
All of Pollard Banknote’s “quality‐critical” suppliers (all paper stock suppliers and ink
suppliers) must be ISO 9001:2008 certified (manufacturing and raw materials supplier level
of certification) or permit an on‐site audit conducted by our certified auditors to ensure they
meet Quality Management System standards set by Pollard Banknote. Even our ISO‐certified
suppliers are occasionally subjected to Pollard Banknote’s on‐site audits. Pollard Banknote’s
on‐site assessment process involves a team of trained auditors conducting a comprehensive
review of the suppliers’ quality management system and manufacturing processes. The audit
assesses an assortment of critical elements to determine conformance to the ISO 9001:2008
Quality System requirements. Typically, this assessment consists of three major phases:
•

The Quality System Documentation Review ‐ A review of the supplier’s quality
manual to determine compliance to ISO 9001:2008.

•

On‐site Audit ‐ This determines the degree and effectiveness of the quality system at
the supplier’s manufacturing and support locations.

•

Report ‐ A review of the findings during the first two phases to determine supplier
conformance to Pollard Banknote requirements, and to determine supplier status
level.

From this assessment, and based on the level of conformance to their quality system,
suppliers are graded as either a Certified Supplier, a Conditional Supplier, or they are not
accepted as a supplier. It is vital that suppliers understand that the materials we order for
each job must meet exacting standards for printability, security, and structural compatibility
with all materials used in the process. Suppliers that pass our rigorous evaluation are
officially listed as Pollard Banknote‐qualified suppliers. Raw materials can only be
purchased from suppliers receiving our stamp of approval. The long‐standing relationships
we have established with our partners who supply our raw materials highlights their ability
to understand our exacting needs for consistently high‐quality materials.

Raw Materials Requirements
After the supplier has been approved, and before any materials are brought into our facility,
our in‐house laboratory staff confirms with the supplier that they will continuously meet
our quality requirements for raw materials. Suppliers receive Pollard Banknote’s
certification requirements for processes and materials used on a press. Our lab details the
testing methods that must be used on all raw materials, as well as the performance
parameters for the materials being tested.
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Prior to a shipment of any raw materials, the supplier provides a Certificate of Analysis
(confirmation that their product has been internally analyzed and meets the specifications
required) and samples of the material for Pollard Banknote’s review. The information
included in the Certificate of Analysis is different for each type of material. For instance, for
latex coatings, the certificate confirms that the material meets our standards for color,
viscosity, opacity, contact bleed, blacklight evaluation, and scratchability. Lab staff compare
details of the supplier’s analysis against pre‐approved specifications for that material.
Random testing of selected samples is also conducted to ensure the certification level is met.
Usually, the test results meet the requirements as stated in the specification, so the
laboratory staff advises shipping to accept the order. On rare occasions, the results of tests
on a raw material suggest that the integrity of the material may not be in compliance with
Pollard Banknote’s specifications.
When this occurs, a more thorough analysis/review will be undertaken prior to a decision to
accept or reject an order. If the product is rejected, our manufacturing and purchasing
departments are advised and the supplier is notified of the problem.
All information on the Certificate of Analysis is entered into a Quality Control Database.
Accurate record‐keeping is an essential component in understanding a ticket’s performance
in the marketplace. Pollard Banknote keeps raw material samples provided by the supplier
for three years.

Laboratory Testing of Raw Materials
Scrutiny of our suppliers does not stop with the receipt of a Certificate of Analysis. On a
random basis, raw materials are tested by Pollard Banknote personnel to verify the results
being reported by the supplier in the Certificate of Analysis. Pollard Banknote’s on‐site
Quality Control lab is charged with the task of determining whether raw materials are fit for
use. The lab is staffed round‐the‐clock when the facility is operating 24 hours a day. The
lab’s responsibilities include:

Development of certification guidelines for the production of raw materials
The guidelines are different for each type of material we use. Paper stock must meet
minimum and maximum standards in caliper, basis weight, moisture content, opacity,
brightness, holdout, and coating adhesion. As well, adhesives, foil paper, graphic inks,
security coatings, and latex coatings must meet the minimum and maximum standards set
for each of those specific products to ensure their performance during production.

Testing of certified raw material samples prior to acceptance
Pollard Banknote’s laboratory staff compare the details of the supplier’s Certificate of
Analysis (the supplier’s confirmation that they have met the product standards we’ve
outlined) against our pre‐approved specifications. As well, the laboratory staff performs a
variety of tests on the samples to ensure that the certification level has been met.
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Accurate record‐keeping for raw materials’ inspection and test results of tickets
in production
Results of all tests—both for raw materials and for tickets—are recorded. Any problem with
a ticket during production is immediately traceable, if necessary, all the way back to the raw
materials used in its manufacture.

Continual training and testing of laboratory personnel
Personnel in each of our in‐house laboratories receive regular training to ensure that testing
procedures are consistent and are performed correctly throughout Pollard Banknote. A lab
is located in each facility. Each lab reports to the main lab in Winnipeg.
The Security Chemist and the Corporate Lab Manager have developed tests, with the
Security Chemist conducting training of senior laboratory personnel. New procedures in
testing are taught by the Senior Lab Manager to the lab technicians in each laboratory in a
“train the trainer” plan.
Training evaluations are conducted in a round‐robin testing method. That is, periodically
test tickets with known weaknesses are circulated throughout the four labs. Laboratory
personnel are expected to examine the test tickets using the standard procedures to unearth
the known weaknesses. These evaluations are conducted bi‐annually.
The lab ensures quality and consistency of testing between technicians and labs by:
• Providing each lab with Pollard Banknote’s Security Manual which documents all
testing procedures
• Ensuring that all tickets tested are labeled and kept
• Training all personnel in identical test techniques; all personnel in Pollard
Banknote’s four laboratories follow the same testing procedures and reporting
methods
• Ensuring that research and development trials that are tested at the site of
production are also tested at the primary lab in Winnipeg
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2. TICKET MANUFACTURING: PRE‐PRODUCTION PROTOCOLS
Prior to the start‐up of manufacturing, a number of control procedures are adopted to
ensure that product integrity is maintained at each stage. A game planner and designer work
in conjunction with the marketing representative assigned to the Lottery and with Lottery
personnel to design a ticket that is both marketable and meets or exceeds all security
requirements. The use of quality materials and the method of construction are essential in
making a ticket invasion‐resistant.

DESIGN REVIEW: THE ESSENTIALS EXPLAINED
Pollard Banknote conducts a Design Review for each and every ticket design. The Design
Review improves security through the early input of key departments. Lotteries benefit from
the extensive technical expertise and experience of all individuals involved. The process
serves to preempt situations that might waste a client’s time and money by identifying and
resolving potential concerns early in the process.
The Design Review is a multi‐stage process. We developed the process to assess and approve
new designs to ensure conformance with manufacturing and security requirements.

Design Review Stage One: Paper Print and Wireframe Design Checklist
Stage One of the Design Review involves the creation of an online Paper Print and Wireframe
Design Checklist. The wireframe, paper print with latex, and paper print without latex are
reviewed. These components are circulated to designated department heads and other
production staff for approval signatures and/or comments. If changes are suggested, the
design returns to the game planner for assessment, and then back to the graphic designer to
incorporate the necessary changes. All design changes that affect manufacturing or security
must be resubmitted during this stage of the Design Review.
Once the leaders of each passage of production approve the design, the paper print can be
released for customer approval. Once the paper print is signed‐off by either the customer or
the designated marketing representative, it is prepared for output as a Kodak Approval
contract proof. This process ensures that all designs presented are precisely what gets
printed, rather than some aesthetically compromised version of the original, agreed‐upon
design.
Once game requirements are defined, the marketing representative creates draft working
papers. This document precisely communicates the product quality requirements, the play
format, and the overall look of the ticket to the entire production chain. Before draft
working papers advance to the production group, the document is reviewed internally
through a Draft Specifications (Spec) Review.
The working papers and the Draft Spec Review are among the steps that ensure reliable
communication throughout production and prevent any unwanted surprises in the final
product. We provide working papers in any format the Lottery requests. When draft working
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papers have been scrutinized and approved internally, the document advances to the
customer for approval or comments. Draft working papers become final working papers
once reviewed and approved by the Lottery. Any comments are incorporated and final
working papers are developed for Lottery and Pollard Banknote sign‐off before being
stamped “executed.”
The marketing representative makes all required copies for the Lottery and for our internal
use. Production personnel use executed working papers to make their own production
specifications. These production specifications, together with final working papers, become
the guidelines for the production team.
It is through this stringent approval process that Pollard Banknote can guarantee that the
delivered product will be of the highest quality and integrity, precisely matching the original
concept.
Following sign‐off, and as referenced above, we develop a Kodak Approval contract proof.
This proof provides consistent and accurate colors on the actual stock on which tickets will
be printed. It is the closest representation of the final product prior to it actually running on
the press.
Unlike standard color copies, the Kodak Approval contract proof indicates how a ticket will
react on the press by accounting for color trapping. A slight trapping or overlapping of the
two colors is required to avoid a white line between two areas on the printed ticket.
Trapping on the press is the ability of ink film to properly accept an overlapping ink film,
making it possible to superimpose one color over another, thereby avoiding an unwanted
white line. The Kodak Approval contract proof illustrates how the color of overprints (and
any overlapping) will react with the base graphics.
While initial color laser proofs showing colors only are produced by our graphic designers,
trapped Kodak Approval contract proofs are produced only by technical artists.
Color contract proofs are a crucial component of the ticket design process, allowing both the
Lottery and Pollard Banknote to review the appearance of a design prior to preparation of
plates and the press run. These proofs must be accurate in order to provide clear
communication about color and to avoid the downtime, expenses, and frustration that occur
when some sort of unanticipated discrepancy requires a remake.
The in‐house Kodak Approval XP digital color proofing system we use delivers precise
halftone color and spot color outputs of 2400 dpi resolution, the same resolution as the
equipment we use to produce plates.
Our pre‐press staff is Kodak‐certified on the operation of this sophisticated system. Fine‐
tuning allows staff to precisely account for the characteristics and performance of our press
equipment and press inks. Similarly staff can define the Lottery’s unique specifications and
adjust the system accordingly. The result is a system that reduces the overall time for press
proofs and the likelihood of needing color corrections. And when a correction is required,
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the system allows our staff to economically verify the results since they can specify dot‐gain
curves, adjust color density, and make other real‐world adjustments with accuracy and
consistency.
In searching for a superior proofing system, we determined that the Kodak Approval system
provides greater fidelity between proof and final output than any other proofing system. The
system’s ultimate benefit may be the certainty and peace of mind it provides Lottery
personnel as they review type and visuals that truly represent how the printed job will
appear.
Designs created by our graphic designers are essentially a snapshot of the ticket. These
snapshots advance to our Senior Technical Artist, who assigns one of seven technical artists
to edit the design for print. Working side‐by‐side with the graphic designer, the technical
artist is involved from the beginning of any project conceived in‐house. The technical artist
reviews the design with the game planner to plan how the job will be trapped to ensure a
good fit and register on the press.
While this process is underway, the wireframe goes to our Computer Operations department
for the development of custom game data fonts. We describe this function in more detail in
our discussion of Variable Data Imaging, Stage 5 of our Production Process.

Design Review Stage Two: Kodak Approval Sign‐off, Electronic Art Files
Stage Two of the Design Review takes place following development of the Kodak Approval
contract proof. This proof is attached to the same Design Checklist used in Stage One and is
circulated to designated department representatives for approval signatures. The purpose of
this stage of the review is to ensure that the Kodak Approval contract proof is correct and
that all comments/changes from the Stage One review have been adequately applied. Either
the customer or our marketing representative signs off the Kodak Approval contract proof.
Technical artists incorporate the science and technology of the design to ensure that it
meets production, quality, and security requirements. They are the ticket editors who break
down the design to ensure its compatibility with the printing processes to be used. Technical
artists check the ticket’s component parts for sizing purposes, then use the design as a guide
for registration and color match. They also define the ticket colors mathematically through
percentages and halftones to accurately communicate the color requirements to the staff
assembling the printing plates. Following customer approval—and verification by our
internal proofreaders to ensure that all ticket attributes are accurate—precise design
requirements have now reached their finalized state, thus paving the way for ticket
production.
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3. INSTANT TICKET PRODUCTION PROCESS FLOWCHART
As indicated within 7. Trade Secrets or Competitive Information, Pollard Banknote has
declared confidential the production process flowchart found on the following page. The
specific statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The production‐related disclosure on the ensuing page constitutes a Pollard Banknote trade
secret used to further a business advantage over competitors who do not know or use it, and
the disclosure of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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4. PRODUCTION PROCESS: ESSENTIALS AND BENEFITS
Pollard Banknote’s proven production process divides into various stages, each of which
describes how all of our pre‐press design hardware/software and printing equipment—and
related protocols—efficiently work together to manufacture top‐quality New York Lottery
tickets.
To effectively address the stipulations detailed within this section of the RFP, we think it is
most advantageous at this point to invite the Evaluation Committee to review this multistage
production process—which we’ve compiled in abbreviated form on the ensuing pages via
our Production Process Essentials and Benefits Insert. This document is comprised of
graphically distinct pages that condense content and list the benefits to the Lottery of how
we conduct activities within each stage of production.
At the beginning of this supplemental insert, we’ve supplied a chart detailing the pre‐press
hardware/software we use, and we’ve also broken down the various pieces of equipment
employed at each of our two full‐production facilities. In addition, we’ve included the
printing equipment in place at our finishing plant in Barrhead, Alberta, where pouching and
related packaging initiatives are conducted. And as noted, too, Pollard Banknote recently
established an additional finishing plant in Sault Ste. Marie, Ontario, which will be at the
New York Lottery’s disposal if needed.
After this introduction, each of the nine stages is presented in overview format, with
security and quality assurance summaries concluding the narrative.
Following this summarized discussion, we offer our Instant Ticket Printing Equipment
Schematic, which visually depicts the various pieces of production equipment referenced
throughout the earlier insert.

SINGLE PASS, INLINE PRINTING ARRIVES AT POLLARD BANKNOTE
As the demands of the industry evolve, so too does Pollard Banknote. That’s why we’ve
invested in a new inline press at our Winnipeg facility that provides more flexibility than
ever before to our valued clients. As a result, not only are we able to offer the numerous
benefits resulting from our time‐tested modular process, we can now offer the myriad
advantages that come with inline printing.
For the New York Lottery, we think this means that we’ll be singularly capable of continuing
to provide precisely what the Lottery requires, when it’s needed. And given that dozens of
games are required by the New York Lottery each year, we’re certain that this is a benefit
that will prove most useful over the course of the next contract term.
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POLLARD BANKNOTE’S NEW INLINE PRESS
As noted above, Pollard Banknote has invested in a custom‐configured instant ticket press at
its new CAD$20 million manufacturing facility in Winnipeg. Incorporating 22 flexographic
print units and two new data‐imaging stations, for a total of 24 stations, the CAD$13 million,
custom‐assembled press adds approximately 4.2 billion equivalent single size (ESS: 2" x 4")
tickets per year to Pollard Banknote’s annual capacity (taking us to about 18 billion ESS).

Pollard Banknote’s
customized 24‐station
inline press and newly
upgraded finishing line
are optimized for
maximum efficiency.

This new press optimizes production efficiency and turnaround
times, particularly for medium (10‐25 million ESS tickets) and
longer press runs (more than 25 million ESS tickets). Game
orders processed in Winnipeg that are appropriate for this
press will run through and exit our production cycle faster than
before.

“Understanding that instant tickets are largely an impulse
purchase, we have always pushed ourselves to provide our
clients with secure, marketable instant tickets capable of
projecting strong visual appeal in the marketplace. The capabilities of this new press, with
its sophisticated registration system and ability to print more colors, allow us to raise the
bar even higher in terms of ticket appeal at retail,” says John Pollard, Co‐Chief Executive
Officer, Pollard Banknote. “Furthermore, the added capacity and increased press speed
provides for greater production flexibility in responding to customer requirements.”

New Inline Press for Ypsilanti
As part of our growth strategy for the coming years, Pollard Banknote is currently exploring
the option of investing in a new press to add capacity to our facility in Ypsilanti, Michigan.
This new press is expected to be installed in 2011/2012 at a cost of $10‐$15 million.

FINISHING LINE ADVANCES
In May 2010, Pollard Banknote installed a new automated finishing line at our Winnipeg
facility, which enables us take a roll of tickets all the way to carton without work‐in‐process
steps in between. It required the installation of a book breaker and several product
conveyors to connect existing equipment. We have also recently installed a second line of
this sort, which is currently being phased into production.

UNIFORMITY SPECIFICS
Uniformity throughout our printing process doesn’t begin when we start printing a
customer’s tickets. It doesn’t begin with the assurance that the raw materials we’ll be using
meet our exceedingly stringent standards. And it doesn’t even begin with our 1,100+
employees’ dedicated efforts. It begins with an idea.
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In this context, the idea in question revolves around wanting to make sure that what we do,
and how we do it, is never compromised by poorly defined—and by extension poorly
executed—protocols and procedures.
That’s why Pollard Banknote’s Quality Management System is certified by the International
Organization for Standardization. This program offers our personnel an attainable roadmap,
a reliable guide, and a measurable benchmark against which we can assess our efforts to
bring only the best products to the attention our clients and their loyal players.

ISO 9001:2008 Demystified
We are certified to ISO’s 9001:2008 version, which covers quality in design, development,
production, installation, and servicing procedures.
We chose this very stringent category of the ISO 9001 program to maximize our quality
system procedures in the critical areas listed. The overriding objective of ISO certification
and Pollard Banknote is to meet or exceed customer expectations. We will continue to work
hard and develop new ways to meet this objective. Our customers benefit from this process
because this documentation has made our manufacturing process extremely consistent. This
means increased consistency in our quality performance. This reliability gives you the
assurance that the games you design to complement your marketing strategies will perform
as expected.
In addition to meticulously documenting our procedures, we have a formal maintenance
schedule in place for each piece of equipment used in our production process. This schedule
was developed in accordance with the manufacturer's recommendations and our experience.
Our Maintenance Supervisor ensures that all requirements of this rigid maintenance process
are completed on schedule, thereby minimizing production delays caused by machine
failure.
ISO certification assures that we will continue to be a low cost and high quality supplier.

ISO in the Final Product
A lottery demands a product that meets expectations consistently. The key word is
“consistently.” Operating to ISO standards helps Pollard Banknote remove variation from its
processes, and therefore from our tickets. Our Quality Management System is the process or
“game plan” that gives the direction and tools necessary to fulfill our objectives. It informs
every aspect of production.
As examples of how this translates into the final product, we invite the Evaluation
Committee to consider some of the inputs into the ticket manufacturing process.
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ISO in Pollard Banknote’s Manufacturing Environment
Pollard Banknote’s production process—as presented in its entirety in Appendix A—offers
a step‐by‐step explanation of how we make certain only the finest tickets arrive within our
customers’ jurisdictions.
Regarding the uniformity of the printing process itself (as described above), several stages
within our all‐encompassing nine‐stage production process should be highlighted, in
particular the following: Stage 1: Raw Materials Inspection, Stage 4: Base Graphic Printing,
Stage 5: Variable Data Imaging, and Stage 6: Application of Varnishes, Scratch‐Off Material &
Overprints.

Please note: in addition to the short‐form version enclosed hereafter, we have included an
extended discussion of our production process in Appendix A: Production Process.
Furthermore, and as indicated within 7. Trade Secrets or Competitive Information,
Pollard Banknote has declared the following Production Process Essentials and Benefits
Insert confidential. The specific statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The production‐related disclosures on the ensuing pages constitute Pollard Banknote trade
secrets used to further a business advantage over competitors who do not know or use it,
and the disclosure of which would injure Pollard Banknote in the marketplace.
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5. INVESTMENT TO MOVE AHEAD
As indicated within 7. Trade Secrets or Competitive Information, Pollard Banknote has
declared the following Investment to Move Ahead narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The investment‐related disclosures on the ensuing pages constitute Pollard Banknote trade
secrets used to further a business advantage over competitors who do not know or use it,
and the disclosure of which would injure Pollard Banknote in the marketplace.

RFP No.: C110001

Ticket Production and Distribution

327

Ticket Production and Distribution…

Confidential information redacted.

----- CONFIDENTIAL -----
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7. PRODUCTION SPECIFICS RAISED IN THE RFP
To specifically address certain production‐related issues the RFP raises within 4.7 Ticket
Production and Distribution—in addition to a few other complementary areas of
interest—we hereafter present to the Evaluation Committee an alphabetically arranged
series of brief narratives that cover the following topics:
A.
B.
C.
D.
E.
F.
G.
H.
I.
J.
K.
L.
M.
N.
O.
P.
Q.
R.
S.
T.
U.
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Random Distribution of Winning Tickets
Control of Winning Tickets
Accuracy of Counts in Ticket Packages
Stocks, Production Samples, and Security Evaluations
Transportation Methods Employed to Deliver Tickets
Array of Ticket Sizes
Perforation Specifics
Imaged Data
Scratchoff Material: A Primer
Protective Coatings: An Overview
Color Options: Display Printing
Color Options: Overprints
Color Options: Ticket Back
Working Paper Protocols at Pollard Banknote
Ticket Reconstructions
Internal and External Game Audits
Inventory Control over Raw Materials, Goods in Process, Finished Goods
Omission Ticket Manufacturing (Balancing)
Electronic Artwork Transfers
Validation Protocols
Game/Data Programming Capabilities
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A. RANDOM DISTRIBUTION OF WINNING TICKETS
Pollard Banknote has all the resources on hand to develop the fully random prize structures
required by the New York Lottery.
The responsibility for writing this innovative software—and the related verification
software—resides with the talented programmers in our 25‐person Game Generation group.
Our programmers have acquired enviable skill sets generating the variable data that goes
into hundreds of games and billions of tickets year after year. The group keeps a “Wall of
Fame” to showcase many of the sophisticated and unique game programming challenges that
they have successfully met. Our customers simply appreciate that we can do the job flexibly,
reliably, and efficiently.
Many of our clients express appreciation for working papers that provide uncommon detail
with respect to a game’s prize structure and programming parameters. We are only too
happy to produce documents with this kind of precision. We believe in custom, not generic,
programming. Part of this commitment means ensuring that an effective non‐winning
experience is part of the programming, so that game outcomes enhance/extend the player’s
experience. We know the “near‐win” feeling creates excitement and coffee‐break chatter of
the prize that almost was.
Together with some of our customers, Pollard Banknote has developed a methodology that
addresses the use and placement of prize amounts and play symbols—and strictly controls
the placement of these symbols to ensure that the player senses a winning experience as
often as possible. This brings a new sophistication to the playability of the game. This
methodology was initially developed for one particular play format, and we are currently
trying to expand the number of play formats (e.g., “Match 3,” “Key Number Match”).
During creation of game data, validation software is executed to produce a prize structure
summary stating the number of winners in each prize level. The prize structure summary
ensures the end of production prize structure is accurately stated. This is then verified
against the prize structure provided in the game’s working papers. Pollard Banknote’s
random prize distribution software has been utilized under various prize structure
configurations for thousands of games for dozens of clients around the world.
Pollard Banknote’s six‐step system for generating and producing the prize structure for an
instant ticket ensures the randomization of game data, control of prize payout, and ease of
winning ticket validation is as follows:
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STEP 1 – ESTABLISHING PARAMETERS
Together with the customer, working papers are prepared to include the game’s prize
structure and programming requirements. Specific game restrictions are outlined, such as
the number of pairs and frequency of occurrence of symbols on losing tickets, average
winning ticket occurrence, how many allowed winners in a single play area, and the
randomness and uniqueness of passive numbers.

STEP 2 – GAME DATA GENERATION
The game data is generated according to these requirements. The generation of game data is
governed by an algorithm designed to produce only sequential ticket numbers, precluding
the possibility of duplicate tickets.

STEP 3 – AUDITING (I)
At the outset of production, the game data is independently audited both internally and by
an external auditing firm. These checks include an audit of the tickets’ play symbols to
ensure that they correspond correctly to the generated game data and that all game
restrictions have been met as defined in the working papers.

STEP 4 – AUDITING (II)
As production continues, a physical audit is conducted by the external auditor to ensure that
the tickets’ play symbols correspond correctly to the generated game data.
(Steps 1 ‐ 4 ensure that the prize structure and ticket randomization requirements set out by
the working papers are met.)

STEP 5 – VALIDATION FILES
Validation files are provided to the Lottery. Pollard Banknote has multiple delivery
mechanisms to meet the Lottery’s requirements in this regard. Various forms of media can
be employed; alternately, these files can be delivered electronically via secure means.

STEP 6 – RECONSTRUCTIONS
Pollard Banknote can reconstruct for the Lottery any ticket’s game data using the sequential
unique book/ticket number or validation number located on the ticket. For control
purposes, Pollard Banknote can also provide the Lottery with a regularly scheduled report of
all reconstruction requests.
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GLEPS CONSIDERATIONS
Pollard Banknote will ensure that low‐tier winners are randomly seeded in accordance with
the approved low‐tier prize structure. Pollard Banknote has generated these kinds of low‐
tier prize structures for many other lotteries, including:
•
•
•
•
•
•
•
•
•
•
•
•

Arizona
Illinois
Iowa
Kansas
Michigan
New Jersey
New York
Ohio
Virginia
La Française des Jeux (France)
Ontario Lottery and Gaming Corporation (Canada)
Oy Veikkaus Ab (Finland)

In addition to standard GLEPS configurations that fluctuate from game to game, we also have
the ability to produce varying configurations of low‐tier prizes within individual games.
While we prefer to limit our configurations to six GLEPS structures per game, we have
prepared as many as 15 structures for some clients.

END OF PRODUCTION PRIZE STRUCTURE REPORT
We make every effort to customize these kinds of reports to accommodate a lottery’s
preferences. And given our experience and expertise in this regard, we’ve been
tremendously successful over the years in furnishing reports with formats that incorporate a
customer’s existing format.
Pollard Banknote executes computer‐generated validation software to produce a prize
structure summary. Creating a summary using this method results in an End of Production
Prize Structure Report that is 100% accurate, since no manual steps preclude the possibility
of human error in data entry. We then compare this report with the prize structure set out in
the game’s working papers.
Once we have balanced a game by this method, we can ship the report, along with the
requisite validation media, immediately. This information can arrive in advance of, or on the
same day as, the shipment of tickets.
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POLLARD PERFORMER FOR NEW JERSEY: “LOADED” GAMES LIFT SALES
For the Evaluation Committee’s further scrutiny, we
present yet another Pollard Performer narrative that
sheds light on the prize structure elements introduced
above.
Entitled Loaded Games: Extending the Core Games
Portfolio, the following story highlights the fact that when
serious consideration is given to a game’s prize structure
some terrific gains can result.

In appreciating the close relationship existing between a ticket’s prize point, print run,
player expectations, and expected lifespan, the New Jersey Lottery carefully considered each
of these complementary aspects and introduced a series of tickets loaded with various mid‐
level prizes (e.g., $50, $100, $500) that evidently found a welcome audience within The
Garden State’s gaming enthusiasts.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Pollard Performer narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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B. CONTROL OF WINNING TICKETS

Our book numbers are
sequential, but
validation numbers are
assigned randomly, so
there is no detectable
relationship between
them.

Pollard Banknote produces tickets so that the book numbers
are printed sequentially but the validation numbers are
assigned randomly via a specifically designed algorithm—
thereby destroying any detectable relationship between the
book numbers and the validation numbers assigned during
ticket production.

As a further security precaution, the validation numbers on the
validation media provided to the Lottery are sorted
sequentially while the inventory files are sorted by carton and
book. This process once again makes it impossible for anyone
to establish a relationship between the position of books in production or on the inventory
files to the validation numbers on the tickets or on the validation media. The precise
protocols we employ to ensure the integrity of this process are detailed in the three brief
narratives that follow.

1. INTERNAL SECURITY SAFEGUARDS
The various groups involved in game programming activities are each located at separate,
restricted‐access locations within our Winnipeg facility. We do this to preclude the
possibility (and even the appearance) that individuals might have access to inappropriate
combinations of sensitive information. Sharing privileges for data‐related electronic files are
similarly restricted.
Our Game Generation group creates a software module that is unique for each game. The
module has multiple applications. It contains the data generation application (D Gen), the F
Check application, the application to create the customer deliverables (validation and
inventory files), the ticket reconstruction application, and the application used for final
prize structure balancing.
All data generated from the software while it is still in our Game Generation group is for
testing. No data used for testing is ever imaged onto live tickets. A customer might wonder if
personnel in our Game Generation group ever have live data that would yield information
about winning tickets. The answer is no.
Once again, programmers will generate data, but only for testing. Live data is not viewed,
stored, or distributed any earlier in our production, or any more frequently than necessary.
After Game Generation has developed this application module and extensively tested each
function, the game module is then moved into the secure Computer Operations environment.
Our Computer Operations group then seeds this application with random numbers, after
which the actual game data to be used in production is produced. The seeds input into the
game’s D Gen application determine the structure of the variable game data. Different seeds

346

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…
produce different data streams that will all adhere to the game specifications. This process
has been developed to ensure that the location of winning tickets is not known by any
internal Pollard Banknote employees.
The Computer Operations group that seeds the module is restricted to using set menus that
do not allow them to analyze game data. The F Check application is then run within
Computer Operations against the game data, and the verification reports are produced and
analyzed. This is the first audit of the live game data performed prior to both the internal
and external independent audits.
Pollard Banknote employs what we refer to as a “blind” prize structure balancing process.
Prize balancing occurs within software modules, which have little user interaction other
than to launch the program or to communicate setup information.
Once manufacturing is complete, and an accounting is done involving the inventory available
for shipment, software modules are utilized that determine which books need to be removed
from the delivery to bring the game into balance. Only those books that need to be removed
and destroyed are communicated to the production floor. These books—and their
association with the prizes within—remain unknown to everyone. Most importantly, all
remaining tickets to be shipped to the Lottery have not had any prize information
communicated to anyone. The prize structure details are completely contained within the
software module, which performs the balancing.
All activities associated with the final prize structure are confined to our Computer
Operations environment and use the “blind” processing technique to accomplish the
balancing described above (as well as other activities, such as the generation of the
validation files and the End of Production Prize Structure report for the Lottery). Any prize
information generated and communicated to the Lottery via the validation files—by VIRN or
validation number information—is never associated to inventory numbering such as book‐
ticket.
The winning ticket distribution, and the consecutive non‐win requirements, originates from
the prize distribution module incorporated into our Game Generation department's data
generation (D Gen) application.
All prize distribution is randomized and based on seeds supplied to the underlying random
number generator within the Computer Operations environment.
The prize distribution module approaches the placement of winners and consecutive non‐
winning streaks in a manner that attempts to approximate, as closely as possible, a
completely randomized distribution, which would occur in the absence of a non‐winning
streak constraint. The module calculates and determines the relative proportion of times a
completely random distribution would have zero consecutive non‐winning tickets, one
consecutive non‐winning ticket, two consecutive non‐winning tickets, etc.
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Essentially, this involves calculating the normal distribution curve expected. From there,
the module places the winners in a manner approximating this curve as closely as possible,
repropagating the higher, disallowed streaks throughout the allowable portion of the curve.

2. VALIDATION PROTECTIONS
To further elaborate on our protocols relating to winning ticket locations, it should be stated
that our computer validation systems protect against counterfeiting by providing a one‐to‐
one correlation between the ticket validation number and the lottery game data. This
ensures absolute security against fraud, cut‐and‐paste techniques, and other ticket
alteration attempts.
Validation security begins with computer control of variable data. Computer control assures
proper randomization of data and accurate prize structures. We use computer‐controlled
imagers rather than impact printers. This allows for a wider selection of fonts, inclusion of
redundant captions, and the elimination of any “impressions” that may lead to ticket
compromise.
Files of winning validation numbers in scrambled form are supplied to the customer for each
game. These validation files identify winning tickets by validation number and prize amount.
No location information is supplied. Without the necessary computer files, nothing in the
validation number identifies a ticket as a winner or a loser. Randomization and validation
information is maintained in our secure data center. And as alluded to earlier, both physical
and computer anti‐counterfeiting/validation protections are built into our computerized
ticket manufacturing system.

3. INSTANT TICKETS AT THE WAREHOUSE AND IN THE MARKETPLACE
By taking the above information one step further, it’s evident
that by the time the online Vendor—or any retailer, for that
matter—receives a shipment of the New York Lottery’s tickets,
every possible preventative technique has already been
implemented. As such, online Vendor employees, or retailers
selling these tickets to consumers, have absolutely—
positively—no “inside” information giving them any kind of
advantage whatsoever.

Even Pollard Banknote’s
own production‐related
“insiders” never have
enough information to
identify which tickets
are winners.

Indeed, even Pollard Banknote’s own production‐related
“insiders” never have enough information to identify winning tickets.
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C. ACCURACY OF COUNTS IN TICKET PACKAGES
The following procedures describe the numbering of games, books, and tickets within each
book (for use in controlling game ticket distribution and accounting).
On the production side, ticket numbering comprises one aspect of the variable data
produced for each game. The creation of this variable data requires the combined efforts of
our Information Systems and Production departments. Prior to the imaging of data onto the
ticket, the game data is developed, audited, and verified by Information Systems.
The Information Systems department divides into the following independent units:
•
•
•
•
•

Game Generation
Image Development Group
Computer Operations
Internal Audit & Software Acceptance
Information Technology (provides internal network support, including security)

For security purposes, units are physically separated behind locked doors with password‐
protected, limited card access.
The Game Generation group consists of programmers who independently create application
software and verification software that generates and verifies the game data—which
includes ticket/book numbering—for each game according to the client’s requirements.

PROGRAMMING SAFEGUARDS
On the programming side, the imaging file that combines fonts and game data in preparation
for printing on the ink jet imager is numbered and assigned a pre‐determined range of book
numbers grouped within a document, which is also numbered. As the book numbers are
created on the imaging files, they are checked against a database containing all book
numbers created for that game and customer. The creation of imaging files is terminated if a
duplicate book is ever detected.
As a security feature, an imaging file can only be read once—and only by the specific imager
assigned to print the variable data for that particular game. Computer Operations personnel
closely monitor and control the image files used by the imager.
A final check against duplicate book numbers occurs during physical production of tickets on
the imager. All of our Kodak Versamark (Scitex) imagers are equipped with the security
version of MPC4. This program prevents the re‐running of image files and documents. It
checks document numbers imaged on the roll against a log containing all document numbers
imaged for that game and customer.
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INSPECTION SAFEGUARDS
On the inspection side, to ensure that there are no breaks or discontinuities in the ticket
numbering, Pollard Banknote designed and implemented a unique Book Tracking System
capable of accurately detecting broken ticket books. The shrink‐wrap machine has a
mounted Microscan 911 bar code scanner that scans the books as they move along the
conveyor belt. The scanner scans up to 1,000 scans per second and reads both the book and
ticket number of every book being processed. From the bar code, the book and ticket
number is decoded and stored in our database. The packaging operator is alerted by an
alarm if any broken books are detected. The operator then checks the computer monitor to
see where the problem lies.
A printout is made listing the game number, book number, the book number with the extra
or missing tickets, and any other books that may be affected by the broken one detected. As
a means of quality control, individual tickets are not destroyed in singles; rather, the entire
book is destroyed. All books are rechecked and the report is signed off by the lead hands.
Following shrink‐wrap, a physical inspection of all books takes place, including verification
against the Electronic Manufacturing Control Log (EMCL), to account for all books voided
during the production process. First and last ticket numbers are checked once again to
ensure the proper wrapping of each book. Correct data is supplied either through operations
or through the void database.
Upon completion of this process, computerized labels are generated listing the contents of
each box of tickets. The working papers are reviewed one last time to ensure that all
specifications have been met and to determine how the game will be boxed and piled on the
skids. The Computer Operations group provides a final audit to ensure that all high‐tier
prizes are accounted for, as well as a carton content list.
All ticket books are placed in the carton in numerical sequence, a process done in teams of
two for added control.

FINISHING AND PACKAGING PROTOCOLS
Packaging specifications are unique to each game and are documented in the working
papers. All finished goods will be packaged and marked in accordance with the
specifications of the New York Lottery.
We use a Shanklin shrink‐wrapping machine to package tickets in virtually any book size
and carton size required by the Lottery. Book sizes can range from as few as 5 tickets to over
500 tickets per book. Tickets are fed onto a conveyor belt. If inserts are used, placement is
inspected to ensure that the bar codes or other book/ticket designations are readable. The
speed of the conveyor belt is controllable. A custom application—called Shrinker 6—is used
to scan both the ticket bar code and insert bar code to ensure they match. An inspector at
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the end of the belt double‐checks that the package meets the stringent quality standards and
that the numbering is correct.

Our proprietary Book
Tracking System
accurately detects
broken books. Its
scanner conducts up to
1,000 scans per second
and reads both the book
and ticket number of
every book. An audible
alarm sounds if any
anomalies are detected.

To ensure that there are no breaks or discontinuities in the
ticket numbering, Pollard Banknote has designed and
implemented a unique Book Tracking System capable of
accurately detecting broken books. The shrink‐wrap machine
has a mounted Microscan 911 bar code scanner that scans the
top of books as they move along the conveyor belt. The scanner
scans up to 1,000 scans per second and reads both the book
and ticket number of every book being packaged. From the bar
code, the book and ticket number is decoded and stored in our
database. The machine also has a camera‐based detection
system that uses optical character recognition to scan the
bottom side of each book.

The packaging operator is alerted by an audible alarm if any
broken or voided books are detected. This operator then checks
the computer monitor to see where the problem resides. A printout is made that lists the
game number, book number, the book number with the extra or missing tickets, and any
other books that may be affected by the broken book detected. Each book scanned
incorrectly is detailed on an error table, which records the book number, ticket number,
operator’s name, when it was packaged, and when the problem was identified. All books
listed are checked, and the report is signed‐off by the operator.
The cartoning process is done in teams of two; one person scans each and every book while
the other counts the books as the carton is loaded. We do this for added control.
Developed in‐house, our electronic cartoning application allows the operator to select the
customer and game from a drop‐down box. This action loads the specific database, which
contains all applicable tables populated by the previous processes. Then the operator selects
either a batch to load (in cases where the carton data is controlled by the Computer
Operations group) or a carton number to scan (when packed online).
Once the carton number is selected, the data is loaded with the book numbers corresponding
with that carton. Each book is scanned in order, with a display on the screen showing the
operator the next book to scan, the previous scan, exactly how many books have already
been scanned, and finally how many are left to be entered. If for any reason a book was not
scanned and logged correctly at the packaging application, this cartoning application asks
for confirmation by forcing a second scan. As one person scans the bar code, the other
counts and loads the carton according to the Lottery’s specifications.

Carton Contents Reports
We currently provide cartoning information (specifically books included and omitted) in a
few different formats as follows:
RFP No.: C110001
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1. Our Carton Contents Manifest can be printed in both detailed and summary formats
and sent on paper or in PDF format.
2. We can also provide the
same information in an easy‐
to‐import comma delimited
file.
(We can also format this
data with customized
headers and footers as
required by our customer, so
that it can easily be
imported into their own data
systems.)
3. We provide electronic and
paper versions of shipping
information, including, for
example, a shipping
summary and pallet content
listing.
All of this data can also be sent via encrypted e‐mail—or with the shipment itself on
whatever delivery media is preferred.
If there is an option for delivering this and any other production information, it is likely we
will be able to provide it.
Internally, our staff work through a computer program interface as shown at right to
generate all required reports.

For more information about how Pollard Banknote’s manufacturing environment addresses
the finishing and packaging protocols noted above, we invite the Evaluation Committee to
consider the comprehensive discussions we’ve presented within our full‐length, nine‐stage
production process—especially Stage 7: Inspection and Stage 8: Packaging—which is located
within Appendix A: Production Process.
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D. STOCKS, PRODUCTION SAMPLES, AND SECURITY EVALUATIONS
STOCK MANUFACTURING
Pollard Banknote prints on a range of stocks that are outstanding for receiving all the
materials that go into high quality lottery tickets.
To guarantee the superior quality of all of our stocks, Pollard Banknote’s internal
laboratories conduct intermittent testing. Our suppliers, too, are well aware of the need for
our stocks to be of unrivalled quality. Every company supplying our stocks to us is ISO‐
certified and has practices and procedures in place at their facilities that have met with our
own high standards.
Furthermore, all stocks entering our manufacturing plants come with a Certificate of
Analysis from the supplier, attesting to the quality and integrity of the furnished stock. In
this way, Pollard Banknote—and our customers—can be completely confident that the end
result of our efforts is a product of the highest possible quality. Specific tests used for card
stock and foil stock include the following:

Card Stock
For card stocks, our laboratory randomly tests the material for attributes including:
• Fluorescence
• Moisture content
• Basis weight
• Caliper
• Opacity
• Holdout (absorbency)
• Tensile strength
• Elongation
• Fold strength
Card stocks also undergo a wax pick test.

Foil Stock
For foil stocks, the laboratory will measure such characteristics as:
• Dyne level
• Coating weight
• Moisture content
• Caliper
• Foil adhesion to paper
• Coating adhesion
Foil stocks also undergo a blister test and blacklight evaluation.
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Pollard Banknote’s foil products typically consist of a thin‐gauged aluminum foil laminated
to either a full‐density SBS (Solid Bleached Sulfate) board with a single clay coating on one
side of the sheet, or a 100 pound coated‐one‐side free‐sheet paper.
There is an application of a water‐based acrylic primer applied to the foil surface to prevent
oxidation of the foil and to promote adhesion of the graphic inks.
The board product is a virgin board and does not have any recycled content.

Procedural Specifics
Pollard Banknote has developed an environmentally friendly card stock alternative to foil
laminated stocks. Our secure, recyclable card stock is the end result of a proprietary process
that involves applying various solvent‐ and water‐resistant coatings onto a clay‐coated
board. This process converts stock from a standard coated board into a secure lottery ticket
stock.
In the case of the New York Lottery, this process will be applied to the following paper stock
option:
•

Our C1S is a fully bleached coated paperboard with double‐coated topside, which
delivers a true low‐density construction and a unique backside coating for printing
barcodes. It is offered in both 8 and 10 point callipers.

PRODUCTION SAMPLES
As required, Pollard Banknote has included within our proposal submission one book (250
tickets) of production‐run tickets for a game entitled Bingo Doubler (#748).
These tickets have been printed on 10 pt. virgin, recyclable card stock, coated on two sides.
As well, they are of the same size and quality as those that would be printed if we were
awarded a contract.
We appreciate the clarification that these tickets may be subjected to security testing by an
independent testing laboratory and will be evaluated on a “pass/fail” basis. In the event that
our tickets fail this security testing, we acknowledge that our proposal may be rejected.
For the Evaluation Committee’s convenience, these tickets have been packaged separately
and labelled accordingly.
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SECURITY EVALUATIONS
Pollard Banknote appreciates the overriding importance of security within the lottery
industry and takes many measures to ensure security in all aspects of its business
operations, its manufacturing environment, and ultimately in the products we deliver to our
clients.
We never rest when it comes to making sure the products we present to our clients
incorporate the very latest advances in instant ticket design, quality, and integrity. That’s
why Pollard Banknote’s efforts to improve the security of our instant games are ongoing.
Open communication between our lab and our customers is an important component of this
effort. This communication allows us to respond to changes in the procedures and protocols
of security testing laboratories that may be under contract by a lottery and also of
state/provincial forensic crime laboratories.
These outside agencies perform routine examinations on the security and integrity of our
products regarding their resistance to compromise. From time to time, they may change a
chemical formula or add a pre‐treatment step to an already established test procedure in an
attempt to come up with a new method at ticket compromise.
We respond to these methodological innovations by regularly upgrading our equipment,
chemicals, and/or procedures to closely match the new procedure(s) being performed by the
outside testing agency. We often initiate a research and development project that serves as a
way of documenting our course of action to correct a perceived threat isolated by a new
testing method. Depending on the type of security threat, new coating chemistries or
substrate changes are tested on the lab bench prior to a press test.
We also conduct our own research and development projects focusing on the possibility of
new methods of ticket compromise. Our projects have looked at thermal imaging using
thermally sensitive paper from various manufacturers, thermal infrared imaging using
sophisticated video cameras, optical imaging using customized camera lenses and filters, T‐
Ray imaging using a very sophisticated T‐Ray laser array imaging system, and alternate light
source imaging. Results are documented in an electronic research and development
database, making the information easily retrievable and readily actionable.
Pollard Banknote’s technical personnel also monitor publications to keep on top of advances
in photonics, surface imaging technologies, and vision systems. Consumer goods such as
Windex and Fantastic are used in routine security testing. On occasion, our personnel
purchase new household cleaners, automotive additives/cleaners, paint and varnish
strippers, spray varnishes, and personal grooming or cosmetic products. These new
products are then used for testing purposes.
Our current Security Manual has more than 130 test procedures—compared to 20
procedures two decades ago. As necessary, the Security Manual undergoes revisions to meet
the requirements of our customers and exceed their expectations. Ultimately, we maintain
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an aggressively proactive position regarding the various security concerns that may emerge
from various quarters to threaten the integrity of our ticket stocks.
To appreciate the specific nature of our defenses against these incursions, the potential
source of the invasive methodology must first be considered. Listed below are three such
strategies designed to compromise instant tickets—ink migration, micro‐scratching, and
chemical swelling—together with brief explanations of how these strategies are effectively
neutralized.

Ink Migration
Compromising game data on a non‐foil ticket stock might be achieved by splitting the ticket
in half, then applying a specific chemical mixture at elevated temperatures onto the area
directly behind the game data. The end result is that on rare occasions the ink used in the
imaging process can be remoistened and drawn through the lilypad.
To counteract this strategy, Pollard Banknote builds soluble dyes into the lilypad and into
the protective coatings, all designed to make such compromise techniques obvious.

Micro‐scratching
Attempts can theoretically be made to remove small portions of the latex covering to
determine the nature of the hidden variable data underneath.
This potential concern is combated through the use of game data bounce/float techniques
and overprint designs that make these attempts both obvious and difficult to repair.

Chemical Swelling
On select foil tickets, portions of the game data may be susceptible to swelling under the
latex covering via the use of a specific chemical method over an extended period of time. To
thwart this type of compromise attempt, Pollard Banknote incorporates chemical indicators
into its tickets that make this strategy obvious. We also use UV‐curable varnishes in addition
to sealcoats to further mitigate the effects of this method.
Through these and other protective measures built into our tickets’ design and manufacture,
as well as through our continuing efforts to expose and render ineffective any emerging
means of compromising instant tickets, the New York Lottery can be assured that Pollard
Banknote takes great care to guarantee the reliability of our instant ticket offerings.

Results of Security Evaluations
For the Evaluation Committee’s consideration, Pollard Banknote has hereafter provided the
results of two external lab tests conducted on tickets we currently produce for the An Post
National Lottery Company (Ireland) and the Michigan Lottery.
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As required, these two tests cover the stock we’ve proposed using for the New York Lottery.
In the case of the An Post National Lottery Company (Ireland), the report concerns a game
called Winning Streak (#437), which was printed on card stock. Conversely, in the case of
the Michigan Lottery, the report concerns a game called Money Bars (#314), which was
printed on foil stock.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following two security evaluations confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The two comprehensive security evaluations offered on the ensuing pages constitute Pollard
Banknote trade secrets used to further a business advantage over competitors who do not
know or use it, and the disclosure of which would injure Pollard Banknote in the
marketplace.
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E. TRANSPORTATION METHODS EMPLOYED TO DELIVER TICKETS

All our tickets are
transported on
exclusive‐use, direct‐
route, GPS‐tracked
trucks. Shipments are
sealed with a high‐
security numbered
cable, which can be
broken only in the
presence of a
designated Lottery
employee.

Tickets shipped from any Pollard Banknote facility always
depart in “exclusive‐use” trucks. The trucks are equipped with
Global Positioning System (GPS) tracking so Pollard Banknote
personnel can follow progress from point of origin to
destination. Trucks are permitted to stop only for weigh scales,
fueling, and personal necessity. If the truck does stop for any
reason, the driver(s) must contact our 24‐hour security
number.
When trucks arrive to transport a load, the driver is allowed
into a mantrap adjacent to the shipping bay. The driver’s
license is photocopied and the driver receives the bill of lading.
The driver is not allowed into the building.

Pollard Banknote employees load the truck, sealing the
shipment with high‐security cable and a uniquely numbered
Pollard Banknote seal. The seal is to be broken only in the presence of a designated Lottery
employee.
We provide a shipping manifest to the customer at the time of delivery or sooner. The
customer receives notification before the shipment leaves our facility. We also forward the
truck’s seal number to the customer’s designated personnel.
Loading bays feature an electronically controlled trap system that precludes opening doors
between the production areas and loading bays when the outside shipping or receiving
doors are open. This area is under CCTV surveillance. A manual override key system allows
by‐pass when necessary.
Pollard Banknote will typically employ the following carriers when transporting tickets to
the New York Lottery’s designated warehouse:
•

Tickets shipped from Ypsilanti:

•

Tickets shipped from Winnipeg (if required): T.E.A.M.S. Transport
Yanke Transport
Payne Transportation

AIT Worldwide Logistics

For the Evaluation Committee’s scrutiny, we’ve provided a sample bill of lading on the
following page.

RFP No.: C110001

Ticket Production and Distribution

359

Ticket Production and Distribution…

This page intentionally left blank.

360

Ticket Production and Distribution

RFP No.: C110001

CARRIER:

BILL OF LADING

UNIT NO.

TRAILER NO.

CONTROL NO.

NOT NEGOTIABLE
EMERGENCY CONTACT #'S
IN CASE OF DRIVER
EMERGENCY CALL:

DATE:
SHIPPER:

POLLARD BANKNOTE LIMITED
1499 BUFFALO PLACE
WINNIPEG, MB R3T 1L7
(204) 474-2323

CONSIGNEE:

LOTTERY NAME
LOTTERY ADDRESS
CITY, STATE, ZIP CODE
ATTN: LOTTERY CONTACT
PH: (***) *** - ****

Ed McGurran @ (204) 291-1094
Eric Hrycyk @ (204) 771-3640

S/O #

EMERGENCY CONTACTS
IN THE EVENT THAT YOUR TRUCK IS FORCED TO STOP FOR ANY REASON OTHER

DRIVER SIGNATURE

THAN FUELLING, SCALING OR PERSONAL NECESSITY YOU ARE REQUIRED TO
NOTIFY ONE OF THE POLLARD BANKNOTE EMERGENCY CONTACTS. YOU MAY MAKE
THIS CONTACT DIRECTLY OR VIA YOUR DISPATCH.

24 HOUR EMERGENCY CONTACTS:
ED McGURRAN @ (204) 291-1094
ERIC HRYCYK @ (204) 771-3640
GOODS OTHER THAN DANGEROUS
QUANTITY

DESCRIPTION OF GOODS / ANY SPECIAL MARKS

SKIDS

PRINTED MATTER

WEIGHT

LBS

FREIGHT CHARGES
X

( PCS)
COLLECT

PREPAID

FOR DELIVERY - (DATE)
BY 8:00 AM

LOAD SEAL NO.

PBL
PART OF CONTINUOUS INTERNATIONAL MOVEMENT.
"GST NOT APPLICABLE."
*SUBJECT TO THE TERMS AND CONDITIONS OF THE BILL OF LADING SET FORTH IN RELEVANT STATUTES AND/OR REGULATIONS
PERTAINING TO MOTOR CARRIERS' SERVICE WHEN SAID GOODS ARE CARRIED BY A MOTOR CARRIER.*
DECLARED VALUATIONS $________________MAXIMUM LIABILITY OF $2.00 PER POUND UNLESS DECLARED VALUATION STATES OTHERWISE.

CONSIGNOR: POLLARD BANKNOTE LTD

CARRIER:

CONSIGNEE: WISCONSIN LOTTERY

DRIVER # 1-PER: ____________________ SIGNATURE:
PER: _____________________________
WHITE COPY: CONSIGNEE

DRIVER # 2-PER: ____________________

YELLOW COPY: SHIPPER

Controlled Wpg as of Feb. 27/06

PINK COPY: DRIVER

DATE:
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CERTIFICATION: POLLARD BANKNOTE MAKES THE GRADE
We recently had our security profile approved by the United States Customs and Border
Protection Agency (CBP), and we’ve been certified under the Customs‐Trade Partnership
Against Terrorism (C‐TPAT) initiative. C‐TPAT is a voluntary government/business initiative
aimed at building collaborative relationships designed to strengthen and improve the
overall international supply chain and U.S. border security. C‐TPAT recognizes that CBP can
provide the highest level of cargo security only through close cooperation with the ultimate
owners of the international supply chain (such as importers, carriers, consolidators, licensed
customs brokers, and manufacturers). Through this initiative, CBP is asking businesses to
verify the integrity of their security practices and communicate and validate the security
guidelines of their business partners within the supply chain.
CBP is responsible for screening all import cargo transactions. Utilizing risk management
principles, C‐TPAT seeks to enroll compliant, low‐risk companies that are directly
responsible for importing, transporting, and coordinating commercial import cargo into the
United States. The goal is to identify trusted import traders who have superior supply chain
security procedures and controls in order to reduce screening of their imported cargo. This,
in turn, enables CBP to focus screening efforts on import cargo transactions involving
unknown or high‐risk import traders.
Businesses must apply to participate in C‐TPAT. Participants complete an online electronic
application, including submission of corporate information, a supply chain security profile,
and an acknowledgement to voluntarily participate. In completing the supply chain security
profile, companies must conduct a comprehensive self‐assessment of their supply chain
security procedures using the C‐TPAT security criteria—or guidelines jointly developed by
CBP and the trade community for their specific enrollment category.
The criteria (or guidelines) encompass the following areas: business partner requirements,
procedural security, physical security, personnel security, education and training, access
controls, manifest procedures, information security, and conveyance security. Ultimately,
our C‐TPAT certification is just one more way Pollard Banknote is ensuring that any
products provided to the New York Lottery are created and delivered within the most
sensitive, security‐conscious environment possible.
Pollard Banknote’s C‐TPAT approval account number is 391‐05174. Our SVI (status
verification token number)—which must be provided in order to access our C‐TPAT
standing—is 3909810A‐5308‐4432‐B4d2‐ED2157f15f2A.

For the Evaluation Committee’s consideration, we’ve presented our official C‐TPAT
certificate on the following page.
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F. ARRAY OF TICKET SIZES
Pollard Banknote can print ticket sizes to practically any specifications desired by the
Lottery. We use several different sizes of offset presses, making possible a vast range of
ticket sizes. We have printed instant tickets as small as 1 7/8" x 2 7/8" and as large as 12" x
15".
Depending on the fan‐fold arrangement, the number of tickets contained on one “sheet” is
determined by the size of the cylinder and the size of the ticket. For example, a 24" diameter
cylinder (17" across the web width) could print six 8" x 8" tickets, twenty 6" x 4" tickets,
forty‐eight 4" x 2" tickets or sixty‐six 2.18" x 3.2" tickets.
The chart beginning on the following page lists just some of the many ticket sizes Pollard
Banknote can accommodate.
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TICKET SIZES
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1.8333" x 4.25"

3.66" x 5"

2" x 4"

3.66" x 5.5"

2" x 3.8"

3.66" x 6.5"

2" x 3.96"

3.66" x 6.75"

2.18" x 5.125"

3.66" x 6.75"

2.2" x 4"

3.66" x 7.25"

2.4" x 3.2"

3.66" x 7.5"

2.4" x 4"

3.8" x 7.33"

2.4" x 4.9"

3.8" x 11"

2.4" x 5.25"

3.873" x 7.33"

2.44" x 6"

3.875" x 6"

2.5" x 5.5"

3.875" x 7.33"

2.75" x 4"

4" x 3.5"

2.75" x 4.4"

4" x 3.8"

3" x 4"

4" x 4"

3.142" x 3.96"

4" x 6"

3.14" x 4"

4" x 6.875"

3.25" x 4.4"

4" x 7.333"

3.25" x 7.33"

4" x 7.5"

3.3" x 7.33"

4" x 8"

3.4" x 4.8" (die cut)

4" x 11"

3.4285" x 2.333"

4.4" x 4"

3.4375" x 4.5"

5.5" x 4"

3.4375" x 4.8"

5.5" x 5"

3.5" x 7.333"

6" x 4"

3.66" x 4.8"

6" x 8"

3.7" x 6"

6.625" x 4.167" (pouch size)

3.8" x 4.4"

6.625" x 4.5" (pouch size)

3.66" x 2.125"

7.5" x 8"
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TICKET SIZES
3.66" x 3.96"
3.66" X 4"
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G. PERFORATION SPECIFICS
Following application of scratch‐off
material and overprints, the rolls of
printed stock are perforated as they come
off the press and then fan‐folded in a
format that suits a customer’s marketing
needs. Tickets can be folded in a variety
of formats, according to the size and
shape of the ticket.
We take a number of steps to ensure the
performance and quality of our
perforations on both regular fold and fan‐
fold positions. We maintain an inventory
of both standard perforation blades as
well as a variety of custom perforation
blades.
Currently, Pollard Banknote typically
applies perforations ranging from 10 to
14 teeth per inch. Each type of
perforation has different hold strengths.
During start‐up with a customer, we
establish the perforation requirements.
Typically, this process involves providing
various samples for customer evaluation
or having the customer provide us with
samples of products that meet their
requirements.
We always implement the perforation
configuration to meet the customer’s
needs. Once established, this standard
will be maintained until a request for a change is received from the customer. We also have
great flexibility in the perforation location on tickets. We can provide perforations on the
long side of vertical or horizontal tickets. Pollard Banknote’s management and technical staff
are constantly looking for ways to improve our ability to provide what we are noted for
worldwide—the highest quality instant lottery tickets.
Our pursuit of perfect perforations is no exception. We know that non‐performing
perforations result in downtime and frustrations by player and retailer alike.
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During production, manufacturing personnel are responsible for maintaining the established
standard for perforation quality by monitoring the applied pressure and the quality of the
perforation blade. The presses are equipped with hydraulic pressure gauges that monitor
both sides of the cylinder. The gauges also give us a visual check that pressure is maintained
throughout the roll.
Once tickets have been perforated, lab personnel take live tickets that have been voided and,
using a strain gauge, test the burst strength of the perforations in terms of pounds per inch
required to break the perforation.

RFP No.: C110001

Ticket Production and Distribution

367

Ticket Production and Distribution…

H. IMAGED DATA
On the ensuing pages, we present several narratives that serve to illustrate the seriousness
with which Pollard Banknote takes our role when it comes to offering potential clients like
the New York Lottery the kind of imaged data (hereafter referred to as “play symbols”)
necessary to maximize security and maintain interest amongst its loyal playership.
First up, we present specifics regarding Pollard Banknote’s approach to the design and
printing of play symbols, a succinct narrative concluded with an extensive play symbol
library that offers an at‐a‐glance depiction of some of the symbols we’re able to custom‐
build for our clients.
After this discussion, we talk about the various colors our expert lab technicians have
approved for play symbol printing.
Finally, our response to this section is wrapped up with a brief narrative aimed at alleviating
any concerns the Lottery might harbor regarding our approach to ensuring that play
symbols are uniformly positioned and aligned on every single ticket.
To summarize, the three pieces that comprise our response include the following:
1. Play Symbol Library
2. Play Symbol Color Palette
3. Play Symbol Legibility and Alignment
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1. PLAY SYMBOL LIBRARY
Pollard Banknote has virtually no limitation in regard to its capability to offer the Lottery
play symbols (also referred to as fonts) in a variety of type styles, sizes, and colors for use in
ticket production.
Whether it’s the words in Crossword, the playing card suits in
Poker, sporting or holiday icons, an instant ticket’s symbols
must set up an authentic game of chance for players.
We create custom fonts
to your specifications to
suit any language, text
direction, and theme.

To maximize player satisfaction, game play areas and related
play symbols must match player expectations created by the
ticket graphics. This often requires very creative and unique
play symbols.

Pollard Banknote has developed the ability to produce any type of game data image
required. All font images are custom‐built to accommodate the game’s play mechanics, no
matter how involved. These fonts give our customers tremendous latitude in game design
and allow for the launch of truly exciting instant games.
An Imaging Development Group (IDG) within our Information Systems department is
responsible for creating game symbols. Throughout our years of manufacturing instant
tickets, we’ve created and keep adding to an electronic library of font sets—everything from
animals to zodiac symbols. These fonts are readily available and easily adaptable for our
customers.
We can also image virtually any font that can be computer‐scanned. This means we mix
fonts, image more complex fonts (e.g., playing cards, special money symbols) and/or
produce fonts in different colors. There are few restrictions in terms of shape, size, or
position (horizontal, vertical, angled, rotated, etc.), as long as the original image can be
properly scanned). Fonts we create can be unique for every customer and every game, if
desired.
If a lottery requests specific fonts:
1. The artwork may be provided electronically, or images may be provided on paper to
be scanned.
2. A font schedule is built and a sample ticket with a list of the possible font characters
is provided to the customer for approval and signature.
Once approved, an image job is created using the fonts and positioning information shown
on the approved sample ticket. The fonts are merged with variable data to create the
imaging files.
All of our fonts are designed according to our client’s needs and are created to withstand
alterations.
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The print resolution of our Kodak Versamark (Scitex) imagers allows fonts to be thinner and
of greater detail, increasing legibility. Because the font design is more accurate, the security
against common alteration techniques is improved. This enhancement reduces sensitivity of
the variable imaged data to chemical liquid or vapors.
Our high‐resolution imagers also increase the possibility and feasibility of using screen tints
and shading within variable data. This technique, known as font rasterization, produces a
font that is more graphically appealing to the player. The lines and shading that enhance the
look of a graphic design are possible in a rasterized font, with the dual benefit of enhanced
data security. A screen tint is very difficult to repair without leaving obvious evidence of a
compromise attempt. As well, the game data exhibits less sensitivity to the application of
various types of chemical liquids and vapors.
The play symbol library starting on the following page illustrates our impressive range of
capabilities in this regard.
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2. PLAY SYMBOL COLOR PALETTE
Pollard Banknote can print play symbols in colors other than black—including red, blue, and
green.
Our production personnel have tested and approved these alternate colors for printing play
symbols, and have subsequently supplied games with these options for our clients. This
color variation can reinforce the ticket’s theme established with the base graphics. For
example, in creating a ticket with a playing card theme, we might reinforce the theme with
play symbols imaged in red ink alongside the more typical black ink. Secure colors beyond
black, red, blue, and green may become viable options in the future.
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3. PLAY SYMBOL LEGIBILITY AND ALIGNMENT
We can assure the Lottery that any and all play symbols will be legible and uniformly
positioned and aligned on tickets—and be easily readable by the public.
Regarding how we ensure uniformly positioned and aligned symbols, one stage within our
all‐encompassing nine‐stage production process should be highlighted: Stage 5: Variable
Data Imaging. Presented below are the specific measures we’ve taken to address this issue.

STAGE 5: VARIABLE DATA IMAGING
Pollard Banknote uses a proprietary Kodak Versamark (Scitex) process ensuring that the
front and back of the ticket are synchronized through the front and back imager—a process
that is especially important because of the relationship that exists between the bar code, the
validation code, and the other variable data.
The Kodak Versamark (Scitex) K3700 controller reads the data file and sends the images to
the imager. Cue signals and tachometer pulses determine when the K3700 controller sends
out a piece of data to the imager. The signals and pulses let the electronic and mechanical
parts of the system work together.
Since data is applied based on positional information provided by a ticket’s cue mark, it is
vital that the equipment monitoring its appearance and position be accurately calibrated.

Calibration Concerns Neutralized
To ensure this, a cue‐sensor mounting bracket and position‐adjusting device were designed
for complete accuracy in reading the mark. The tachometer pulses, cue signals, web speed,
and physical distance between the imaging towers determine when to release the correct
corresponding data to the second 3700 imager.
A split‐screen monitoring system is located at the 3700 imager, which displays both the
front book/ticket number and back book/ticket number and bar code. At the same time as
the data is displayed on the split screen, the information is analyzed to ensure that the
book/ticket number matches on both surfaces.
In the event that these numbers do not match, the operator is alerted and a correction is
made to bring the information back into sync. In addition to the electronic comparison, the
imaging operator can check for synchronization at any time throughout the run. As well,
inspections for quality control are continuous during imaging.
Video capture systems are used to display enlarged images of the variable data on the front
and back of the ticket, which the operator uses to monitor image quality. High‐intensity, in‐
line strobe lights are also used to monitor imaging registration and quality.
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IMAGER CONTINUITY INSPECTION SYSTEM
In addition to the above protocols, a camera‐based Imager Continuity Inspection System
electronically and automatically monitors game information as it is imaged to ensure the
quality of:

Bar Code Grading
Provides a continual analysis of the quality of the ticket bar codes using the ANSI standard.

Synchronization
Monitors the relative positioning of the front and back of the ticket to ensure that they are in
sync throughout the run. An operator is notified if an error is detected.

Imaging of Symbols
Captures pixel information of fonts and then compares this information to a known profile
for good quality.
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I. SCRATCH‐OFF MATERIAL: A PRIMER
Our scratch‐off material consists of a smooth substance easily
removed by scratching, and is of a quality that will maintain the
security of the ticket symbols and the validation number.
This scratch‐off material is an elastomeric material that
fragments without dusting using normal scratch‐off techniques.
It is smooth and regular to the touch, free of voids and
scratches, preventing game data from being identified with or
without magnification. Each and every active play symbol will
be completely covered by the scratch‐off covering material.
Pollard Banknote’s scratch‐off material will not irritate or stain
the skin or cause harm to clothing under normal usage
conditions.

Our latex (scratch‐off
material) is non‐
irritating and non‐
staining, is easy to
scratch off cleanly, is
not damaged by normal
ticket handling, and
does not dust or leave
residue.

We begin ensuring our quality standards via our stringent requirements for raw materials,
including the scratch‐off covering material. The inks used in scratch‐off application are
comprised of a mixture of resins, pigments, and high flashpoint hydrocarbon solvents which,
when cured, produce the rubbery texture we sometimes refer to as latex. The resin is an
organic compound that comes from plant sources. It is used in varnish, printing inks,
plastics, medicine, and other products.
Pigments and dyes are common to many familiar materials—paint, clothing, plastics, and
food, for example. Solvents are a chemical liquid used to keep the materials thin until
application. Once applied, the material is put through a curing process that removes the
solvent and leaves behind the resins and pigment or dye in a non‐toxic coating. The scratch‐
off material will be readily removed without significant residue when exposed to normal
environmental conditions and scratched in a normal manner. The scratch‐off material will
not be damaged during normal ticket handling.
Pollard Banknote is capable of applying scratch‐off cover material on single or multiple play
areas on each ticket. The number of latex‐covered play areas possible is only limited by the
size of the ticket. This flexibility enables us to accommodate the Lottery’s specific
requirements for each game. We have developed a set of standard requirements for scratch‐
off material.
These standards can be found on the following chart:
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STANDARD REQUIREMENTS ‐ SCRATCH‐OFF MATERIAL
REQUIREMENT

BENEFIT

Viscosity and opacity characteristics

• Ensures that variable game data
is evenly and securely covered

The color of the latex covering must be
consistent throughout the ticket run

• Improves appearance of tickets by
avoiding unwanted variations in graphic
colors
• Ensures all tickets within run match
Lottery’s signed off press proof
• Provides consistently high level of
security through the ticket run

The scratch‐off cover material will be
damaged by extreme heat or solvents used to
compromise the game data cover material

• Enhances security by making tickets more
resistant to invasion and making any
attempts to invade the ticket obvious

Material must be light‐fast; that is, the
materials cannot be susceptible to fading
over a reasonable period of time

• Maintains the ticket’s appearance for
prolonged “shelf‐life” of the game

Materials run efficiently on our presses

• Ensures cost‐effective production

Following production, tickets are subjected to a quality control inspection where inspectors
ensure that they are in compliance with our stringent standards. Tickets are visually
inspected to ensure that nonconformance issues can quickly be identified and rectified. Our
internal lab performs a number of scrape tests to ensure that the scratch‐off material
responds well to accepted standards for scratchability and environmental factors.
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J. PROTECTIVE COATINGS: AN OVERVIEW
The game data under our scratch‐off material is covered with several protective coatings to
prevent precisely this kind of ticket degeneration.
The integrity, adhesion, and barrier characteristics of these coatings prevent liquids,
solvents, and vapors from attacking the game data and ensure that any chemical,
environmental, mechanical, or other known method of invasion cannot compromise the
tickets. These coatings include:

A PROTECTIVE SEALCOAT
The sealcoat application provides both security against compromise and protection to the
game imaging inks. The materials used are either solvent‐based or water‐based depending
on stock type. We have conducted considerable research and development into improving
the overall chemistry of the sealcoats to protect against methods of accidental discovery via
hot, soapy submersion and puddling. Work continues in developing the sealcoat composition
to guard against evolving methods of accidental discovery.

RELEASE VARNISHES
The first varnish is a UV‐cured sealcoat followed by a second varnish, which is a UV‐cured
release coat. The varnish component consists of either a clear or color tinted ultraviolet
(radiation) curable resinous material that cures to a 100% solid film with virtually no
volatile organic components (VOCs) released into the atmosphere.
The application of protective coatings of varnish over the entire play area on a ticket
provides the following benefits:
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•

The coatings prevent damage or exposure of the printed game data that could be
caused during incidental exposure to water or moisture. The adhesion and barrier
characteristics of these coatings ensure the game data will remain readable in the
event that it is exposed to water or moisture.

•

The coatings ensure that the printed game data will remain readable throughout
normal ticket handling and exposure to normal environmental conditions such as
heat and humidity. The coatings help the ticket resist damage during normal removal
of the scratch‐off covering.

•

The protective coatings act as a barrier to solvents that would otherwise
compromise the security of the ticket by allowing game data inks to “bleed through”
the cover material of unsold tickets.
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Clear or tinted varnish can be used for the protective coating. Tinted varnish provides
additional security against attempts at data alteration.
Of dual benefit, the varnishes are formulated to enhance the color and appearance of the
graphics. The following chart itemizes Pollard Banknote’s standards regarding our use of
protective coatings:
STANDARD REQUIREMENTS ‐ VARNISHES
REQUIREMENT

BENEFIT

Ultraviolet curing

• Enhances resistance to chemicals and
vapors
• Provides environmental benefits, such as
ultraviolet curing
• Eliminates the emission of volatile organic
compounds (VOCs) into the atmosphere

Glossy appearance

• Improves appearance of graphics
• Enhances perceived value of tickets

Latex release properties

• Applying normal pressure provides for
ease in removing scratch‐off material
applied on top

Protection of variable game data

• Prevents accidental scratching of play
symbols and chemical invasion
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K. COLOR OPTIONS: DISPLAY PRINTING
INLINE PROCESS COLOR OPTIONS
Using our process
color printing method,
the number of colors
available to print on
tickets is a near‐
limitless spectrum. In
the specific application
of this spectrum,
Pollard Banknote can
print up to 8 display
colors and 8 overprint
colors on instant
tickets printed on card
stock.
An appreciable
difference between the
manner in which this
new press prints color
when compared to our
existing modular
presses is that the
designated color
stations print both
overprints and display
inks at the same time.
In simplest terms,
what that means is
that a ticket could
feature up to eight
display colors and
eight overprint colors
from the same eight
stations.
Ultimately, the fact
that the overprints and
display options are printed together yields an impressive degree of flexibility relative to the
color options our clients can opt to include on their tickets.
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MODULAR PROCESS COLOR OPTIONS
A wide range of press options, combined with the knowledge of our experienced design and
production staff, allow Pollard Banknote to offer an array of base graphic design options. On
an 8‐station lithographic press (found at both of our full‐production facilities), these display
printing options include:
•
•
•
•

Four‐color process with one additional front‐side color, with full bleed background
capabilities
Seven Pantone colors on the ticket front and one color on the ticket back
Four‐color process and up to three Pantone spot colors, plus one color for the back
Combinations of up to four colors on the ticket front and four colors on the ticket
back

Additional display printing options become possible when the Ypsilanti plant’s 10‐station
lithographic press is used. These supplementary variations include:
•
•
•

Nine Pantone colors on the ticket front and one color on the ticket back
Four‐color process and up to five Pantone spot colors, plus one color for the back
Combinations of up to six colors on the ticket front and four colors on the ticket back

The above options, of course, constitute just a few color permutations possible at our
technologically advanced facilities.
Our game planners and marketing representatives are exhaustively familiar with all possible
color combinations, so the New York Lottery can be confident that the full array of
possibilities will be presented on a routine basis. These base graphic options, combined with
several overprint color options, allow Pollard Banknote’s clients to market virtually any type
of ticket.
With all of these options—and the thousands of possibilities that CMYK/four‐color printing
affords—the design possibilities are nearly endless and the production of a ticket that is
both aesthetically appealing and secure is assured.

SUPPLEMENTAL INFORMATION: DISPLAY INKS
Pollard Banknote hereby confirms that the inks we employ in the production of our tickets
are specifically manufactured to meet our exacting requirements. Each has a unique set of
properties to satisfy not only the security requirements, but also the performance and
aesthetics of our products.
Inks used in display printing are tested for characteristics like color integrity, viscosity,
opacity, and compatibility to combinations of other inks and stocks and reactions to
different solvents. The display graphics portion of our tickets is printed entirely with
ultraviolet (radiation) curable inks. These inks consist of resinous materials containing no
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solvents that, upon curing, release virtually no volatile organic components (VOCs:
substances containing carbon that evaporate easily).

TIRELESS LABORATORY TESTING
To ensure that our display inks (and all other inks and varnishes, too, for that matter) are
performing up to both security standards and quality control standards, void tickets from
the start and end of the produced rolls are sent to our lab for analysis. If a ticket does not
meet a quality control standard, the roll is marked and removed from production for further
evaluation. Should any deviations from a security standpoint be detected, the roll is removed
and shredded.
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L. COLOR OPTIONS: OVERPRINTS
Overprint inks are applied using flexographic processes, which provide flexibility in
production and design. Pollard Banknote is capable of applying as many as six (6) overprint
colors on foil tickets and up to five (5) overprint colors on paper stock tickets on the
flexographic press. A wide variety of overprint designs can be used, including text and/or
artistic graphics.

SUPPLEMENTAL INFORMATION: OVERPRINT INKS
In addition to the ability to print a range of base graphic colors, we can print latex
overprints in a wide variety of colors and graphic designs. These color options are helping
lotteries achieve maximum marketability for their tickets. Overprints applied over the
scratch‐off coating offer a clean edge to the perimeters of the play area and enhance the
aesthetics of the ticket. Using sophisticated computer graphics and software programs,
Pollard Banknote has developed an innovative multi‐color approach to overprint designs.
Our Spectrum process printing allows us to draw shapes and motifs in different color values
and mix these colors to create a multitude of additional colors. This technique has enabled
Pollard Banknote to develop dynamic new designs, including four‐color process
photographs, in addition to providing the industry standard solid‐shaped overprints. With
all of these options, design possibilities are enhanced, and the production of a ticket that’s
both aesthetically appealing and secure is assured.
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Overprint Inks: Security Concerns Neutralized
Overprint inks are waterborne, consisting of a mixture of resins, dyes, and pigments that
remain of low viscosity until application. Just as with scratch‐off inks, when the material is
applied it is put through a curing process that removes the solvent, leaving behind a non‐
toxic color layer over the latex.
Pollard Banknote appreciates that the New York Lottery works very hard at establishing
their reputation for providing secure lottery products. We fully understand the negative
impact that non‐secure tickets have on that reputation. That’s why we’re completely
committed to producing highly marketable, highly secure tickets.
Pollard Banknote performs overprinting with inks that frustrate compromise of the game
data covering material. Solvents used against this covering, for example, cause the ink to
distort the overprint covering. We incorporate security bleeders into our overprint designs,
which “run” when a variety of suspicious solvents are used, making obvious any attempt to
compromise the tickets.
Dozens of commercially available solvents are tested against our overprint designs to
combat this kind of invasion technique.
We also ensure overprint designs incorporate the following additional security features:
•

Virtually all of the scratch‐off material is covered by an overprint color to make any
attempts to invade the ticket obvious.

•

The overprint ink extends beyond the edges of the scratch‐off material and into the
display area to improve the appearance of the ticket, give the play area a clean edge,
and help it resist invasion using lifting techniques.

•

The overprinting is clear, unblurred, and uniform so that irregularities caused by
tampering may be easily detected.

We have developed a set of standard requirements for overprint inks. These standards can
be found on the following chart:
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STANDARD REQUIREMENTS ‐ OVERPRINT INKS
REQUIREMENT

BENEFIT

Select inks contain bleeders which “run”
when solvents or chemicals are used in
attempts to compromise tickets

Enhances security

The overprint inks will be color‐fast
and correctly cured

Ensures that no “offsetting” will occur from
ticket front to ticket back on an adjacent
page (and vice versa)

Certain Pantone colors for inks are used
which cannot be color‐copied with accuracy
(including fluorescent and metallic colors)

Enhances security by making accurate
reproduction of tickets impossible

The various inks to be used in the production of the Lottery’s tickets have been developed
specifically for our particular requirements.

Overprint Inspection Protocols
As with base graphics, overprints are client‐approved before production begins. Several
sample sheets of the ticket are taken off the first roll and compared to the ticket
specifications as outlined in the working papers, as well as the Kodak contract proof. It is
then examined for approval by the marketing representative and the client. The approval
press sheet becomes the signed‐off press proof standard. As the run continues, the ticket is
continually compared to the approved press proof standard via our camera monitoring
system to ensure that the level of quality is consistently maintained.
As a final check, when the roll is completed the operators take an end sheet off the roll and
examine it against the press proof. If the operators detect any deviation in the standard, that
roll is marked and subsequently pulled out either before or during final inspection. The
nonconformance will be corrected before the next roll is begun.
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M. COLOR OPTIONS: TICKET BACK
In explaining our ability to print ticket backs in multiple
colors, it’s helpful to clarify the capabilities of the presses
we use to manufacture our tickets.
Pollard Banknote’s presses have designated printing
stations used for base graphics, with each station capable
of printing one color. In practical terms, what this means
is that the number of colors possible on a ticket—
whether they’re printed on the front of the ticket or the
back—cannot exceed the number of available print
stations. Given this parameter, the complete range of
possible front/back color combinations are too numerous
to detail here.
Essentially, any front/back color combinations are
feasible provided the aggregate number of colors
employed does not exceed the number of available print
stations.
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N. WORKING PAPER PROTOCOLS AT POLLARD BANKNOTE
Production of the New York Lottery’s games does not commence until the working papers
have been officially signed‐off by the Lottery. The working paper process is firmly
established at Pollard Banknote. It has been tested, revised, and made efficient over the
course of the thousands of games we have printed over the past two decades.
Once the artwork and prize structure are approved by the customer, the marketing
representative creates draft working papers. This document precisely communicates
product quality requirements, play format, ticket design (front, back and samples) along
with post‐production requirements and deliverables for both our customer and our internal
production group. The document is formulated in collaboration with Pollard Banknote
personnel in our Game Generation, Technical, Manufacturing, and Computer Operations
groups. Our ultimate goal is to provide the most comprehensive and accurate document for
the Lottery to do its final review.
The working paper and Draft Spec Review are among the steps that ensure reliable
communication throughout production and prevent any unwanted surprises in the final
product.
After draft working papers have been scrutinized and approved internally, the document
advances to the customer for their review and comments. Draft working papers become
final working papers once reviewed and approved by the Lottery.
During the entire game development process, there is regular communication with the
Lottery personnel to address any issues/questions/concerns that may arise during the
course of game planning or printing.
Any comments are incorporated and final working papers are developed for Lottery and
Pollard Banknote sign‐off before being stamped “executed.”
As a measure to help ensure quality and security, the marketing representative makes all
required copies for the Lottery and for our internal use.
Production personnel use executed working papers to make their own production
specifications. These production specifications, together with final working papers, become
the guidelines for the production team.
Lotteries express sincere appreciation for the working papers as supplied by Pollard
Banknote. We ensure working papers provide full details of a game’s prize structure,
programming parameters, and all other important specifications.
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Our representatives take great pride in the critical, if unglamorous, spadework necessary to
get game production going on the right track and staying there. Their meticulous
preparation of working papers invariably reduces the degree of internal revisions.
With Pollard Banknote as its partner, there will be no need for the New York Lottery to
“sweat the small stuff.”
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O. TICKET RECONSTRUCTIONS
In cases when the entire ticket is intact, the Lottery’s retailer (via the bar‐coded online
system) or the Lottery’s prize claim officials (via the Lottery’s prize claim system) need
merely access the validation information supplied by Pollard Banknote. This includes a list
of winning ticket validation numbers and related prize values for each ticket. This
information allows the Lottery’s officials or their retailers to verify and process all winning
tickets produced by Pollard Banknote.
However, in instances where consumers have in some way obscured or damaged a ticket
validation number, Pollard Banknote’s reconstruction system can determine whether the
tickets are winners so that the Lottery can pay out rightful prizes. The Lottery can also use
our reconstruction system to verify whether tickets are winners in cases where fraudulent
activity is suspected. Whatever the reason, Pollard Banknote has systems in place to ensure
that the correct prizes are paid.
We can reconstruct a ticket’s play area by the book and ticket number, or by the validation
number. Our ticket reconstruction modules can only run on one central processing unit
(CPU), which is located in our secure Computer Operations environment. Reconstructions
can only take place after authorization from pre‐determined, specified Lottery personnel,
and are performed by two authorized Pollard Banknote front‐office employees.
The turnaround time between request and delivery of a reconstructed ticket is typically
twenty‐four (24) hours. We have fulfilled reconstruction requests for clients on the same
business day, or even within an hour or two, and will accommodate all such timelines and
requirements for ticket reconstruction.
Pollard Banknote will provide ticket reconstructions electronically in a common readable
format. We ensure that the electronic response illustrates what should appear on the
questioned ticket. Our personnel will gladly review all aspects of electronic reconstructions
with approved Lottery personnel to ensure satisfactory procedures regarding information
security, file formats, and information layouts that illustrate ticket information.
The reconstruction terminal is located in its own secure environment, with restricted card
access. Only reconstruction staff has access. The reconstruction application is also user ID
and password protected. Because our ticket reconstruction modules run on a single central
processing unit (CPU), they can only be performed on the dedicated CPU located in our
Computer Operations department. Rest assured, reconstructions are initiated only with the
proper authorization of pre‐determined Lottery and Pollard Banknote personnel. All
reconstructions are logged on that system as performed and are regularly checked to ensure
that only sanctioned use and/or attempts have taken place. To date, no discrepancy has ever
occurred during the reconstruction of a ticket.
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P. INTERNAL AND EXTERNAL GAME AUDITS
Internal Protocols
Pollard Banknote’s experienced Game Generation group, responsible for the randomization
and prize structure concerns noted above, consists of talented programmers who
independently create application software and verification software that generates and
verifies the game data for each game according to the customer’s requirements. These gifted
programmers have gained considerable skill generating the variable data that goes into
billions of tickets and hundreds of games year after year. The Internal Audit group
independently creates computer software using separate logic to audit the application and
verification software created by the Game Generation group. The Internal Audit group audits
each pool of data created to verify that all requirements are met as specified in the game’s
working papers. Additionally, this group conducts a variety of proprietary audit tests
including pattern analysis to assure randomness in the game data.
More extensive information regarding our internal audit procedures can be found within a
narrative we’ve entitled Pollard Banknote’s Audit Program, which is presented
subsequently within 4.7 Ticket Production and Distribution. It’s part of the multi‐part
discussion entitled Quality Control at Pollard Banknote.

External Certification
Further to our extensive internal audit tests, our external auditors will issue a written
report attesting to the fact that the game data meets all restrictions as specified in the
game’s working papers. Pollard Banknote uses the international firm of Deloitte as external
auditor, a firm which has thus far proven acceptable to the Lottery. The level of
understanding and cooperation between Pollard Banknote and Deloitte is great; Pollard
Banknote provides the access which Deloitte requires to properly conduct its audits, and
Deloitte is very familiar with the intricacies of instant lottery ticket production. This highly
effective relationship will continue to be in place for any games we produce for the New
York Lottery. The data is ultimately checked three times for accuracy—by Pollard
Banknote’s Game Generation group, by our Internal Audit group, and by our external
auditors—before any game is produced.

SAMPLE REPORTS
For the Evaluation Committee’s scrutiny, Pollard Banknote has included samples of the kind
of reports we typically provide. Three reports prepared by Deloitte have been offered on the
following pages: an individual game audit showcasing our programming capabilities, and
two overall internal control audits—one for Ypsilanti (the proposed primary production
facility for the Lottery’s tickets) and one for Winnipeg (the backup facility and the nucleus of
our game programming/security operations). Specific information regarding these reports is
as follows:
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1. Independent game audit:

Lucky Symbol Crossword Tripler – Game #657
Minnesota Lottery (December 22, 2009)

2. Overall internal control audits:

CICA Section 9100 Report on Operations
Ypsilanti Plant (May 24, 2007)
CICA Section 9100 Report on Operations
Winnipeg Plant (April 27, 2007)

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following three documents confidential. The specific statutory
basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The three comprehensive audits offered on the ensuing pages constitute Pollard Banknote
trade secrets used to further a business advantage over competitors who do not know or use
it, and the disclosure of which would injure Pollard Banknote in the marketplace.
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Q. INVENTORY CONTROL OVER RAW MATERIALS, GOODS IN PROCESS,
FINISHED GOODS
Pollard Banknote maintains raw material control by keeping a minimum amount of all raw
materials used in manufacturing on hand at all times. Additional raw material is ordered
accordingly after our marketing representative confirms an order with a client.
Goods in process are tracked with electronic logs kept at every press. Production is recorded
daily.
Finished goods are checked to ensure they are secure, properly labeled, and shipped on time
and according to Lottery specifications.
Our protocols for accurate and efficient inventory control are summarized as follows:

Electronic Manufacturing Control Log (EMCL)
Quality Control uses this game‐specific document to record both conforming and
nonconforming books of tickets. It’s just one aspect of the internal ISO 9001 quality
procedures that Pollard Banknote carries out. The log is a means of keeping track of each
individual book of tickets generated. The log contains a unique bar code for every book;
typically each sheet will have 40 to 100 bar codes, depending on the book size. The direct
benefit to the Lottery is that the EMCL automates the tracking system and reduces the
possibility of human error.
Our high‐security facilities include special areas for storage of raw materials and finished
tickets, but we also store quality control sheets and EMCL documents in this area. This
information is stored as an aid in resolving any questions or discrepancies regarding
shipping manifests, book disposition, or product quality concerns. This storage area boasts
the same rigorous security features as our production environment.

Waste Destruction
Any material to be shredded is detailed in a logbook. All voided tickets are shredded within
the secure confines of Pollard Banknote’s facilities by Pollard Banknote staff. The shredding
room is a monitored, limited‐access area. We use special dual shredders, which shred the
materials into strips not exceeding 3/8". In addition, all waste connected with instant game
production (unused, partially printed stock or other waste) is also disposed of in this way.
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Delivery
A shipping manifest is assiduously maintained. When the pallet loading is complete, the
manifest listing all tickets to be shipped is checked and placed with the tickets. The shipping
carrier representative and our representative sign the seal number listed on the Master
Packing List. The seal will only be broken in the presence of a designated New York Lottery
employee.

SUPPLEMENTAL INFORMATION: ACCOUNTING CONTROLS
Procedures and controls are in place to manage accounting information related to the
Lottery’s games. Our system is a multi‐stage computer package designed for the printing
industry with selected key areas being billing, inventory control, and costing. Each is
designed to track the accuracy of both ticket quantity and monetary value.
Both manual and computerized checks exist at all critical points in the process, which begins
at the “boundary” or input stage of each function. When specifications are signed off, this
serves as the key document to drive the order/billing function with all information,
including final invoicing verified against the original specification.
Similarly, the accounting controls on the production side begin with controls over the
receipt of product to be used in the game. We use a computerized costing system to track the
game production, including the capture of labor and other inputs to ensure all of the proper
information is available for our production management. All of the key documents (such as
invoices) are computer‐generated and then verified by manual review in the Finance
department to ensure accuracy and timeliness. Throughout the entire flow of documents and
information related to accounting, all critical control issues are assiduously addressed,
including accuracy, completeness, timeliness, and agreement with Lottery specifications.
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R. OMISSION TICKET MANUFACTURING (BALANCING)
Pollard Banknote’s dedication to producing tickets of unsurpassed quality requires
commitment throughout the production process. Our objective is to provide quality, secure
and error‐free games. We are committed to ensuring that our products conform to the
requirements of the customer. To achieve this, quality is continually monitored and checked
throughout every stage of the production process. Inspection involves a thorough and
intensive final review of all components of the printed tickets.
Pollard Banknote will not rely on any single procedure to ensure compliance with the New
York Lottery’s standards and our standards. We’ve incorporated various practices to assure
that only the very best products are shipped.
Tickets are fan‐folded offline into carton‐sized lifts and taken
to an inspection area where automated procedures and/or
human inspection eliminate books that do not meet quality
control standards.
The inspection room is a limited access‐area that requires
authorization by card key for entry. All tickets arrive in the
order they are taken off the presses. The inspections carried
out in this stage are all recorded on an Electronic
Manufacturing Control Log (EMCL), which is loaded from the
Lottery Ticket Inspection System before a roll is taken to the
Quality Control inspection area.

Quality is continually
monitored and checked
throughout every stage
of production. We rely
on a range of practices
and standards, rather
than any single
procedure, to ensure
compliance.

This form is part of the internal ISO 9001 quality procedures that Pollard Banknote carries
out. The electronic log is a means of keeping track of each individual book of tickets
generated. The log contains every book, and typically each screen will have 40 to 100 bar
codes, depending on the book size.
Any books containing tickets judged not to conform are omitted and voided. Pollard
Banknote controls all tickets at the book level. It is vital to be able to track books
individually to ensure that the customer receives only those books that meet Pollard
Banknote’s stringent quality requirements.
We reviewed existing tracking methods but found that none met our exacting needs. To meet
our own standards, we had to create our own system. This led to the creation and
implementation of a customized Book Tracking System. The system is used throughout the
finishing stage of the production process. It allows our inspection personnel to know where
each book is in the production process, ensuring absolute accountability.
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A key advantage of our Book Tracking System is the elimination of manually voiding tickets.
Once the quality control inspector has identified voided books, the books go to the Void
Bank. The banker scans the pertinent information into the computer using the actual book
and ticket bar code. In order to void any book, the first and last ticket from that book must
be scanned.
Individual tickets are not destroyed in singles; rather, the entire book is destroyed. Books
found to be defective in any way are recorded on the EMCL and are then taken to the Void
Bank. The banker uses the EMCL to generate an online record of all voided books. A scanning
system is used to scan in all voided books, thereby ensuring that they are deleted from
validation media sent to the customer. All books that have been voided are then sent
through a Shredder Application (also developed in‐house) that verifies the void status of
these books as they travel in a sealed bin to be destroyed in our shredder. This process
automatically records the book numbers and ensures control throughout the remainder of
the Finishing process.
In detail, Pollard Banknote’s custom Book Tracking System works as follows:
1. An EMCL is created containing all book numbers imaged for a game.
2. As finished rolls are run through our Lottery Ticket Inspection System, all books are
flagged electronically using the unique game and book bar codes. Each book is
flagged as either acceptable or defective. This allows Pollard Banknote to track each
and every book.
3. All books flagged by the Lottery Ticket Inspection System are then extracted by an
inspector. Once extracted, the inspector pre‐voids electronically by assigning a
reason for the void to the particular book (e.g., poor color quality, rip in ticket).
4. All pre‐voided books go to the Void Bank, where the first and last ticket from that
book must be scanned in order to actually void the book. Once all pre‐voided books
for all EMCLs have been scanned for that pool, the data entered is verified and
rechecked. A hard copy of all voids in a pool is generated. When printing a hard copy
of the list, a warning signal is issued if any EMCLs have not been recorded.
The information is then electronically transferred to the Computer Operations group, which
stores the information on its system. Computer Operations then proceeds to use this void
information in two ways: to prepare the appropriate files, if further printing is necessary
(using the pool replacement method), and to prepare carton content listings.
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S. ELECTRONIC ARTWORK TRANSFERS
Pollard Banknote is well‐versed in the art and the science of lottery ticket design. We will
operate with the latest hardware and software available for all ticket creation activities,
applying our long‐standing knowledge of the industry and grasp of design fundamentals to
create compelling tickets that get noticed, purchased, played, and enjoyed.
We prepare accurate electronic files of ticket art to conveniently help our customers
approve designs remotely. Artwork can include the unscratched ticket, the scratched ticket,
simulated data imaging, the ticket back, and overprints.
We typically supply these files on a variety of media, or as e‐mail attachments in whatever
format a customer desires, including MacroMedia Freehand, Adobe Illustrator, Adobe
Photoshop, and Adobe Acrobat PDF, for example.
In sum, our current combination of hardware and software includes all of the items noted in
the chart below. We regularly update our hardware and software to take advantage of
ongoing advances in design and pre‐press equipment and to bring our customers the best
designs.
DESIGN HARDWARE
WORKSTATIONS

PRINTERS

MISCELLANEOUS

Intel MacPro towers
Intel 24” iMacs
G5 Macintosh towers
G5 iMacs 20”
G4 Macintosh towers
G4 iMac computers 20”
G4 iMac computers 17”
Intel MacPro servers
Mac FTP servers
Dell PCs

Konica Minolta CPP550 copier/printers
EFI Fiery Pro 80 RIPs
HP LaserJet 5000 b&w printers
Kodak Approval NX XP2 proofer
Agfa Sherpa Inkjet Plotter
Epson Stylus Photo R300

Nikon D80 Digital SLR camera
Sony Digital 8mm camcorder
Canon G3 digital camera
Wacom Intuos drawing tablets
Epson Perfection V500
scanner
Agfa SnapScan scanner
Sony AIT3 tape drive

DESIGN SOFTWARE
SOFTWARE
Adobe Acrobat
Adobe Illustrator
Adobe PhotoShop
Adobe InDesign
Adobe Creative Suite Design Premium
Adobe FontFolio Collection
Macromedia Freehand
Filemaker
Extensis Suitcase
Stuffit Deluxe
Roxio Toast
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DESIGN SOFTWARE
SOFTWARE
EMC Retrospect backup software
3D Studio Max
Fontlab Studio
Maxum Rumpus FTP software
Transmit FTP client software
Symart UPC, EAN software
Microsoft Office
QuarkXPress
Apple Aperture
Apple Final Cut Express
Apple iLife & iWork
Apple OSX

VERSION
6.1, 8
5.0
5.02
6.06
3.6.7
6
2004
6.5
2.1
4
08, 09
10.4.11, 10.5.6

Please note: the Adobe Creative Suite 3 bundles Illustrator CS3, PhotoShop CS3, InDesign CS3,
and Acrobat 8, each of which Pollard Banknote is increasingly using for customer designs.
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T. VALIDATION PROTOCOLS
Pollard Banknote’s production process tracks and accounts for books as they pass through
different stages of production. This system does not reveal or impart information on prizes
in each book. Instead, it identifies whether the books are good or omitted—as a result of our
extensive quality control protocols.
Once books of tickets have been fan‐folded, each book undergoes inspection by designated
quality control inspectors. Books deemed defective in any way are recorded on the omit log
and deposited into the void bank. The void bank operator subsequently verifies that the
inspector has correctly recorded the voided books. Voided book lists are turned over to the
Computer Operations department, where authorized staff enter the voided books into the
production system under dual verification to ensure that the correct book numbers have
been entered.
The computer system managing this process resides in a limited‐access area physically
separate from the rest of the facility. Access is secured by a strictly monitored card reader.
This system is further secured by multilevel pass protection: users can only gain access to
the system through correct entry of user identification numbers and passwords.
As with Pollard Banknote’s ticket reconstruction procedures, work in this area requires the
correct user identification. Once in the system, preset restrictions only allow the user to
process omitted book information. These operations are logged and the logs are audited
regularly by our Internal Audit group.
Once all tickets have been cartoned, the good book file is transferred from the production
system to the validation system, which algorithmically analyzes this file and separates the
validation numbers of the winning tickets into low‐, mid‐, and high‐tier winners. The final
validation file is then created and turned over to the New York Lottery.

SUPPLEMENTAL INFORMATION: VALIDATION NUMBERING
Validation numbers are part of the variable data that are imaged onto the tickets at the same
time as the bar codes and play data. Pollard Banknote prints a different, random validation
number on each ticket used for winning ticket claims validation. The number is also used for
the reconstruction of lottery game numbers, letters, or symbols that have become mutilated
or unreadable. Validation numbers are randomly generated through the application
software, and are independent of the book and ticket numbers. This makes it impossible to
find a correlation between the book and ticket number and the validation number.
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U. GAME/DATA PROGRAMMING CAPABILITIES
Lotteries typically give Pollard Banknote high grades for computer programming. A
dedicated software team within our company is responsible for programming a wide range
of data combinations and thus a greater range of ticket face options.
In fact, in our opinion, and from what our customers tell us, Pollard Banknote has the widest
range of unique ticket faces—with almost every ticket being one of a kind. In turn, players
have greater variety. This gives the favorable impression that they have not played the game
before. Our software department brings expertise, responsiveness, and flexibility to our
clients.
Visual appeal aside, an instant ticket game is all about data. The game symbols that set up a
player’s chance for a lucky day are the surface of sophisticated programming underneath.
Pollard Banknote creates game symbols, generates random data, and ensures a game meets
all programming parameters and production specifications.
We call on the experience and expertise of 81 font technicians, programmers, information
technology specialists, and auditors operating within a well‐established system.
All of us at Pollard Banknote know that a lottery’s reputation is at stake if the integrity of
game data is ever in question. Our system builds in procedures to ensure security. Groups
involved in game programming activities work in separate, restricted‐access locations
within our facility. We do this to preclude the possibility (and even the appearance) that
individuals might have access to inappropriate combinations of sensitive information.
Sharing privileges for game data‐related electronic files are similarly restricted.
Lotteries around the world are seeing the benefits of our game programming expertise,
including:
Fonts to suit any game already in an instant ticket lineup, or any concept. We maintain a
library of dozens of sets of customizable fonts to suit almost any theme. We can develop
fonts from scratch or work with client‐supplied artwork or ideas just as well.
Data that ensures variety for players and for the product mix. Every game Pollard Banknote
produces has its own custom algorithm for data generation. Across the full run of an instant
game, this creates a high degree of variability in outcomes that keeps repeat players playing.
And it also encourages us to extend the limits of what we can do for our clients.
Pollard Banknote’s programmers have gained considerable skill and experience generating
the variable data that goes into billions of tickets and hundreds of games year after year.
Clients simply appreciate that we can do the job flexibly, reliably, and efficiently.
Peace of mind. A thorough, independent audit ensures that game data symbols conform to
specifications.
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SUPPLEMENTAL INFORMATION
A Closer Look: The Benefit of Variability
A lottery ticket should never be predictable.
If regular players can easily discern repeated patterns in game play, the appeal of the ticket
can quickly disappear.
To ensure that our games are not predictable, and therefore remain player favorites, Pollard
Banknote has mastered the programming of complex games like Crossword/Cashword and
Bingo so that all different possible data configurations are used.
Unlike our competitors, who talk about the “maximum” number of ticket faces they can
produce, we have programming that will generate a virtually limitless variety of ticket
combinations given the games constraints. We have run tests with 3 million simulated
Crossword tickets, and 99.54% of them were unique. The same level of uniqueness will
apply to Bingo as well.
In short, that means virtually no two tickets in a single order are identical. If only a small
subset of data configurations are used—as is the case with some approaches currently used
in the industry—players will not get the same variety and may lose interest. In extreme
cases, players may become familiar with the configurations and know immediately (without
completing play) if a ticket is a winner or a loser, negating the higher‐priced benefit of
extended play.
It takes more time and effort to program all possible data configurations, but our Game
Generation personnel pride themselves on ensuring top‐quality data.
And regular players appreciate this effort, as evidenced by the high rate of repeat purchases
and impressive sales results around the world.
There are a wide range of extended play games that benefit from our programming
capabilities, including industry staples like Bingo and Crossword/Cashword, as well as
innovative games like Solitaire, pyramid games, coordinate‐match games, racing games,
Snakes and Ladders, and licensed games.

Security
To ensure security, all Information Systems equipment, personnel, and tasks are physically
and logically separate. This precludes any interaction during game data creation and
subsequent production.
A customized security system covers the Winnipeg facility where Pollard Banknote’s
Information Systems groups operate.
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Our Computer Operations department merges and distributes sensitive data essential to
creation and operation of a lottery’s game. This highly sensitive area is equipped with its
own dedicated intrusion alarm system.
This office also has double‐contacted doors. The security system records all (valid or
invalid) card‐swipe attempts. An intrusion alarm contact monitored by an ADT system
secures the office when it is unoccupied. A set of 360‐degree motion detectors and glass
break sensors on all windows connects to this stand‐alone burglar system. This system is
controlled by a keypad inside the Computer Operations office, with access only by
authorized personnel. The keypad codes are in the form of PIN numbers, each unique to the
authorized person. This allows the system to record entrances and exits to the area.
All modems in this office are on unlisted data direct lines that do not go through the
switchboard. These modems use dial back processing to ensure limited authorized access.
All essential equipment is plugged into battery backup systems that automatically activate in
a power failure. These battery systems also serve as power regulators to smooth out any
power fluctuations.
The Computer Operations department and all computer programs/imaging files are housed
in a limited‐access computer room. Only authorized personnel can enter this area without
being signed in or escorted.
Game Generation software programs are stored in executable format on operations systems.
Executable tasks are restricted to certain directories. A user must have authority to access
both the directory and the executable task before execution can take place.
All source code is stored in an encrypted format on a separate development system and is
protected by restricted access. To log on to a system, the user must have a valid user
identification and password. Passwords are changed on a regularly scheduled basis. Once
logged on to the system, each user is granted limited access based on user identification.
These different levels of access allow users to read, write, or execute only those tasks to
which they have been given access.
Physical checks of all procedures take place regularly. All procedures within the computer
software division must be followed and are checked‐off in a log to ensure completion for
each game/draw. Any deviance from normal procedure must be approved and signed for by
a member of senior management. Independent auditing firms have extensively reviewed
these procedures.
In the event of a software disaster, we are able to provide a duplicate copy for all required
software within a 24‐hour period or, alternately, we could produce game data or imager files
ready for imaging within the same time frame. We have two sites with similar computer
equipment that can produce tickets within a short time frame.
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Game data resides on our operations systems. It is stored no longer than necessary for that
game’s production and removed on completion. All equipment for this storage resides
behind the doors of Operations’ secure limited‐access room. Access to this data is restricted
to authorized individuals.
Game data is verified by an application developed by a programmer independent of the
programmer who designed the game generation application. Game data is subjected to
frequency, serial, difference, and gap statistical tests to ensure randomness. If required by a
client, game data is also audited by an external auditing firm that develops customized
software to independently verify that data conforms to game specifications. All data sent to
auditors is encrypted for extra security.
Operations personnel in our Winnipeg facility run an application to create the imager files.
This application reads job information from the Operations servers in Winnipeg and creates
a number of encrypted imager files on the appropriate plant’s secure file server for each
customer’s game.
Operations systems in Winnipeg are connected with a private network to the secure imager
file servers in each imaging facility. This network provides a dedicated T‐1 line for data
transferal between Winnipeg and our Ypsilanti facility. Pollard Banknote does not share this
line with any other users, and controls access at all ends. Files are made available to the
imager operator once the proper approvals are in place. The Operations network is secured
so that only Operations application servers and Scitex imagers may access information on
the secure imager file servers.
Files on the secure server include certain characteristics that serve to secure the data:
•

Information they contain is encrypted using DES encryption (64 bit key).

•

They are written in a proprietary format only available by signing a non‐disclosure
agreement with Scitex (the manufacturer of the imaging hardware). Once created,
they may only be run on a Pollard Banknote Scitex imager (due to the encryption and
key required to decrypt).

RFP No.: C110001

Ticket Production and Distribution

401

Ticket Production and Distribution…

PRODUCTION PROCESS
1. All raw materials we use must meet demanding standards via our suppliers’
ISO certification or our rigorous, internally enforced Certificate of Analysis.
2. Before any ticket concept goes into production, it must pass a multistage
design review to verify that the client is satisfied, that the design is technically
feasible, and that no design‐related security issues arise.
3. To best benefit our clients, we are committed to continued capital investment
to make our production process as efficient as possible.
4. We have made—and will continue to make—infrastructure upgrades tailored
to the unique needs of each customer.
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II. QUALITY CONTROL AT POLLARD BANKNOTE
A direct relationship exists between the methods of printing and production discussed
earlier and the various elements that comprise effective and efficient quality control.
Pollard Banknote continues to be on the leading edge when it comes to establishing
standards that translate into producing the most reliable, highest quality instant tickets
possible. The New York Lottery can be assured that we’ve incorporated procedures and
protocols into our production process that will meet or exceed those practiced by competing
Vendors.
Our proven commitment in this regard is just one of the many reasons why our diverse
clientele have come to trust that Pollard Banknote can be counted on to help them continue
to earn the respect (and resultant revenue) of their valued customers.
As a printer of acclaimed, secure lottery tickets for over two decades, it’s no surprise to our
clientele that Pollard Banknote’s quality control procedures are second to none when it
comes to ensuring that only tickets of exceptional standing ever reach consumers.
Within this section of our response, Pollard Banknote presents a detailed account of these
assorted protocols—and how they will benefit the New York Lottery.
For the Evaluation Committee’s scrutiny, Pollard Banknote has divided our discussion of
quality control into the following six essential components:
1. Quality Control Considerations
This narrative discusses the importance of our ISO 9001:2008 certification, then
delves into some specific detail regarding how this program is applied within our
production environment.
2. Quality Control: Essential Elements Illustrated
These visuals offer a wide‐ranging appreciation for the lengths we go to in making
sure the smallest details are incorporated into our quality control measures.
3. Confidential Quality Control Reports
Many different quality control reports circulate throughout Pollard Banknote. Which
ones are used for a specific product varies by type of game in production, but they’re
all aimed at ensuring ongoing conformance to Lottery specifications.
4. Introduction to Procedures and Forms
To offer the Evaluation Committee even more tangible evidence of the kinds of
procedures and forms we remain in strict compliance with, a series of actual in‐
house examples are presented here.
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5. Data Processing Software Sample
Much like the above examples, this highly sensitive document provides an overview
of the customized software Pollard Banknote regularly develops in‐house to satisfy
the many variables that must be incorporated into our instant ticket production
environments.
6. Pollard Banknote’s Audit Program
Pollard Banknote herein presents a summary of the various audits—both internal
and external—that form an integral part of the way we do business with our clients
day in and day out.
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1. QUALITY CONTROL CONSIDERATIONS
Pollard Banknote has achieved success as a manufacturer in the
lottery industry because we understand the assurance of
quality and security is paramount. Since printing our first
lottery tickets in 1985, we have committed to implementing
quality controls in every aspect of ticket production.

“In the end, the
customer doesn't know,
or care, if you are small
or large as an
organization, she or he
only focuses on the
garment hanging on the
rail in the store.”

Quality, like security, is an intrinsic concern in lottery ticket
production. The Lottery’s gaming constituents are loyal
because they trust that the Lottery and all of the Lottery’s
Vendors are committed to providing quality products and
services. This commitment to integrity also preempts handing
opponents ammunition for public criticism. Time spent
Giorgio Armani, fashion
defending mistakes or carelessness diminishes the Lottery’s
designer/entrepreneur
energy and effectiveness in meeting its mandate. The Vendors
of the Lottery must also understand, uphold, and enhance this
reputation by providing products and services beyond reproach. Pollard Banknote fully
understands our role in upholding the Lottery’s reputation. We will provide the Lottery
with products that are highly marketable, secure, and of the highest standards.

Pollard Banknote’s Quality Management System is certified by the International
Organization for Standardization. We are certified to ISO’s 9001:2008 version, which covers
quality in design, development, production, installation, and servicing procedures. In
addition to meticulously documenting our procedures, we have a formal maintenance
schedule in place for each piece of equipment used in our production process. This schedule
was developed in accordance with the manufacturer's recommendations and our experience.
Our Maintenance Supervisor ensures that all requirements of this rigid maintenance process
are completed on schedule, thereby minimizing production delays caused by machine
failure.
We chose this very stringent category of the ISO 9001 program to maximize our quality
system procedures in the critical areas listed. The overriding objective of ISO certification
and Pollard Banknote is to meet or exceed customer expectations. We will continue to work
hard and develop new ways to meet this objective. Our customers benefit from this process
because this documentation has made our manufacturing process extremely consistent. This
means increased consistency in our quality performance. This reliability gives the Lottery
the assurance that the games designed to complement its marketing strategies will perform
as expected. Companies worldwide are adopting ISO certification to improve and better
serve customers. ISO certification assures that we will continue to be a low cost and high
quality supplier.
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ISO IN THE FINAL PRODUCT
The Lottery demands a product that meets expectations consistently. The key word is
“consistently.” Operating to ISO standards helps Pollard Banknote remove variation from its
processes, and therefore from our tickets. Our Quality Management System is the process or
“game plan” that gives us the direction and tools necessary to fulfill our objectives. It
informs every aspect of production. As examples of how this translates into the final
product, consider some of the inputs into the ticket manufacturing process:

Raw Materials
It is imperative that our suppliers provide materials that meet our specifications—and that
are consistent. Our ISO‐approved Quality Management System gives us the tools to ensure
this. In fact we exceed requirements in this area. We perform on‐site audits of our major
suppliers to ensure that we begin the production process with raw materials that will
translate into a consistent final product.

Employee Training
ISO provides Pollard Banknote with standards to ensure that our employees are adequately
trained using competency‐based methods. This emphasis on the manpower component of
the process is critical in providing a consistent product.

Improvement
Customer expectations, pride in our work, and competition ensure that our company is
never satisfied with the status quo and is continually driven to make our products and
services better. With ISO as a guide, we created an “Action Request” system that has
received compliments from external ISO auditors. This system records and tracks all
opportunities for improvement and provides an analysis for direction and action.

Gauges Control
We monitor our products throughout the production process, and in many instances the
monitoring is performed with gauges such as viscosity controllers and thermometers. ISO
provides a program to ensure that the gauges are correctly calibrated at all times.

Equipment Schedule
A formal maintenance schedule is in place for each piece of equipment used in our
production process. This schedule was developed in accordance with the manufacturers’
recommendations and our experience. Our Maintenance Supervisor ensures that all
requirements of this rigid maintenance process are completed on schedule, thereby
minimizing production delays caused by machine failure.
These are just a few examples of how ISO translates into the final product. Our ISO‐certified
Quality Management System helps us remove variation from the process. The result is that
our customers receive a more reliable and consistent product and service.
We provide a copy of our ISO certification following this page.

406

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…

PROBLEM TRACING METHODOLOGY
Pollard Banknote’s ability to trace and manage the nonconformance issues begins with the
introduction of raw materials into the production process and ends only with delivery of the
final product and the satisfaction of our customers. Along this path, Pollard Banknote
maintains formal processes to ensure both corrective and preventive actions.
Pollard Banknote’s Quality Management System has been certified by the International
Organization for Standardization (ISO), which covers quality in design, development,
production, installation, and servicing procedures. This standardization includes guidelines
for tracing and responding to nonconformance.
The first step is ensuring that raw materials provided by our suppliers meet stringent
quality standards. Suppliers must be dependable, as their products are critical to the
security of our customers’ products.
As part of our Quality Management System, each stage of production is documented on the
“roll tracking form.” The form is started at the base graphics stage and accompanies each
roll of tickets through the printing of variable data imaging and the application of protective
coatings, scratch‐off, and overprints. This method of quality control means that many
concerns are communicated and corrected before they become problems later in production.
Completed forms are kept on file in the inspection area until the game ends and is no longer
in the marketplace.
Pollard Banknote labs follow standardized procedures for the testing of tickets, and will also
customize tests for customers and report the results directly to them if they require it. The
results of all tests conducted by the lab (both for raw materials and for tickets) are recorded
into a database. If there is a problem with a ticket during production, it is immediately
traceable through the database—if necessary, all the way back to the raw materials used in
the process.
Using ISO standards as a guide, Pollard Banknote also created
an “Action Request” system that has received compliments
from external ISO auditors. This system records and tracks all
opportunities for improvement and provides an analysis for
direction and action. Our employees see this as a vehicle for
their input and improvement into the process.
An Action Request can be initiated when a problem is identified
in production or in response to a customer (lottery) comment.
The Request can be filed by a customer’s designated Pollard
Banknote marketing representative, or by any other employee
involved in production.
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With completion of initial details on a paper form, the Action Request goes directly to the
Quality Manager, who logs, maintains, and distributes all Action Requests.
Depending on the nature of the request, the Action Request may then go to the Production
Manager, who would be responsible for bringing the request to the attention of the
appropriate work group.
Pollard Banknote responds within 24 hours (one working day) when the Action Request has
been initiated by a customer complaint. But this rapid response does not constitute a quick
fix; rather, it assures customers that we are aware of the problem, and also sets in motion
the actions that will correct it and prevent reoccurrence.
As soon as they are notified of an anomaly from the lottery, the marketing representative
will respond to a complaint with as much information as is available at the time. As we have
done in the past, the marketing representative will provide further information as soon as it
becomes available.
The Action Request process requires determination of the root cause, assignment of an
investigator, statement of proposed action, and appropriate authorization. The formality of
the Action Request system, including the use of a single, controlled form, is in accordance
with Pollard Banknote’s Quality Management System. It ensures accountability and objective
evidence of proposed actions and results.
Pollard Banknote Quality Control personnel maintain a database of all active and past Action
Requests, which allows for queries by date, affected area of production, and many other
variables. This database is useful for tracing problems and identifying trends so that we can
allocate corporate resources in the best way possible to ensure high quality ticket
production.
Our experience—combined with effective and efficient procedures and protocols for quality
control—allows us to react confidently and quickly whenever a problem is identified, be it
during production or throughout a game’s operation. While this commitment to quality has
served Pollard Banknote and a growing list of customers extremely well, we certainly realize
that a true commitment to quality means continually seeking out new methods to improve
procedures. To this end, we continue to explore and implement additional ways to enhance
all existing efforts to meet or exceed customer expectations. We have improved quality
control through such process improvements as:

Electronic Manufacturing Control Log (EMCL)
Quality Control personnel use this game‐specific document to record omitted books. The
EMCL automates the tracking system and reduces the possibility of human error. These
documents have bar codes for all books in a game, as well as a master bar code.
For every omitted book, both the bar code on the actual book and the corresponding bar
code on the EMCL are scanned (and must match) to void a book on the system.
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Carton Contents Verification System
The Carton Contents Verification System ensures that the correct books are packaged into
the correct cartons in the correct sequential order. Every book in every carton is scanned
against an electronic carton contents file to ensure 100% carton content accuracy.

Optical Character Recognition (OCR)
The packager uses this scanning system to ensure that no voided or broken books are
shipped to customers. This system reads the book and ticket information from every book as
it moves through the packager. The system analyzes this information, checking to determine
if the book is valid and if it has been improperly broken. As a result, customers receive intact
ticket books as intended, which results in less confusion among retailers, fewer returns, and
fewer headaches for the Lottery.

Lottery Ticket Inspection System
This camera‐based inspection system was designed to automatically detect ticket defects
like hickeys/voids, streaks, spots/blobs, missing data, mis‐registration, scratches in latex,
and missing varnish.

POLLARD BANKNOTE’S PRODUCTION PROCESS: QUALITY CONTROL SPECIFICS
In addition to the quality‐related commentary offered on the previous pages, we’d like to
remind the Evaluation Committee about an aspect of our answer to I. Methods of Printing
and Production (presented earlier in our response to 4.7 Ticket Production and
Distribution). There, we introduce Pollard Banknote’s nine‐stage production process within
a narrative entitled 4. Production Process Essentials and Benefits.
With specific regard to the quality control protocols we employ from color sign‐off through
shipping to ensure all tickets meet working paper specifications, please refer to the
following stages:
Stage 4: Base Graphics Printing
Stage 5: Variable Data Imaging
Stage 6: Application of Varnishes, Scratchoff Material, and Overprints
Stage 7: Inspection
Stage 8: Packaging
Stage 9: Shipping
For an even more extensive analysis of our production methods, please consult the extended
narrative discussion of our production process located in Appendix A: Production Process.
Once again, stages 4 through 9 are relevant.
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In the event that a printing defect or aberration is discovered after a game has been
distributed, Pollard Banknote would immediately get to the root of the problem by checking
production records to determine the time and place in which the defect occurred.
Because Pollard Banknote retains samples of every game printed, we would be able to tell
where the problem took place in the production process and define the range of affected
tickets. At this point, Pollard Banknote would recommend a course of action to rectify the
problem as soon as possible.

Quality is the entire
company’s business:
any employee has the
authority to stop the
production line if an
error is suspected.

A guiding principle at Pollard Banknote has been to instill a
commitment to quality in every employee within the company.
Our systems are designed so that any employee has the
authority to stop the production line if a suspected correction
is deemed necessary.

This kind of personal empowerment—achieved through
continuing education, careful measurement techniques,
corrective action training, and zero defect goals—means our
customers have one more reason to trust that Pollard Banknote
can supply them with a product of superior quality.
This kind of personal dedication to unrivalled quality happens alongside the checks and
balances we’ve implemented company‐wide to guarantee that both the people and the
procedures are working together to achieve the best possible results for our clients.
As an adjunct to our quality standards discussion, and in an effort to even more thoroughly
address our protocols in this regard, we’ve provided an overview of some of the chief
practices we adhere to throughout production. This discussion begins on the next page.
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2. QUALITY CONTROL: ESSENTIAL ELEMENTS ILLUSTRATED
The following are among the key components of our quality control framework and
procedures that govern the quality of tickets we produce for our customers.

SUPPLIER ASSESSMENTS
Quality assurance monitoring at Pollard Banknote begins with raw material suppliers.
A component of our Quality Management System is a set of formal procedures for evaluating
critical suppliers to ensure their production capability and consistency.
These suppliers may be evaluated on a scheduled basis or by special request (in the event of
a change in raw materials or process, or in the event of a change of facilities).
Detailed assessment reports remain on file for each critical supplier.
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EMPLOYEE INDUCTION
We maintain a formal employee induction process for new and transferred employees.
All inductions include training and evaluation to ensure the training was effective.
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PRODUCTION AND SERVICE
A key element in our Quality Management System is our “Production and Service” procedure.
This documented and strictly controlled procedure outlines the quality plan or process flow
of our products, including in‐process inspection points.
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SPECIFIC PRODUCTION PROCEDURES
Each critical step of the manufacturing/production process is completed through a series of
formal procedures by our employees, including inspection for quality and security. These
procedures are controlled and are made available at each workstation through our
company’s intranet.
Procedures may be changed as a result of customer requirements, employee suggestions,
technological change, or other means—but all formal procedures are reviewed and approved
prior to changing.
All of these procedures are kept on our intranet and may be viewed by our customers
on‐site.
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QUALITY INSPECTION – INSTANT LINE
Our Instant Line Quality Inspection department follows numerous procedures to ensure
quality, depending on the type of product being produced.
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3. CONFIDENTIAL QUALITY CONTROL REPORTS
For the Evaluation Committee’s consideration, we’ve provided representative screenshots of
various quality control reports on the following pages. As indicated within 7. Trade Secrets
or Competitive Information, however, Pollard Banknote has declared these pages
confidential. The specific statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The screenshots presented on the ensuing pages constitute Pollard Banknote trade secrets
used to further a business advantage over competitors who do not know or use it, and the
disclosure of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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On the following pages, we’ve presented a confidential document log that should give the
New York Lottery every certainty that Pollard Banknote tracks its actions and has in place
specific, repeatable measures to ensure the quality of our efforts. The specific statutory
basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The document log disclosed on the ensuing pages constitutes Pollard Banknote trade secrets
used to further a business advantage over competitors who do not know or use it, and the
disclosure of which would injure Pollard Banknote in the marketplace.
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4. INTRODUCTION TO PROCEDURES AND FORMS
Pollard Banknote has—literally—dozens and dozens of documents detailing the procedures
and forms necessary to satisfy the quality control requirements we’ve so far only briefly
touched on within this section of the RFP.
As such, and given the hundreds of pages these documents comprise, we thought the
Evaluation Committee would appreciate just a few actual examples of the kinds of
procedures/forms we circulate in‐house to guarantee the secure, high quality tickets the
New York Lottery has come to expect from Pollard Banknote. Some of the pieces we’ve
provided to address this concern are outline‐level documents, while others delve far more
deeply into critical areas.
The documents we’ve included within this component are titled as follows:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Offset Web Presses
Annual Review Plan for the Aquaflex Department/Area
Procedure Location for the Aquaflex Department/Area
Annual Review Plan for the Comco Department/Area
Procedure Location for the Comco Department/Area
Annual Review Plan for the High Speed Imager Department/Area
Procedure Location for the High Speed Imager Department/Area
Annual Review Plan for the Offset Press Department/Area
Procedure Location for the Offset Press Department/Area
Annual Review Plan for the In‐Line Press Department/Area
Procedure Location for the In‐Line Press Department/Area
Comco/Aquaflex Overprint Requirements
Manufacturing Customer Spec Review Checklist
Press Proof Tracking Log
Void Destruction Sheet

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following documents confidential. The specific statutory basis for
our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
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disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The various documents relating to procedures and protocols provided on the ensuing pages
constitute Pollard Banknote trade secrets used to further a business advantage over
competitors who do not know or use it, and the disclosure of which would injure Pollard
Banknote in the marketplace.
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5. DATA PROCESSING SOFTWARE SAMPLE
For the Evaluation Committee’s scrutiny, we’ve provided a sample document we currently
use—entitled PBL Training Database—that offers an introductory exploration of the kinds
of software we’ve specifically created to deliver the procedures and protocols necessary for
our production personnel to uphold our high standards for quality and security. Complete
with an array of screenshots detailing certain aspects of our quality control systems, we
trust this document sufficiently serves to introduce the Evaluation Committee to the
software we’ve designed in‐house to meet our exacting needs.

The document referenced above is presented on the following pages.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following document confidential. The specific statutory basis for
our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
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portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The sample document relating to data processing software provided on the ensuing pages
constitutes Pollard Banknote trade secrets used to further a business advantage over
competitors who do not know or use it, and the disclosure of which would injure Pollard
Banknote in the marketplace.
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6. POLLARD BANKNOTE’S AUDIT PROGRAM
A thorough, formal audit program at Pollard Banknote—covering both internal and external
protocols—ensures that the company is always monitoring, and is ultimately able to take
actions to ensure the quality of all aspects of its operations. Pollard Banknote has in place
hundreds of checks and balances to govern the design and production of the instant games
we print, including the following 13 major audits that help ensure production integrity:
AUDIT

1. Pre‐game Ticket Audit
(Design Review)—Complete
audit of every aspect of a
game before production
begins to ensure that the
concept will translate into a
secure, marketable ticket

2. Working Paper Audit—Final
review of all game
specifications before
production

3. Raw Material Audit—Multi‐
step audit of all inputs to
ticket production to ensure
performance
4. Game Quality Audit—“Live”
press sheets taken from the
production line are evaluated
against approved press sheets
to ensure compliance
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CONDUCTED BY
Marketing Representatives
Lori Denton, Dione Farmer‐Anderson
Game Planner
Rebecca Tanner
PrePress Department
Lee James, Manager, Game Planning
Manufacturing
Scott Stalker, Production Manager
David Thomas, Pre‐Press Manager
Derek Larose, Press Room Manager
Scott Long, Press Room Manager
Bay Auman, Press Room Manager
Finishing/Packaging
Jim Loy, Finishing Manager
Security Lab
Jackie Yule, Senior Security Technician
Marketing Representatives
Lori Denton, Dione Farmer‐Anderson
Security Lab
Teri Masson, Senior
Specification Reviewer
Information Systems
Arnie Devlin, Manager, Computer
Operations
Security Lab
Andy Wojtowicz, Senior Security
Chemist
Security Lab
Brett Taylor, Corporate Lab Manager
Joanne Unrau, Lab Manager (Ypsilanti)

RESPONSIBILITY

Peter McConville,
Director,
Creative Services

Lori Denton,
Dione Farmer‐
Anderson:
New York Account
Representatives

Brett Taylor,
Corporate Lab
Manager
David Colatriano,
Vice President,
Operations
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AUDIT
5. Game Security Audit—
“Live” tickets removed from
the production line undergo
prescribed security tests to
ensure security compliance

Security Lab
Brett Taylor, Corporate Lab Manager
Joanne Unrau, Lab Manager (Ypsilanti)

6. Exposed Game Data Audit

Information Systems
Mark Spratt, Manager, Internal Audit
& Software Acceptance
Arnie Devlin, Manager, Computer
Operations, Darren Wareham,
Manager, Game Generation, Linda
Dorge, Manager, Imaging Development
Group
Deloitte (external auditor)

7. Unusual/Special Game
Audit

Deloitte (external auditor)

8. Exceptional Game Audit

Deloitte (external auditor)

9. End of Production Prize
Structure Audit—Ensures
game prize structure matches
client signed prize structure of
working papers
10. End of Game Balancing
Audit—Reconciles good and
production‐
omitted books.
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RESPONSIBILITY
Brett Taylor,
Corporate Lab
Manager

David Colatriano,
Vice President,
Operations

David Colatriano,
Vice President,
Operations
David Colatriano,
Vice President,
Operations

Information Systems
Arnie Devlin, Manager, Computer
Operations

David Colatriano,
Vice President,
Operations

Information Systems
Arnie Devlin, Manager, Computer
Operations

David Colatriano,
Vice President,
Operations

11. ISO Compliance Audit

Quality
Darrell Ward, Quality System Manager

12. Physical Security Audit

Security
Eric Hrycyk, Director, Corporate
Security

13. Annual Company Review
Audit

Deloitte (external auditor)

Ticket Production and Distribution

Bob Stewart, Vice
President,
Manufacturing
Bob Stewart, Vice
President,
Manufacturing
David Colatriano,
Vice President,
Operations
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INTERNAL AUDITING
Pollard Banknote conducts internal audits of the management systems in place at all of our
locations. We do this in order to look for ways to improve our practices and procedures, to
ensure that our procedures are understandable and workable for the employees who use
them, and to guarantee that our management systems continue to comply with applicable
standards.
A Lead Auditor, reporting to the Vice President, Operations oversees these internal audits.
Darrell Ward is both Lead Auditor and Corporate Quality System Manager at Pollard
Banknote. Darrell played a major role in developing Pollard Banknote’s Quality Management
System in 1995, and has conducted more than 235 full system audits, including supplier
audits (pulp mills, paper mills, aluminum processing, ink manufacturing, printing, and
packaging). He has been a member of the American Society for Quality since 1993 and is an
internationally certified QMS: 2000 Lead Auditor.
Along with the Lead Auditor, the following positions in the company have responsibilities
for internal audits:
•
•
•
•

Executive – Provides adequate resources to carry out internal audits, and takes
action to address opportunities for improvement found in audits
Internal Auditors – Perform internal system audits and document all opportunities
for improvement
Quality System Manager – Manages the internal audits, ensure auditors are trained,
and ensures that the results of audits are reported to the management team
Safety Officer – Ensures that the results of safety program audits are communicated
to the management team and Occupational Health and Safety (OH&S) Committee
members; ensures that local legislation for reviewing OH&S programs is followed

The Corporate Quality System Manager and the Safety Officer set a schedule for internal
audits, which must be approved by the Executive. The schedule ensures that audits cover:
•
•
•
•

All elements of the Corporate Management Manual at least once every year
A sampling of Specific Standard Operating Procedures
Requirements of ISO 9001: 2008 (Quality Management)
Requirements of the Occupational Health and Safety Management System
specification OHSAS 18000 (if applicable), and local legislation for review of the
OH&S program
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The Corporate Quality System Manager and the Safety Officer also ensure the audit schedule
takes into account:
•
•
•

Results of previous audits (stable areas, for example, are audited less often)
How critical the area is to our quality performance
Significant health and safety risks

To ensure maximum objectivity, Internal Auditors are independent of employees directly
responsible for the process being audited. Internal Auditors must complete an auditing
course, and then conduct audits under the direction of the Lead Auditor. Working from a
checklist prepared to cover all requirements of the practice undergoing the audit, Internal
Auditors gather objective evidence to compare actual practice to documented procedure.
Results are reviewed with relevant management and employees, and also with the Lead
Auditor. Opportunities for improvement are documented and tracked. Managers are
assigned responsibility for ensuring preventive and corrective action in a timely manner.
The Quality System Manager and Plant Manager are responsible for verifying the
effectiveness of preventive and corrective actions.
Semi‐annually, Pollard Banknote’s Executive receives a summary of internal system audit
results. This summary highlights actual audit status and any negative trends. Executive
responsibilities for reviewing audit results are made clear in a formal Management
Responsibility Procedure document.
KPMG, Pollard Banknote’s auditing and certification body for ISO and OHSAS programs,
annually audits a cross‐section of these internal audits.

GAME PROGRAMMING

Our customized file‐
checking (F Check)
system reads game data
and serves as an initial
audit for strict
compliance with game
specifications before
the data can advance
into further auditing
stages.

Audits of game programming call on two groups within our
Information Systems department: Game Generation and
Internal Audit & Software Acceptance. In addition to these
audits, an external auditor also reviews game data.
Game data is created from executable random‐number
generating application modules that are unique for each game.
The responsibility for writing this software resides with the
computer programmers in our Game Generation group.
Whether developing a straightforward game or an elaborate
extended play game, our programmers write custom software
for each game to ensure a high (and desirable) measure of
variability in game results.

The Game Generation group not only writes the software to create the actual game data, but
also writes the software to verify that the game data created meets the specifications in the
working papers (and Pollard Banknote’s internal game expectations).
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This file checking application software (F Check) reads the data and serves as an initial audit
for strict compliance with the game specifications before the data can advance into further
auditing stages prior to the production process. In addition to its verification and initial
auditing function, the F Check application also analyzes the game data to ensure the game
will provide the best possible experience for a player with:
•
•
•

Maximum variability and randomness
Near‐win features
Data combinations that will extend game playability

The Game Generation group creates a software module that is unique for each game that has
multiple applications. This module contains the data generation application (D Gen), the F
Check application, the application to create the customer deliverables (validation and
inventory files), the ticket reconstruction application, and the application used for final
prize structure balancing.
After Game Generation has developed this application module and extensively tested each
function, the game module then advances into the secure Computer Operations environment.
Computer Operations then seeds this application with random numbers, after which the
actual game data to be used in production is produced. The seeds input into the game’s D
Gen application determine the structure of the variable game data. Different seeds produce
different data streams that will all adhere to the game specifications. This process has been
developed to ensure that the location of winning tickets is not known by any internal Pollard
Banknote employees.
The Computer Operations group that seeds the module is restricted to using set menus that
do not allow them to analyze game data. The F Check application is then run within
Computer Operations against the game data, and the verification reports are produced and
analyzed. This is the first audit of the live game data performed prior to both the internal
and external independent audits.
Darren Wareham, Manager Game Planning, directs our Game Generation activities. Darren
joined Pollard Banknote in 1995. He developed the F Check software and has overseen the
development of thousands of instant games. Darren holds a degree in Computer Engineering,
and was on the Dean’s Honors List consistently for three years before graduating from the
University of Manitoba. All Game Generation programmers hold university degrees in
computer disciplines (engineering, programming, and science).
Software, as well as game data, fonts, and the imaging files ultimately used to image variable
data, all undergo separate reviews throughout their development by various groups. The
Internal Audit & Software Acceptance group ultimately takes an all‐encompassing look at
this information before any printing takes place. This group ensures that the game data to be
used in the production process meets all the requirements in the working papers, and that
the playability of the game will meet the Lottery’s requirements.
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All game data (including reorders) to be used in production undergoes a series of
proprietary Pollard Banknote internal audit tests. These include extensive pattern analysis
that verifies randomness in the game data. Auditing personnel within our independent
Internal Audit & Software Assistance group write application software to analyze the live
game data previously developed and scrutinized by our Game Generation and Computer
Operations groups.
This auditing group resides in a separate building to promote an independent thought
process for developing the audit application. This audit application ensures that the game
data meets the requirements specified in the working paper (as well as Pollard Banknote’s
proprietary statistical requirements).
This analysis includes game characteristics such as:
•
•
•
•
•
•
•
•

Book and ticket numbering
Retailer codes
Validation numbering
Check digits
Bar codes
Game restrictions in the specifications
Symbol bounce (the security practice of “bouncing” the placement of game data
within the play area to thwart “pick‐out” techniques.)
Prize structures

At a customer’s request, Internal Audit & Software Acceptance can add other tests to satisfy
specific, unique requirements.
The live game data also undergoes an external audit. Pollard Banknote entrusts the
performance of this extra measure to Deloitte, one of the world’s premier accounting and
auditing firms. The external audit can also include a physical audit that incorporates a
review of the actual tickets produced.
Whereas our Internal Audit programmers review game data, Software Acceptance personnel
review the imaging characteristics of each game. This independent group ensures that the
fonts and captions appear in the game as specified in the working papers, that they
correspond to the correct prize levels, and that they are correctly placed within the ticket
layout. They also ensure that bar codes are formatted correctly, scan properly, and
correspond to the data.
Software Acceptance also performs an independent technical review of production‐specific
requirements. For example, specifications might call for the imager to print cue marks (small
squares that help ensure a ticket’s alignment on the presses) in a particular pattern.
Software Acceptance personnel would check to ensure that these marks appear correctly in
the imaging data.
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Mark Spratt is Manager of the Internal Audit & Software Acceptance group. Mark joined
Pollard Banknote in 1991 following three years of employment with Deloitte & Touche.
While working for Deloitte & Touche, Mark undertook audits of Pollard Banknote. Mark
holds a Bachelor of Science degree in Electrical Engineering from the University of Manitoba.
Like their Game Generation counterparts, Internal Audit programmers (there are currently
four such programmers) are a highly trained group of software developers. Software
Acceptance specialists (there are currently four such specialists) are often hired from within
Pollard Banknote—from our Proofreading department, for example—because familiarity
with the company’s products and processes is a great benefit in the position. Specialists are
trained and selected to be attentive to the smallest detail.

EXTERNAL AUDITS
Further to these internal audit tests of game data, our external auditors conduct an audit to
ensure the game data meets all restrictions specified in the game’s working papers. We have
turned to Deloitte for external audit services since 1988. Deloitte personnel draw on many
years of experience and provide continuity for this critical process.
The level of understanding and cooperation between Pollard Banknote and Deloitte is great;
Pollard Banknote provides the access which Deloitte requires to properly conduct its audits,
and Deloitte is very familiar with the intricacies of instant lottery ticket production. This
highly effective relationship will be in place for any games we produce for the New York
Lottery.
Live game data is therefore scrutinized by three independent groups:
1. Pollard Banknote’s Game Generation group (F Check)
2. Pollard Banknote’s Internal Audit group
3. Deloitte’s game data auditors
This ensures that the game data used in production is accurate and ultimately meets the
customer’s specified requirements.

SPECIAL PROCEDURES FOR GAMES WITH EXPOSED VARIABLE DATA
Pollard Banknote produces games featuring our translucent marking system, which exposes
some of the variable imaged play data to the consumer prior to sale of the ticket. These
types of games generally offer extended play characteristics that appeal to instant ticket
consumers. Example game formats include Bingo, Keno, and Crossword.
Since each instant ticket is unique and randomly created, and since a portion of the game
data is exposed to the consumer, extra precautions must be taken to ensure that the exposed
play data does not compromise each ticket’s winning status or create the impression that
one ticket is preferable to another in consumers’ eyes.
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Over the past several years, Pollard Banknote has put in place extra procedures and
processes to ensure the integrity of these types of games These supplemental steps include:

Independent Reviews by Technical Staff
•

Our Game Generation group normally assigns three programmers in the
development of a game: a D Gen programmer, an F Check programmer, and the sign‐
off programmer. In producing games with exposed variable data, a fourth
independent programmer of the F Check group is assigned to the game. This
programmer develops an enhanced checklist control sheet detailing additional
analyses focusing on the exposed variable data. Each analysis is customized
dependent on the game format and what data is exposed. These additional analyses
have become an important safeguard in producing these more complicated types of
games.

Enhanced Management Involvement
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•

Once the fourth programmer has developed the enhanced list of analyses to be
performed, the list is submitted to the Game Generation supervisor. This person then
reviews the list to ensure satisfaction with the level of detail of the suggested
analyses, and to ensure that nothing obvious has been inadvertently omitted.

•

Supervisors are involved at this stage for all games employing our translucent
marking system, building a pool of knowledge incorporating any current or past
game concepts and corresponding issues. This review also ensures that
programmers are giving sufficient and appropriate exposure to this new control
procedure. One of the main goals of this review is to create enhanced lists of
“research and development” analyses performed for all games.

•

Once a supervisor has approved the list of enhanced analyses to be completed, the
checklist is signed, providing a record of the review together with the approval. The
checklist returns to the fourth F Check programmer, who then incorporates the
enhanced analyses into the game development program. Once the analyses are
performed and this programmer is satisfied with the results, each item on the
checklist control sheet is signed or initialed.

•

The checklist control sheet returns (with sign‐offs) to the fourth F Check
programmer, who then reviews the reports generated and the results of each
requested analysis. Once satisfied with the results of the enhanced analyses—and
that all procedures are complete—this programmer will also sign or initial beside
each item on the checklist control sheet. The game may now proceed through the
standardized software development process.
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Automatic Classification of All Translucent Marking System Games
•

All translucent marking system games are identified and marked on our game
production schedules to ensure that these games are readily identifiable.

•

All such games are automatically classified as “research and development” games
and are therefore subject to enhanced analysis and testing procedures. As a result,
technical staff can no longer apply judgment in the classification of clear latex games,
and the games cannot be classified as “standard.”

•

Translucent marking system games reordered on a regular basis are also classified
as “research and development” products and undergo the enhanced procedures each
time the game is produced. This ensures that the depth of analysis evolves, and that
these games are continually revisited to determine if additional analysis is
necessary.

Expanded Scope of the Analysis and Related Efforts
The involvement of this fourth independent programmer, and the reviews performed by the
supervisors, are creating an expanded pool of knowledge relating to current and past game
concepts. We’re now conducting more analyses and more procedures on these games than
ever before. Ultimately, the time and effort we expend on each “research and development”
game effectively serves to bolster the quality and performance of these games.
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QUALITY CONTROL
1. We understand that the Lottery’s reputation depends on the quality of our
tickets, and we will live up to the highest standards of quality in safeguarding
this prime directive.
2. To improve our product quality on an ongoing basis, we secure ISO and other
relevant certifications—and adhere rigorously to these standards.
3. Our discerning choices in suppliers, employees, and methods of production
means that the New York Lottery will always get the quality it expects and
deserves.
4. Our various internal and external audits ensure not only consistent, top‐
quality products, but also assure the utmost in security protocols.
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III. ENVIRONMENTAL RESPONSIBILITY: INNOVATION DONE RIGHT
While the phrase “state of the art” as it pertains to production
commonly refers to employing the most current technology, to
us it also means using the most environmentally friendly
methods available—without compromising quality, security,
and marketability. For this reason, we’d like to introduce the
Evaluation Committee to this aspect of our manufacturing
operations in the following pages. Pollard Banknote has taken
action to be an environmentally responsible Vendor regarding
natural resource management and preservation of
environmental quality. Ultimately, when we talk about
innovations or suggestions for improvement, these
environmental concerns—more and more—are taking center
stage.

“The inconvenient truth
is that we share this
planet with the rest of
creation for a very good
reason—and that is, we
cannot exist on our own
without the intricately
balanced web of life
around us.”
H.R.H. Prince Charles,
Prince of Wales

We use a range of recyclable paper stocks in lottery ticket
production, for example. In alignment with the desire of some
of our customers, we are exploring the usage of recycled paper stocks that contain a
percentage of reclaimed‐fiber content. We have printed the Massachusetts Lottery’s tickets
on 12‐point recycled stock (10% post‐consumer waste) since the Lottery became our
customer in 1999. A key consideration in the adoption of this practice is to maintain the
ticket quality, security, and performance our customers demand, including the strength for
tickets to dispense as expected. We are actively researching and developing the use of
recycled paper stocks in 8‐, 10‐, and 12‐point calipers. We will keep the Lottery up to date
on any developments in this initiative.
As mentioned elsewhere, Pollard Banknote’s Scratch FX ® process—an industry first—lets
lotteries replicate the look of either foil or holographic foil using recyclable paper stock.
Patented in the U.S. and Canada, and patent‐pending in other countries, Scratch FX ® tickets
present an environmentally friendly alternative to traditional products featuring these
attributes. Scratch FX ® can be applied to both the base graphic and overprint areas of a
ticket, allowing great customization of games to achieve maximum impact at retail. Silver
and holographic hues allow lotteries to cater to the color palates of their discerning players.
And how are these products faring in the marketplace since their debut? Consider this: our
Scratch FX ® products have collectively contributed over $1 billion in sales to participating
jurisdictions.
As a manufacturer whose products draw heavily on the supply of paper, Pollard Banknote is
mindful of the impact on forests. Our philosophy is in accord with our major suppliers of
paper products. They are listed below, along with the primary product they supply to
Pollard Banknote. Statements from our suppliers’ websites illustrate these commitments.
•

International Paper (Riegelwood, North Carolina) ‐ Carolina C2S Board
“Our focus on continuous improvement goes handinhand with our commitment to
sustainability, which ensures International Paper can always supply wood fiber for the
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products our customers want while ensuring our forestlands will offer clean air and
water, diverse wildlife habitat, recreational opportunities and natural beauty for
generations to come. Not only do we practice sustainability every day, we support it
through partnerships with customers, nonprofit organizations and communities. This
is reflected in our embrace of the Sustainable Forestry Initiative (SFI) Standard.”
•

MeadWestvaco (Evadale, Texas) ‐ Tango C1S Performance Plus
“We are dedicated to compliance with the letter and spirit of all federal and state
environmental requirements—and to exceeding those requirements whenever possible
to further protect people and the environment. MeadWestvaco sets high standards, and
we equip our employees with the tools, education and training to ensure that we
remain good stewards of the environment.”

•

Tembec (Temboard) (Temiscaming, Quebec) ‐ Kallima C1S Lottery Board
“Tembec’s corporate mission is to be a lowcost, profitable integrated forest products
company converting forest resources into competitive and innovative quality products
for customers while protecting the environment and creating a positive longterm
social, cultural and economic benefit for the region and its people, employees and
shareholders.”

International Paper and MeadWestvaco are the two organizations supporting the
Sustainable Forestry Initiative (SFI) standard. Tembec supports the standards of the Forest
Stewardship Council (FSC). Both initiatives include a comprehensive set of principles,
guidelines, and performance measurements designed to ensure forests will be viable for
future generations. The SFI standard was specifically developed to ensure the durability of
forests in the United States, where almost 60% of the commercial forests (288 million acres)
are owned by 10 million private owners and furnish 95% of the forest products required in
industry. The Forest Stewardship Council (FSC) is a private certification program conceived
initially to protect forests in danger outside of the United States. There is little difference
between the objectives of the SFI and the FSC with respect to sustainable development.

INKS AND PROTECTIVE COATINGS
Alongside innovative initiatives in the use of paper, the inks and protective coatings we use
in production hold significant potential for proactive environmental policies. Pollard
Banknote has expanded our use of environmentally friendly inks based on vegetable oil and
canola oil, for example, as well our use of water‐based inks.
Pollard Banknote uses these water‐based inks (and UV‐based environmentally friendly inks)
whenever feasible. Efforts to incorporate more environmentally friendly materials in our
various coatings are ongoing. One very positive outcome has been the significant reduction
in our use of solvent‐based inks, resulting in a reduction of VOCs emissions by more than
10% over the past four years.
The following chart outlines the environmentally sensitive inks and protective coating
materials we regularly use:
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INK/COATING

Base Printing

Imaging

ENVIRONMENTAL IMPACT
All inks used on the web offset are 100% solid,
acrylic‐based, and ultraviolet curing. Accordingly,
these inks dry instantly with no evaporation
(therefore low emissions) and very low volatile
organic compounds (VOCs). The cured inks are
non‐toxic and have no effect on the
decomposition of the card stock.
The ink used on the ink jet imager is 97% water‐
based and 3% non‐toxic dye.

Sealcoats

Sealcoats are water‐based.

Varnish

The varnish component consists of either a clear
or color tinted ultraviolet curable resinous
material that cures to a 100% solid film with
virtually no VOCs released into the atmosphere.

Overprints

Overprint inks are water‐based.

Lotteries throughout the world are increasingly choosing to print their games with our
“opaque lilypad,” which is described elsewhere within our proposal. Roughly 90% of Pollard
Banknote’s instant games use an opaque lilypad, which consists of a variety of inks, each
formulated to act against compromise attempts. The process is water‐based, rather than
solvent‐based. As a result, it is better for the environment and safer for employees who
undertake this process.
Since 2005, Pollard Banknote has also been using digital systems to produce the
flexographic plates we use for overprints. This method does not require the use of color
keys, film, or the chemicals necessary to make film. While some production still calls for
solvent use in order to create the plate image, nearly one‐third of plates created by this
method are washed by water instead of solvents. Further, one of our digital platemaking
systems (in which heat is used to create the plate image) eliminates use of the solvents
necessary in traditional platemaking when washing away the unneeded portions of the
flexographic plate’s surface.
Pollard Banknote has recently installed a Kodak computer‐to‐plate (CTP) device to produce
offset plates for base graphics (we were already producing flexographic plates with CTP
equipment). In addition to providing sharper detail and base graphic printing that is more
accurate than that achieved by traditional methods, this process will also lessen by 80% to
90% our use of film. With this reduction in the use of film comes a corresponding reduction
in the use of chemicals.
Having discussed in detail Pollard Banknote’s commitment to reduce the environmental
impact of our operation, we invite the Evaluation Committee to review the chemical
composition of our tickets presented in the following table:
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MATERIAL

Card stock

UV curable inks
(for base graphic colors)

CHEMICAL COMPONENTS
•
•
•
•
•
•
•

Cellulose fiber
Additives for paper making process
(in compliance with FDA regulations)
Potato or corn starch
Calcium carbonate
Titanium dioxide
Polymers (acting as a binder for card stock coating)

• Pigments
• Monomer
• Oligomers
• Photoinitiators
Note: Once exposed to a UV light source, the chemistries react to
form a macro polymer in which the pigment is “locked” in the
polymer matrix. This would be equivalent to a glossy magazine.

Lilypad

•
•
•

Resin compounds
Polymers
Titanium dioxide

Imaging ink

•
•
•

Pigments
Dye stuffs
Polymers

Protective coating for
the data (UV curable
coating)

• Monomers
• Oligomers
• Photoinitiators
Note: Once reacted, they form a macro molecule.

Scratch‐off materials

•
•
•
•

Paste aluminum
Titanium dioxide
Binders
Polymers

Overprint colors

•
•
•

Pigments
Acrylic polymers
Binders

A CORPORATE COMMITMENT TO THE ENVIRONMENT
Our efforts in paper usage and less harmful ink chemistry are simply organic outcomes of a
deep‐rooted corporate commitment to the environment.
As a partner to our customers and a good corporate citizen, Pollard Banknote is well aware
that lotteries not only must generate revenue, but must also operate in a socially responsible
way.
Nowhere is this more critical than in how our organizations impact the environment.

442

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…
Pollard Banknote has in place a range of policies, procedures, and practices to ensure a high
degree of sensitivity to the environment.

WHERE LESS MEANS MORE
The term “carbon footprint” has gained
momentum in recent years as a way to
understand an individual’s or an
organization’s impact on the
environment in terms of the
greenhouse gases their activities
generate.

LEAVING A SMALLER

For this purpose, these gases are expressed in units of carbon dioxide (or “CO 2 ”) equivalents.
It’s one measure of production where any responsible manufacturer understands that less is
more—as in “more favorable for the environment.”
While a simple concept in practice—how many tons of CO 2 equivalents does Pollard
Banknote create?—measurement is very complex.
That’s because sources range from the emissions of fuel burned on a company site and from
certain materials used in our production process to the emissions from purchased electricity
or business travel.
Pollard Banknote continues to embrace the challenges and the responsibility of reducing
emissions.
We’re taking great strides to leave a smaller carbon footprint.

ENVIRONMENTALLY RESPONSIBLE INITIATIVES
Companies generally contribute to global warming through certain distinct activities.
Pollard Banknote is proactive in reducing its carbon footprint in each of these areas:
1. Truck and Car Transport
2. Air Travel
3. Energy Consumption
4. Waste Sent to Landfill
5. Supplies and Materials Used in the Production Process

RFP No.: C110001

Ticket Production and Distribution

443

Ticket Production and Distribution…

1. TRUCK AND CAR TRANSPORT
Pollard Banknote ships and receives all products in lots or batches to reduce truck transport
as much as possible. We have developed and maintain a complex information network (an
intranet), which has greatly reduced the need to send documents, specifications, samples,
and data via courier vehicles.
In addition, the light traffic in and around the communities where we operate means there
are no excessive delays for delivery trucks and employees travelling to and from our
facilities. Thus these vehicles do not “sit” in traffic with engines idling during travel.

2. AIR TRAVEL
The Pollard Banknote intranet has significantly reduced the necessity of travel from plant to
plant. Entire systems can be set up and monitored at any given time, in any plant.
While face‐to‐face visits remain an essential element of account service, teleconferencing
and web‐based sharing of non‐secure information has also reduced the need for air travel.

3. ENERGY CONSUMPTION
Electricity
Pollard Banknote’s Winnipeg plant receives its electricity from a provider that generates the
great majority of their electricity from renewable hydroelectric sources. This is significant
because this source does not produce CO 2 emissions, as opposed to coal‐fired plants, for
example.
And in using electricity as efficiently as possible, our ongoing efforts include keeping all of
our manufacturing equipment in good repair and adopting the latest technology, which can
involve refitting machines with new, efficient electronics.

Natural Gas
While it is currently necessary for Pollard Banknote to use natural gas energy in some
drying processes, our efforts to keep natural gas use to a minimum include:
•
•

•
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Continual monitoring of air‐flow balance in drying systems
Partnering with our ink suppliers on research and development of faster‐drying ink
technologies, as well as alternate technologies such as electron beam (EB) and/or
ultraviolet (UV) radiation curing and infrared drying
Limited exposure to outdoors: the shipping bay has two sets of doors, one to the
outside and one inside the shipping bay.
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4. WASTE SENT TO LANDFILL
Our plants have several recycling programs in place:
Plastics ‐ Plastic containers are separated from waste streams and recycled.
Paper (Office waste) ‐ Non‐secure office paper waste is sent to International Paper
Industries for recycling.
Wooden shipping pallets ‐ Pallets are recycled whenever possible. Some shipping
containers used in our processes at Pollard Banknote are also reused internally.
Cardboard ‐ Cardboard is kept separate from paper waste streams and recycled.
Equipment ‐ Wherever possible, equipment is reused, reassigned, and/or reconfigured for
use in other applications. Obsolete or failed computer and related equipment is recycled by
an ISO 14001‐certified recycling company.
Other  If it can be recycled, we recycle it (printer cartridges, soft drink containers, etc.).

5. SUPPLIES AND MATERIALS USED IN THE PRODUCTION PROCESS
We are continually working with our suppliers to make our processes and products as
environmentally friendly as possible. A major milestone in this effort in 2006 and 2007 was
the introduction of water‐based ink technology. We monitor our paper manufacturers’
involvement in sustainable forestry practices—and we use recycled paper wherever possible
(some of our products contain 50% post‐consumer waste).

RELATED INITIATIVES
Pollard Banknote makes efforts in all aspects of its operations—even those activities not
intrinsic in the manufacturing process—to conserve energy and reduce our impact on the
environment.
At each of our production facilities, for example, we are mindful of the value landscaping can
provide in minimizing our environmental impact.
In Winnipeg, where Pollard Banknote maintains its corporate
headquarters, the company participates in Winnipeg Transit’s
EcoPass program. This program provides employees with the
option to purchase a monthly bus pass at a discount. Enjoying substantial savings on the cost
of a monthly bus pass, employees can leave their cars at home and ride the bus to reduce
their car‐related expenses, and at the same time take positive action to preserve the
environment.
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Many more efforts to reduce energy consumption are taking place across Pollard Banknote.
Consider the following initiatives:

Energy‐saving Automobile Block Heater Receptacles
These receptacles contain a temperature‐monitoring device that only allows the electricity
to flow to the automobiles block heater when the temperature drops below a certain level.
This automatically prevents unnecessary electrical consumption over the course of the
winter months. These receptacles have been in operation since the fall of 2005.

Energy‐efficient Plant Lighting
We replaced plant lighting with energy‐efficient fluorescent task lighting and metal halide
general lighting. These lights have been in operation since the winter of 2003.

Use of a Variable Speed Drive (VSD) Air Compressor
This equipment, installed in the fall of 2007, reduces the electricity consumption necessary
to generate the compressed air we require for selected production processes and
maintenance operations (to power pneumatic tools, for example). Heat recovery dampers
assist with facility heating throughout the plant during the heating season. This heat is
generated during the normal operation of the compressor. In the summer months, the
dampers are adjusted to allow the heat to escape the building exterior. An existing air
receiver tank is used in association with this compressor. This storage tank conducts the
current and allows the new VSD compressor to run for less time, saving electricity without
impacting production requirements. This equipment has been in operation since the spring
of 2006.

“Business can expect an increasing demand for reductions in carbon emissions from both
operations and products (whether direct or indirect). This prospect drives the belief held by
many that our future will be ‘carbon‐concerned’—that regulatory and social pressures will
mount exponentially in relation to the amount of CO 2 and other greenhouse gases (GHGs)
released into the environment. Thus, doing business in a carbon‐concerned future is likely to
present both considerable challenges and beckoning opportunities for many companies.”
Managing for a CarbonConcerned Future:
A DecisionMaking Framework
Authors: Charles J. Bennett, Ph.D., Meredith Armstrong
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GOOD RESULTS WE CAN MEASURE
Pollard Banknote must annually register the emissions performance of its Canadian facility
with the National Pollutant Release Inventory (NPRI). The NPRI is a legislated, Canada‐wide,
publicly accessible inventory of pollutants released, disposed of, and recycled by facilities in
Canada. Facilities which meet reporting requirements must report to the NPRI under the
Canadian Environmental Protection Act, 1999 (CEPA 1999).
Since we began measuring volatile organic compounds (VOCs) in 2003, we have reduced
emissions at our Winnipeg plant by 38%. This achievement is attributable in part to a
change from solvent‐based to water‐based inks in our production process. Another
important contributor, one that holds even more promise for such reductions, is our
increasing use of energy‐curable coatings. These fast‐curing coatings require neither solvent
nor water and produce even fewer emissions. Our Ypsilanti plant meets the emissions
requirements of the American Environmental Protection Agency (EPA) and the Michigan
Department of Environmental Quality.

EMISSIONS (CURRENT STATUS)
Our conversion to water‐based technology for overprint inks, developed jointly by our own
research and development staff and our suppliers, was phased in throughout 2006. This
conversion has contributed to year over year reductions in the collective VOC emissions of
our two instant ticket plants, as the following chart displays:

VOCs / 100K Tickets (SSE) - All Plants
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A plant‐by‐plant breakdown of emissions is as follows:

VOCs / 100K Tickets (SSE) - Ypsilanti, MI
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Please note: in compliance with Michigan’s stringent environmental laws, our Ypsilanti plant
has a much lower emission rate relative to our Canadian facilities because they "oxidize"
(i.e., burn off using high heat and a catalyst bed) VOCs in solvents prior to emitting.
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POLICY AND COMPLIANCE
The positive results we have achieved—and that we have shared in this response—would
not have been possible without a true corporate commitment to the environment.
Pollard Banknote’s commitment is enshrined in our management policy noted on the
following page.
One component involves a broad‐based pledge by our company and our staff to conduct
ourselves in an environmentally responsible manner.
This of course includes compliance with all legislation, but it goes much further: it has
driven the development of new technologies and processes in all areas of our company.
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Our efforts to reduce environmental impacts incorporate close cooperation with our clients.
In our experience, state lotteries (as organizations accountable to government) are as
committed as our company is when it comes to complying with appropriate environmental
guidelines. Pollard Banknote’s production process and tickets have been reviewed and
approved by many of our clients.
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ISO 14001
Pollard Banknote is registered to ISO 14001:2004
certification—the internationally recognized
standard for environmental management—
following an independent audit and a
recommendation from BSI Group of our integrated
Management System, which includes procedures
and protocols for quality, safety, security, and
environmental management. ISO 14001 is a
systematic model for Environmental Management
Systems, just as ISO 9001 is a model for Quality
Management Systems. It outlines key requirements
that Pollard Banknote must comply with in order
to operate in an environmentally responsible
manner and provides a framework to assist us in
identifying and reaching our environmental
protection goals. The ISO 14001 framework
requires annual independent audits and calls for
recertification every three years.
A key factor in our ISO 14001:2004 certification
process was the creation of an Environmental
Aspects List—a live, continuously reviewed
document—which explores all of the
environmental aspects of Pollard Banknote,
prioritizes these aspects, and develops
procedures and protocols to address them. This
process also includes a greenhouse gas impact
analysis, which helps direct our efforts in the
reduction of our carbon footprint using ISO 14064
as a guide. With ISO 14001 certification and the addition of Environmental Management to
our formal Management System, Pollard Banknote demonstrates its commitment to sound
environmental performance, pollution prevention, and continual improvement. It enhances
our corporate image among regulators, customers, and the public; demonstrates
commitment; and helps achieve cost savings through energy efficient technology and the
reduction of waste material. Our Management System is widely recognized by a number of
the world’s leading national standards bodies, certification bodies, and specialist
consultancies. Along with ISO 14001:2004, our Management System also includes such
certifications as ISO 9001:2008 (Quality) and OHSAS 18001:2007 (Occupational Health and
Safety).
For the Evaluation Committee’s scrutiny, our ISO 14001:2004 and OHSAS 18001:2007
certifications are presented on the following pages. We’ve also provided Pollard Banknote’s
corporate policy concerning health, safety, and the environment—endorsed by Co‐Chief
Executive Officers Gordon and John Pollard on May 9, 2008.
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ONGOING SUPPLIER ENVIRONMENTAL SENSITIVITY
As noted earlier, Pollard Banknote now maintains an Environmental Aspects List (as
required by ISO 14001:2000’s Section 4.3.1 – Environmental Aspects). This is a “live”
document that is continually scrutinized.
Each of these aspects has been evaluated for their impact on the environment. Any
significant aspects are reviewed, and alternative processes are researched and updated—if
applicable—on the aspects list. For example, great strides have been made within our
manufacturing facilities to decrease dependence on solvents by reducing the use of solvent‐
based inks.

Environmental Goals & Measures (Including Follow‐up)
Part of Pollard Banknote’s annual business planning process involves reviewing the status of
current environmental aspects and setting measurable targets for improving our
environmental impact. All business planning goals and objectives are monitored throughout
the year. The top goals are:
•

Reduce total VOC emissions/hr. by 10%

•

Find alternate recycling for paper waste (& foil laminate)

Competence, Training, and Awareness
Pollard Banknote Personnel – All personnel performing tasks that may have an impact on
the environment have been fully trained. All training is recorded in Pollard Banknote’s
Training Database.
Subcontractors and Suppliers – All quality‐critical suppliers (e.g., papers, inks, and
environmental services) undergo an on‐site assessment by a Pollard Banknote audit team,
which includes environmental impact assessment.
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Sample Supplier Assessment Report Cover
Products – Pollard Banknote carries Material Safety Data Sheets for all controlled materials
used in its facilities.

CONSCIENTIOUS TICKET DESTRUCTION
Pollard Banknote is committed to environmentally responsible ticket destruction and
supports any program that encourages the recycling of tickets. Programs that address the
waste stream of tickets in the possession of players and retailers—by encouraging both
groups to recycle tickets at the point of sale via specialized recycling bins—constitute very
positive, responsible initiatives.
Pollard Banknote was recently involved in a recycling project with the Social Welfare
Lottery in Taiwan, for example, in which the Lottery offered a second chance draw for an
environmental prize for players who returned their tickets for recycling. The project was
very successful.
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COMPLIANCE WITH ENVIRONMENTAL LEGISLATION
Pollard Banknote’s management policy commits us to comply with all legal requirements
defined in acts, regulations, bylaws, and permits. We will always operate in compliance with
all environmental regulations wherever we do business.
In December 2005, the U.S. publication Business Week recognized Manitoba—where Pollard
Banknote maintains its corporate headquarters and operates one of its two full‐service
instant ticket facilities—as the top regional government in the world when it came to
dealing with climate change.
Former Manitoba premier Gary Doer was named to the publication’s Top 20 list of
international leaders for his efforts to implement energy‐related sustainable development
policies in the province.
The following explanatory list identifies various legal requirements, encompassing both the
United States and Canada, which apply to our printing activities and provides ample
evidence of our commitment to safeguarding the environment:

UNITED STATES
Transportation of Dangerous Goods Regulations (TDG)
The TDG regulations identify responsibilities for shippers of hazardous wastes, including
materials classified in the U.S. as special wastes. TDG requirements relate to waste manifests
and employee training for transport of more than five liters of special wastes off‐site for
disposal.

Michigan Fire Prevention Code Act 207
This code specifies storage, handling, and identification requirements for flammable and
combustible materials (including solvents). It also specifies requirements for spill
containment and cleanup. For example, spills of flammable and combustible liquids must be
prevented from flowing outside the spill area via a non‐combustible barrier.

Occupational Safety and Health Administration (OSHA) Right‐to‐Know Standards
This standard (very similar to the Canadian WHMIS law) ensures that workers who are
potentially exposed to toxic substances are provided with useful information about the
dangers of these substances and about the protective measures needed to work with them.

RFP No.: C110001

Ticket Production and Distribution

455

Ticket Production and Distribution…

U.S. Department of Labor (OSHA)
The mission of OSHA is to save lives, prevent injuries, and protect the health of America’s
workers. To accomplish this, federal and state governments work in partnership developing
regulations for workplace safety and health covered by the Occupational Safety and Health
Act of 1970.

Michigan Clean Air Act (CAA)
The Clean Air Act (CAA) includes provisions to address emissions of hazardous air pollutants
(HAPs). One of these provisions, Section 112(d), requires the United States Environmental
Protection Agency to promulgate standards to reduce emissions of HAPs from sources where
emissions are elevated beyond a specified level. These standards require the use of
Maximum Achievable Control Technology, as defined in the CAA.

Michigan Department of Environmental Quality (DEQ)
The DEQ has the power to administer programs and enforce laws (e.g., the Clean Air Act)
that protect public health and promote the appropriate use of, limit the adverse effects on,
and restore the quality of the environment. They encourage voluntary actions to enhance
natural resources and the environment. They also preserve biologically diverse, rare,
sensitive, or endangered plants, animals, and ecosystems through identification, education,
management, and public/private partnerships and initiatives.

CANADA
Canadian Environmental Protection Act (CEPA)
The CEPA gives Environment Canada the power to regulate substances that have been
defined in the act as toxic. For example, the CEPA identifies dichloromethane and
tetrachloroethylene (PERC) as toxic.

National Pollutant Release Inventory (NPRI)
Under the CEPA, the NPRI identifies chemical substances for which users are required to
report releases to the federal government. Reporting is required if chemical usage (at
concentrations greater than 1%) exceeds 10 tons for listed chemicals. For example, toluene
occurs in roller or blanket cleaners or wash, rubber rejuvenators, and vinyl‐based ink
solvents. As well, 1,2,4‐trimethylbenzene occurs in roller or blanket cleaners or wash, in
addition to rubber rejuvenators. And 2‐butoxyethanol occurs in rubber rejuvenators,
fountain solutions, alcohol substitutes, and anti‐piling additives.
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Transportation of Dangerous Goods Regulations (TDG)
TDG regulations identify responsibilities for shippers of hazardous wastes, including
materials classified as special wastes. TDG requirements relate to waste manifests and
employee training. For transport of more than five liters of special wastes off‐site for
disposal, the person having the waste transported must complete Part A of the prescribed
waste manifest. On the manifest, the word waste must precede the shipping name. The
person completing the waste manifest must also be TDG‐trained.

Canada Fisheries Act
The act prohibits depositing into water substances that could harm fish. This can include
deposits into storm drains that lead to fish‐bearing waters, such as oceans, rivers, lakes,
creeks, and streams. Relevance to print operations mainly relates to spills of solvents and
hazardous wastes.

Export/ Import of Hazardous Waste Regulations
These federal regulations apply to any party exporting or importing special waste across an
international boundary.

Manitoba Environment Act
This act prohibits the discharge of waste (air contaminants, litter, effluent, refuse,
biomedical waste, and special waste) into the environment without authorization.
Discharging waste at a rate that causes pollution is prohibited; however, authorizations
allow waste to be discharged up to specified limits, including site‐specific permits,
approvals, orders, regulations, and waste management plans.

Manitoba Fire Code (Regulation 163/98)
This code specifies storage, handling, and identification requirements for flammable and
combustible materials (including solvents). It also specifies requirements for spill
containment and cleanup. For example, spills of flammable and combustible liquids must be
prevented from flowing outside the spill area via a non‐combustible barrier.

CCME Environmental Code of Practice for the Reduction of VOC Emissions from the
Commercial / Industrial Printing Industry
In printing, VOCs are released into the air primarily through the evaporation of solvents
(cleaning solvents and solvents within inks). The basic requirement of the CCME code is that
printing operations must reduce their VOC emissions by 25 tons per year or by 10% of the
amount of VOCs they would release if they had no controls in place, whichever is greater.
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Occupational Health & Safety Regulation
This regulation states requirements for the Workplace Hazardous Materials Information
System (WHMIS), including chemical labeling, storage, record‐keeping, and material safety
data sheets. It also states specific requirements for hazardous wastes and emissions.

Alberta Fire Code
This code specifies storage, handling, and identification requirements for flammable and
combustible materials (including solvents). It also specifies requirements for spill
containment and cleanup. For example, spills of flammable and combustible liquids must be
prevented from flowing outside the spill area via a non‐combustible barrier.

Alberta Workplace Health & Safety Regulation
This regulation states requirements for the Workplace Hazardous Materials Information
System (WHMIS), including labeling, storage, record‐keeping, and material safety data
sheets. It also states specific requirements for hazardous wastes and emissions.

EUROPE: THE REACH INITIATIVE
Pollard Banknote is well aware of REACH, the European Community regulation (No.
1907/2006) on chemicals and their safe use. This initiative, whose legislation took effect
June 1, 2007, takes in the registration, evaluation, authorization, and restriction of chemical
substances.
One part of REACH is the registration of articles that have an intended chemical release. The
scratch‐off portion of the instant tickets we supply to lotteries in the European Union might
require registration and related obligations on our part.
We expect the imminent release of additional REACH guidance regulations to help clarify
these obligations.
Pollard Banknote will take all steps to comply with REACH legislation, just as it complies
with other legislation where it manufactures and distributes its products.

GLOSSARY OF TERMS
CO 2 Equivalent
The amount of CO 2 that would cause the same effect as a given amount or mixture of other
greenhouse gases.
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Greenhouse Gas (GHG)
A gas that absorbs infrared radiation and in turn emits it in the atmosphere. The net effect is
a local trapping of energy and a tendency to warm the earth’s surface. Water vapor (H 2 O),
carbon dioxide (CO 2 ), methane (CH 4 ), nitrous oxide (N 2 O), and ozone (O 3 ) are the primary
greenhouse gases in the Earth’s atmosphere.

Hazardous Air Pollutants
Hazardous air pollutants, also known as toxic air pollutants or air toxics, are those
pollutants that cause or may cause serious health effects or adverse environmental and
ecological effects.

Volatile Organic Compound (VOC)
Any organic gas, such as propane and benzene, and also found in the vapors of substances
such as gasoline, numerous solvents, and oil‐based paints. Volatile organic compounds
participate in atmospheric photochemical reactions.
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ENVIRONMENTAL RESPONSIBILITY
1. We use top‐quality recycled and recyclable paper stock for our clients’ tickets.
2. Our Scratch FX ® products look like they’re printed on foil or holographic foil,
yet are actually printed on recyclable paper stock.
3. Our certified paper suppliers are committed to sustainable resource use.
4. Wherever possible, we use milder chemicals throughout production, such as
water‐ or vegetable‐based inks and solvents.
5. We reduce landfill waste, energy use, volatile organic compounds (VOCs), and
greenhouse gas emissions by implementing rigorous policies and procedures
company‐wide.
6. Since 2003, we have achieved a 38% reduction in VOC emissions at our
Winnipeg plant. At our Ypsilanti facility, by 2008 we had reduced our
emissions to 40% of their 2005 levels.
7. We are ISO 14001 certified and strenuously uphold the requisite protocols
championed therein.
8. We ensure compliance with all local, state/provincial, federal, and
international environmental laws and regulations.
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IV. PRESENTING A SPECIFIC APPROACH TO THE NEW YORK MARKET
Prior to presenting the 10 different designs required within this section of the RFP, we’d like
to offer the Evaluation Committee a brief primer that talks about our approach to design as
it pertains directly to the New York Lottery. We trust that doing so will help establish our
unique ability to meet the Lottery’s expectations for player appeal, graphic presentation,
play value, and creativity (so noted in the RFP) when it comes to the 10 designs we
subsequently present within V. Examples of 10 Game Designs—the final part of our
response to 4.7 Ticket Production and Distribution.
As the Lottery already knows, Pollard Banknote is deeply
rooted in the graphic arts industry—and we have always
maintained our graphic arts heritage. And as a security printer
since 1974, we are uniquely positioned to combine the
creativity of design with the technology of security printing. We
provide full creative design service, or design consultation and
technical art services, all backed up via our vast experience
designing thousands of games for a wide variety of lotteries.
This scenario gives the Lottery the option to rely completely on
our talented design staff for its ticket ideas.

“A business has to be
involving, it has to be
fun, and it has to
exercise your creative
instincts.”
Sir Richard Branson,
Chairman, Virgin Group

Our acclaimed efforts in the realm of ticket art consistently
distinguish us from our competitors. To help the Lottery understand why Pollard Banknote
is often singled out as offering the most striking designs available in the industry, we’d like
to offer this introductory, easy‐to‐follow primer with discussions of our unique design
philosophy and of our creative, customized process in working hand‐in‐hand with each of
our clients.
If you look around the lottery industry, it’s easy to see an approach to instant ticket
production in which the product is supplied as if a commodity. This approach is one of
simply pumping out one game after another. The variety, value, and indeed sophistication of
ticket design and game play become marginal concerns.
We do not favor this approach.
After all, instant tickets compete with other gaming and entertainment options; and they
also compete with other impulse purchase options in retail settings.
We firmly believe the Lottery will maximize its benefits by working with a supplier
harboring the greatest respect for the design, production, and delivery of visually stunning
products infused with an extra measure of game play excitement.
Pollard Banknote certainly appreciates that the Lottery has a difficult choice to make when
it comes to selecting its instant ticket suppliers. Each Vendor offers unique strengths, each
serves up convincing statistics illustrating various successes, and each works within
competing corporate philosophies, all intended to maximize their customers’ revenues.
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For our part, when it comes to New York’s sophisticated players, we will always work within
the context of sound artistic judgment that in no way espouses any kind principle that puts
generic commoditization ahead of creativity. Instead, given the opportunity, Pollard
Banknote will make every effort to provide New York’s players with engaging, stylish
designs that quickly capture and hold their attention.
It’s no secret that success as a supplier comes when a Vendor can help articulate and
facilitate a lottery’s vision. When it comes to the New York Lottery, we believe we can offer
the most sensitive response to the distinctive and discerning demands of the Lottery’s
consumers.

OVERALL DESIGN CAPABILITIES
As a graphics arts company since 1907, Pollard Banknote has a rich heritage of creating
designs specifically for print. As an instant lottery ticket supplier since 1985, we fully
understand how the creative and visual aspects of ticket design must integrate with security
standards and meet the technical requirements of printing processes to produce a successful
instant ticket.
A self‐contained and highly skilled department of 50 pre‐press
professionals at our headquarters (with an additional 25 pre‐
press staff at our other facility) provides full creative design
and technical art services. This talented group generates
thousands of designs annually for all of our customers,
including original designs for live tickets, art for focus group
sessions, instant game support materials, and designs for
research and development initiatives. The Lottery can wholly
rely on this design staff to meet its needs in every respect. If
desired, we can also work with the Lottery’s own instant ticket
personnel, its advertising agency, and a third party (such as a
licensor).

Our talented design
team is
multidisciplinary,
multicultural, and
multilingual. We draw
on all corners of the
world for our ticket
concepts.

In any arrangement, Pollard Banknote’s design services include the following:

CONCEPTUAL ART
This step in the process is very important because it takes the idea for a ticket in a definite
direction. A proffered design might not be exactly what the Lottery is looking for, but it does
set some guidelines regarding likes and dislikes. The old expression, “I can’t tell you what I
want, but I’ll know it when I see it,” is very appropriate at the design stage of lottery tickets
(in certain instances). Pollard Banknote’s designers get a “feel” for what a specific customer
is looking for, and the more designs we do for a customer the better that “feel” becomes.
Together with the Lottery, we’re very confident we can come up with some very beautiful
and workable artwork.
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TICKET DESIGN
The design of the ticket is the next step in the process. It combines the conceptual artwork
and the layout of the ticket so that the eye can flow properly around the ticket. It’s very
important to make certain elements of the ticket stand out so that players can easily see
what they are playing. The title, callouts, and instructions must be easily readable and
understandable, or the design will not be well accepted.

FULL COLOR ILLUSTRATIONS
We enjoy a very good exchange of ideas with various clients regarding artwork. We present
clients with either electronic files or tangible paper samples of all artwork for review and
comment. In either context, these full‐color illustrations allow the Lottery to see exactly
what the ticket will look like long before the design becomes final.

DIGITAL COMPUTER EFFECTS (INCLUDING THREE‐DIMENSIONAL RENDERING)
This type of technology can be useful when developing games that incorporate elements
stretching beyond the typical artwork. For instance, on games to be printed on holographic
paper, we can show what the ticket will look like with the holographic foil before production
actually commences.

DIGITAL PHOTOGRAPHY
Pollard Banknote has had great success printing artwork involving photographs. We stand
ready to develop tickets featuring this characteristic for the Lottery, should the need arise.

IMAGE RETOUCHING AND ENHANCEMENT
Our design staff has the capability to create and produce some of the finest artwork in the
lottery industry. Our technical artists are also among the most competent in the business
and have the capability to do just about anything the Lottery might ask for. If executing
these ideas is at all possible, our staff can handle it and are eager to take the New York
Lottery to the next level of design.

COLOR SEPARATIONS
The skills our technical artists have acquired, coupled with the equipment we have on hand,
has made Pollard Banknote as up to date technically as anyone in the business. Our technical
artists take a piece of concept artwork and prepare it for the pre‐press staff to create plates,
resulting in a product that’s second to none.

INTEGRATION AT WORK
Our Pre‐Press department includes both graphic designers and technical artists who work
closely together in an open environment that encourages communication and interaction.
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It’s an arrangement that gives every contributing individual a fuller understanding of the
customer’s needs, and of all components required for successful ticket design.
The game planner plays a different role. This is the individual who advances the process
from game conception to the final press proof by mapping out every game’s production
requirements. The game planner is the internal liaison ensuring consistent communication
and quality throughout the design and production of the ticket.
Pollard Banknote’s marketing representatives work closely with these pre‐press specialists
as well as with our production personnel.
In the New York Lottery’s case, account representatives Lori Denton and Dione Farmer‐
Anderson both possess a thorough knowledge of all stages of production, including the
printing process. Lori will take full responsibility for the New York Lottery account and
work closely with the account team and with specialists throughout Pollard Banknote to
identify growth opportunities and recommend sales strategies appropriate for the Lottery
and its marketplace.
Dione will work alongside Lori and be tasked with carrying out Lori’s directives as they
pertain to the New York Lottery.
We think it’s important for every team member involved in the development and production
of games to understand the entire process. This understanding helps ensure efficient
production.
Our Pre‐Press department also boasts the following talents, each of whom will assume an
active role in shaping the distinct “look” of the New York Lottery’s tickets:
Peter McConville, Director, Creative
Services. Peter studied art and design in
Ireland before moving to Canada in 1974. He
is an accomplished artist whose work has
been displayed at art galleries in several
countries. Peter provides the highest degree
of responsibility for the designs we will
provide to the New York Lottery and will go
to great lengths to ensure that these designs
reflect the Lottery’s direction and our own
creative talents.
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Sandra Sabourin, Supervisor, Creative Art
& Proofreading. An artist and lead designer
in our Pre‐Press department, Sandra has an
uncommonly fine design sensibility. We
invite her ideas at many brainstorming
sessions to develop themes and new games
for instant tickets. She works closely with
our Marketing department as a creative
consultant and often contributes in meetings
with our customers.

Rebecca Tanner, Game Planner. In her
position as Game Planner, Rebecca is a
liaison between our internal pre‐press,
marketing, and production groups. For many
production considerations, she can also
serve as a liaison between the New York
Lottery and Pollard Banknote.
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POLLARD PERFORMER FOR WCLC: THE WESTERN WINS ’EM OVER

In a Pollard Performer narrative we’ve entitled The Western Approach: WCLC Finds the
Right Direction (presented hereafter), we explore the Western Canada Lottery
Corporation’s bestselling game.
It’s an account that speaks well of the lengths Pollard Banknote’s Pre‐Press department will
go to satisfy our clients and their customers. With Peter McConville at the helm, we regularly
deliver fresh, regionally flavored tickets that continue to strike a powerful chord with the
WCLC and its loyal playership even many years after this core game’s initial launch.

Please note: as indicated within 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared the following Pollard Performer narrative confidential. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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A SIX‐STEP CREATIVE PROCESS
Pollard Banknote adopts a logical, systematic approach to instant game development. Our
six‐step creative process is designed to combine the creative ideas that appeal to players
into a technically printable instant game:
Step 1 ‐ Idea Generation
Step 2 ‐ Brainstorming Session
Step 3 ‐ Design Direction
Step 4 ‐ Ticket Art Review
Step 5 ‐ Concept Testing with Players
Step 6 ‐ Ticket Production Begins
This approach has served our clients very well over many years of instant game
development. Below we offer the Lottery an introductory discussion of this multi‐step
process.

STEP 1 – IDEA GENERATION
Ideas for instant tickets come from four main sources:
• The Lottery’s unique ideas
• Pollard Banknote’s unique ideas
• Pollard Banknote’s extensive ticket library
• Best‐selling instant games from the lottery industry
We recognize the Lottery’s role in its own product mix, and we certainly appreciate that the
Lottery understands its market better than anyone. Therefore, we encourage the New York
Lottery to bring forward any ticket ideas for discussion. Pollard Banknote will transform
these ideas into highly marketable instant products.
Pollard Banknote has printed thousands of games since entering the lottery industry in
1985. We draw on all of this experience (and the extensive ticket library that has resulted)
in order to spark creative designs.
In addition to a thorough understanding of our manufacturing processes, our marketing
representatives also bring to an account an advanced understanding of marketing principles
and industry‐specific experience.
Each member of Pollard Banknote’s marketing staff also appreciates the security, quality,
marketing, and delivery requirements the Vendor must provide to meet the demanding and
changing needs of lotteries. This blend of experience and knowledge has been tapped by
many lotteries to inject new ideas into their marketing plans.
Internally, we foster an environment where any employee can bring forward a good idea to
augment the concepts that our marketing, design, and production personnel develop. Our
annual “Bright Ideas” contest, for example, invites this employee input: our most recent
contest generated approximately 340 game names and 70 game concepts.
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We also track the performance of instant games, aided by our Industry‐wide Sales Database,
and freely offer up these statistics to our clients. It’s just one of the complementary in‐house
services our customers can expect. It’s a great way for the New York Lottery to see what’s
new and what’s doing well elsewhere. Many successful games have been developed through
our presentations based on tickets that are proven winners.
We compile data through distribution of a sales report to our customers that offers a “top of
mind” first glance at what games have been garnering above‐average sales from retailers.
This information is provided to our customers with the understanding that further
discussions will take place between the lotteries and Pollard Banknote to determine which
of the high‐performance games might fit best into each customer’s marketplace. The figures
in these reports are calculated by averaging all games in a price point and determining
which games in that price point meet or exceed a 1.30 index.
We regularly add to this database, and as it evolves the database becomes an increasingly
telling and accurate indicator of marketplace performance. For many clients, we can often
modify these best‐selling concepts to suit the specific lottery, while still retaining the
essence of the original idea. Rest assured, we keep diligent watch over other jurisdictions
and will report success stories directly to the New York Lottery. Along with the Lottery’s
own research and our understanding of the New York market, this serves as just one more
tool to identify games and concepts that might be a good fit with the Lottery’s objectives.
In advance of focus group testing, our team brainstorms to come up with concepts for these
sessions. We will then work with the Lottery’s team to fine‐tune these ideas and bring them
to life.

STEP 2 – BRAINSTORMING SESSION
Brainstorming sessions will be conducted between Lottery personnel, our proposed account
representatives for New York (Lori Denton and Dione Farmer‐Anderson), and our assigned
game planner from Pollard Banknote (Rebecca Tanner).
These representatives from our company work in concert to develop an understanding and
knowledge of the Lottery’s designs, its sales and marketing objectives, and its marketplace.
Preparing for any focus group sessions proposed, Pollard Banknote typically handles the
design and concept stage in a couple of different ways. In some cases, we actually have a sit‐
down meeting with a client where we throw ideas around the table and come up with a
group of games to test. These ideas come from both Pollard Banknote and the Lottery. They
may be new ideas or something that has worked well within other jurisdictions. On other
occasions, we might collectively conclude that a teleconference call is the most expeditious
way to address the concept stage of the artwork.
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STEP 3 – DESIGN DIRECTION
A direction is determined for each idea, and Pollard Banknote’s art department is brought
into the mix to begin developing the artwork.
Our Senior Art Director assigns one of our specialized graphic designers to create ideas for
the ticket’s look. The graphic designers work side‐by‐side with technical artists and fully
understand the security and technical requirements inherent in lottery ticket design.
The unique artistic skills of each artist give us the flexibility to assign projects that match an
artist’s talents with the creative demands of the ticket. Each of our graphic designers is an
accomplished artist in their own right, bringing specific talents beyond being fully skilled at
creating computer‐generated artwork.
Our designers are adept at taking a game
name and making it as bold, imaginative,
and enduring as a well‐designed logo. We
know this regard and attention for the
design translates into the player recall and
recognition that prompts a sale.
We hire graphic designers according to the
artistic talents they possess in addition to
their computer art design abilities. This
adds complementary styles and skills to our
designs in a variety of mediums—such as
pencil, pastel, gouache, watercolors, and
acrylics. We can draw on any design
technique or combination of techniques to
present a full range of design options.
This talented group has a strong
multicultural mix and brings diverse
backgrounds, styles, and language skills that
provide our customers with an impressive
reserve of design ideas.
We encourage our artists to freelance their
talents to broaden their graphic experience
and bring even more fresh and exciting
ideas to our ticket design inventory.
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Our artists are
encouraged to freelance
their talents to broaden
their graphic experience
and inject even more
fresh and exciting ideas
into our tickets.

The initial art medium is sometimes a pencil sketch, which
visually focuses the game themes and design, and helps quickly
develop a concept.
This initial art allows the Lottery to quickly determine artistic
direction.
Upon a design’s approval, the pencil sketch is scanned into a
computer and used as a template for the computer design.

Following this page, we include an example of how this sequential process takes a concept
from a pencil sketch to a fully conceived design. (Please note that the Kodak contract proof is
provided as photocopy only).
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STEP 4 – TICKET ART REVIEW
Our ability to create designs using software the Lottery has access to, and is familiar with,
makes reviews of designs convenient and quick. Viewing the design will simply be a matter
of opening the file on a computer. We use a range of PC and Macintosh computer design
equipment and software—including Adobe Illustrator, Adobe Photoshop, and QuarkXpress—
providing the necessary compatibility with the Lottery’s software. Equipment compatibility
allows the Lottery to make any design changes in‐house, if desired.
The production workflow between Pollard Banknote and many of our customers greatly
benefits from digital transfers, reviews, and revisions. Turnarounds for initial designs and
subsequent revisions take place with less call for hard copies. Much of the work is generated
and approved electronically, with instant reviews in real time. Whenever appropriate,
Pollard Banknote would be more than happy to collaborate with the Lottery on this type of
approval process. If desired, of course, our marketing specialist will easily be able to provide
a paper print when the Lottery expresses this preference.

STEP 5 – CONCEPT TESTING WITH PLAYERS (PRIMARY CONTRACT ONLY)
If selected as the Primary Vendor, and as required by the Lottery up to two times per year at
no additional cost, Pollard Banknote will prepare designs and conduct player testing via
either qualitative web‐based or in‐person focus groups.
On approval of designs, our marketing representatives will coordinate with the Lottery,
session moderator, and the designated ad agency (if applicable) to provide artwork files,
artwork “decks,” current Lottery games, and any other information necessary for the
sessions that we’ll coordinate.
Once all of this is complete, we typically dialogue with the Lottery, the research agency, and
the ad agency to review the specific concepts, how these concepts will be presented, and any
further details to be highlighted in the sessions.
On occasion, we have revised art up to the day before a session to satisfy a client’s needs.
There have even been times during sessions when we have revised art (with the customer’s
input, of course) to instill confidence that the piece reflected the overall concept desired.
We will work with the Lottery to analyze research results and assist in deciding which
concepts to add to the launch schedule.

STEP 6 – TICKET PRODUCTION BEGINS
Once artwork is finalized, Pollard Banknote proceeds to the prize structure stage and
develops the working papers.
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GREAT DESIGN: OUR RESPONSIBILITY
Whether the required ideas are Pollard Banknote originals, based on proven market
successes, or guided by the New York Lottery, we will present fully realized concepts that
are developed to enhance the Lottery’s existing marketing mix.
We have delivered billions of secure, high quality tickets to customers across the globe.
These tickets vary in size (from as small as 1.875" x 2.875" to as large as 12" x 15"), in paper
stock, in color, in play style, and in practically every other specification.
What does that mean to the New York Lottery? Well, it means we can handle just about
anything that comes our way, and with the consummate professionalism that has come to
distinguish our company from competing Vendors.
We welcome the opportunity to provide assistance in monitoring the design mix for various
instant games. In particular, the staff we designate—including Lori Denton and Dione
Famer‐Anderson—will work with the New York Lottery to ensure an adequate supply of
games that will consistently appeal to all kinds of players.
Supplying meaningful recommendations that will help the Lottery reach its goals in the
coming years is both a matter of understanding the Lottery’s market right now and of
forecasting how evolving player preferences and product offerings will come to intersect in
the future.
So what’s the bottom line?
Simply this: of all Vendors, we’re confident we’re best equipped to tackle this task to the
greatest extent possible.
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POLLARD PERFORMER FOR NEW YORK: “FOR LIFE” CONCEPT TAKES HOLD
Another Pollard Performer summary presented
hereafter involves the New York Lottery and
chronicles the revenue boost experienced thanks to
its successful series of “For Life” core games. As part
of the story relates, an evolution involving ticket art
for its $5 annuity game Win $2,000 a Week for Life
into a stronger cash‐themed design entitled Money for
Life was undertaken to arrive at a ticket that injected
something fresh and compelling into the Lottery’s
lineup—with equally appealing sales results.

Please note: as indicated within 7. Trade Secrets or
Competitive Information, Pollard Banknote has
declared the following Pollard Performer narrative
confidential. The specific statutory basis for our claim
is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section
eighty‐seven subdivision two, clause (d), states:
“Each agency shall, in accordance with its published
rules, make available for public inspection and
copying all records, except that such agency may deny access to records or portions thereof
that are trade secrets or are submitted to an agency by a commercial enterprise or derived
from information obtained by a commercial enterprise and which if disclosed would cause
substantial injury to the competitive position of the subject enterprise.”
Supplemental Rationale:
The following game‐specific synopsis constitutes a Pollard Banknote trade secret used to
further a business advantage over competitors who do not know or use it, and the disclosure
of which would injure Pollard Banknote in the marketplace.
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Confidential information redacted.

----- CONFIDENTIAL -----
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Confidential information redacted.

----- CONFIDENTIAL -----
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TICKET ART/DESIGN PROCESS
1. Just because it’s an “instant” ticket doesn’t mean it should only take a minute
to design. We take pride in the creative approach we take to custom‐designing
our clients’ artwork.
2. Peter McConville, Director, Creative Services, is a recognized and respected
artist whose paintings have been exhibited internationally.
3. Ticket concepts can come from the Lottery, from Pollard Banknote, from
outside agencies, from existing tickets—or from all four.
4. Our employees take part in regular “Bright Ideas” contests to generate new
play concepts, themes, and ticket names.
5. Our graphic designers and technical artists work together to ensure ticket
designs are both aesthetically enticing and realistically possible given
production parameters.
6. Pollard Banknote’s six‐step creative process is orchestrated to achieve one
overall objective: the New York Lottery’s complete satisfaction with the final
product.
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V. EXAMPLES OF 10 GAME DESIGNS
As required, Pollard Banknote has hereafter presented examples of 10 different game
designs which best allow the Evaluation Committee to assess our ability to produce high
quality instant tickets with strong marketability in a fast‐paced retail environment. We hope
these selections demonstrate our singular ability to meet the Lottery’s expectations
regarding player appeal, graphic presentation, play value, and creativity.
Recognizing that developing art and printing tickets is only half the battle, we have also
provided extended game rationales and some innovative promotional programs developed
specifically for the New York Lottery to aid in selling these games to consumers. This
supplemental information is provided within our comprehensive product plan found in 4.6
Research and Product Development (see New York LotterySpecific Product Plan).
The chart below highlights the games we’ve chosen to present to the Evaluation Committee
on the following pages:
GAME NAME

PRICE POINT

1. Happy Holidays

$1

2. Let it Snow

$2

3. Star Trek

$2

4. Aces High

$5

5. Cash Explosion

$5

6. Golden Wishes

$5

7. Happy Mother’s Day

$5

8. Super 7s Slots

$5

9. $1,000,000 Cashword

$10

10. Diamond Doubler

$10
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‐ $1 ‐
HAPPY HOLIDAYS
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‐ $2 ‐
LET IT SNOW
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‐ $2 ‐
STAR TREK
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‐ $5 ‐
ACES HIGH
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‐ $5 ‐
CASH EXPLOSION
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‐ $5 ‐
GOLDEN WISHES
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‐ $5 ‐
HAPPY MOTHER’S DAY

RFP No.: C110001

Ticket Production and Distribution

521

Ticket Production and Distribution…

This page intentionally left blank.

522

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…

RFP No.: C110001

Ticket Production and Distribution

523

Ticket Production and Distribution…

524

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…

RFP No.: C110001

Ticket Production and Distribution

525

Ticket Production and Distribution…

526

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…

RFP No.: C110001

Ticket Production and Distribution

527

Ticket Production and Distribution…

This page intentionally left blank.

528

Ticket Production and Distribution

RFP No.: C110001

Ticket Production and Distribution…

‐ $5 ‐
SUPER 7S SLOTS
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‐ $10 ‐
$1,000,000 CASHWORD
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‐ $10 ‐
DIAMOND DOUBLER
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4.8 SECURITY PLAN
INTRODUCING POLLARD BANKNOTE’S SECURITY PLAN

We are always updating
our security measures
to reflect changes in
technology, leaving you
free to concentrate on
your priorities rather
than worry about the
safety of your products.

As a provider of secure lottery products for more than two
decades, Pollard Banknote understands that the security of the
New York Lottery’s tickets is paramount.
We applaud the Lottery’s insistence on a tight security program
and on security‐driven ticket features.
As required, Pollard Banknote affirms that plant security for
ticket production will be approved by the Lottery before
production of ticket printing commences.

As the Evaluation Committee considers the balance of our response to 4.8 Security Plan, we
trust it will quickly become apparent that the Lottery’s own care and concern for this critical
component of the instant ticket manufacturing process is sufficiently addressed by our own
attentions in this regard.
Pollard Banknote appreciates the critical importance of security in all phases of design,
materials procurement, and production of instant tickets. Our responses throughout the
remainder of this section provide more information about our policies, procedures, and the
specific tactics we employ to protect our production environment and the products of our
customers.
We would like the New York Lottery to be assured that over the course of Pollard Banknote’s
25 years of manufacturing lottery tickets:
•
•
•
•

Customers and security agencies regularly tour our facilities and acknowledge the
integrity of our security protocols.
Frequent auditing ensures constant vigilance.
Every employee in every department is schooled in the importance of maintaining a
secure environment.
Experienced officers receive regular training and participate in industry‐related
seminars to ensure the highest level of sensitivity to security concerns.

Pollard Banknote is always updating its security measures. Our dedication to security and
regard for the Lottery’s reputation will match the Lottery’s own dedication.
The Lottery can be assured that Pollard Banknote’s instant tickets stand on a bedrock base
of security—keeping Lottery time and energy free for other activities.

RFP No.: C110001

Security Plan

547

Security Plan…
Given our 25 years of experience in the lottery industry, and our role as a supplier to the
New York Lottery for more than half that time, Pollard Banknote can assure the Lottery of
our understanding of the overriding importance of security in its procedures, methods,
strategies, and internal control systems.
As critical components of this concern, we would like to address the major concerns raised
within this section of the RFP via a variety of explanatory offerings.
Pollard Banknote’s series of seven security‐related narratives starts on the following page.
For at‐a‐glance purposes, the seven narratives are titled as follows:
1.
2.
3.
4.
5.
6.
7.
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Security at Pollard Banknote: An Overview
Facility Security
Security in Ticket Construction
Plate/Cylinder Security (Reproduction, Use, Reuse, Etc.)
Security Breach Notification
Storage Concerns Addressed
Disaster Recover Plan

Security Plan
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1. SECURITY AT POLLARD BANKNOTE: AN OVERVIEW
Pollard Banknote has supplied high‐security products since 1974. We know what it takes to
manufacture and deliver secure instant tickets.
We are attuned to the security considerations of our customers. A lottery holds the trust of
its public. Any security concern involving a lottery’s games, or even a concern relating to its
instant ticket Vendor, can erode that trust. The damage can be long‐lasting.
Pollard Banknote maintains security standards that meet or exceed those of lotteries around
the world. Many lotteries belonging to the North American Association of State and
Provincial Lotteries (NASPL) and the World Lottery Association (WLA) have approved our
security program.
We benefit from the insights of security professionals from around the world who tour our
facilities. Since 2002, security specialists from lotteries, gaming organizations, and
regulatory agencies in the following jurisdictions have reviewed our security:
• Arizona
• California
• Iowa
• Kansas
• Michigan
• Minnesota
• Missouri
• New Jersey
• Oregon
• Texas
• Alberta
• British Columbia
• Ontario
• Saskatchewan
• Austria
• Finland
• France
• Ireland
• Israel
• Norway
• Sweden
• Taiwan
These professionals have put our security under the microscope. They have reviewed how
we control access and divide sensitive work areas. They have looked at our camera systems
and toured our in‐house laboratories. They have asked how we trace tickets through every
stage of production. They have seen our equipment for waste destruction.
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We have welcomed this input, and have acted upon many of their suggestions.
At Pollard Banknote, security consists of integrated layers of design, people, and systems.
Our plan is not static; it is constantly evolving to take advantage of improving technology
and practices.
This includes an independent audit every two years conducted by Deloitte, an
internationally established consulting firm. Following this audit, in which Deloitte
scrutinizes all components of our manufacturing environment’s security, the organization
provides us with two versions of a report (one detailed, one an overview) assessing our
program.
Our approach to security assures our customers of the integrity and security of working with
Pollard Banknote. We are always fine‐tuning our program to identify and respond to
emerging security concerns.
Security is intrinsic in every aspect of our operations, from selection of raw materials
through delivery of final product.
On the following pages, we highlight critical aspects of security. We talk about our policies,
our people, and how security is integrated in our facilities and in the production
environment.
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POLICIES AND PEOPLE – ENSURING A SECURE ENVIRONMENT
New employees undergo a criminal record check on local and national (American and
Canadian) systems upon intake. Criminal records are rechecked on an employee’s second
and fifth service anniversaries, and every five years thereafter.
All employees receive—and must sign for—a handbook containing security regulations. In
addition, a security officer reads a handout to employees that describes security regulations.
We ask the employee to sign an acknowledgement. After one month, the employee must
attend a New Employee Orientation seminar, at which security is again a major theme.
If employment is terminated, the on‐duty security officer will:
•
•
•
•
•
•

Immediately deactivate the employee’s access card
Ensure return of access card and all company property
Ensure all necessary security codes are changed or eliminated
Inform employee that the non‐disclosure agreement remains in effect
Provide close escort of employee until off the property
Ensure notification of all appropriate personnel

Once the employee’s access card had been deactivated, the employee will not be able to gain
entrance into the building without prior approval of the Plant Manager and a security escort.
Security officers conduct access audits quarterly. This consists of reviewing, with respective
supervisors and the plant manager, access given to individual employees to assure that the
access is appropriate for that employee. No access levels are changed without prior written
approval of the Director, Corporate Security or the Security Manager.
Pollard Banknote’s management team includes the position of Director, Corporate Security.
Reporting directly to the Vice President, Operations, the Director is responsible for
maintaining and improving security. This includes development and enforcement of
production security, and documentation of procedures and manuals.
Based at Corporate Headquarters in Winnipeg, the Director conducts at least four annual
visits to all other Pollard Banknote facilities to review security.
Eric Hrycyk is Pollard Banknote’s Director, Corporate Security. He joined the company in
2002 following a distinguished career with the Winnipeg Police Service. He is a member of
numerous law enforcement organizations, including the Canadian Association of Chiefs of
Police, Manitoba Protective Officers Association, and ASIS International.
Eric’s security team includes former police officers with more than 100 years of combined
experience in law enforcement and security. All security officers at Pollard Banknote are
members of ASIS International, the preeminent organization for security professionals, with
more than 33,000 members worldwide.
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Officers receive training and attend seminars within the company, and receive external
training as well. They also attend local and international educational events, including the
annual ASIS Seminar.
Some of the courses and seminars our security personnel have attended since 2002 are:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Corporate Security and Loss Prevention
Transportation of Hazardous Materials
Transportation of Hazardous Goods – Air
Transportation Security
ASIS Annual Seminar
CPR/First Aid, Fire Marshall Seminar
Contractor Safety
Access Controls
Alarm Systems
Incident Reporting – Software
Numerous software courses (Key Control, Access Control, Outlook, and Excel)
Counterfeit Detection
Security for Sales Persons
Bomb Threats and Response
IPAM Computer Security Seminar
NASPL Security Directors Seminars

Security personnel stay informed through journals that include Intersec (Great Britain),
Security Management (U.S.), and Canadian Security (Canada), and many other industry
journals.
They also draw on a library of reference books, including the Protection of Assets Manual,
Fundamentals of Criminal Investigation (Charles O'Hara and Gregory O'Hara), which is
widely acknowledged as the authoritative text on the subject of criminal investigation,
Workplace Violence Prevention – A Practical Guide, and Corporate Emergency
Management.
Security officers are rigidly screened in the hiring process. On the job, they operate
according to a well‐defined set of procedures. A Security Manual documents activities and
expected standards. The Manual deals with security objectives and details policy on a range
of subjects. These subjects include attendance, chain of command, performance evaluation,
appearance, equipment, alarm response, arrests, confidentiality, crime scenes, impaired
employees, bomb threats, interior patrols, logs, and terminations.
Officers conduct regular inspection tours throughout the facility, as well as certain monthly
and quarterly checks. They also perform a range of daily security duties. An officer’s duties
and checks include mandatory guard tour checks, employee checks on shift change, arming
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and disarming alarms according to a time schedule (if alarm is not automatic), a video check
(described later), a check of the access system (including reconciliation of invalid attempts),
and checks of panic alarms, door alarms, fire devices, door locks, and similar devices.
Many tasks, including employee intake, employee termination, key issue, and access
assignment, are governed by check sheets.
Security officers are equipped with two‐way radios and/or cell phones at all times. In the
event of a breach of security, an officer on shift would follow procedures set out in the
Security Manual, initiating contact with the Director, Corporate Security any time of day, if
necessary. If security personnel determine the breach could impact a client, the Director
speaks to the designated marketing/service representative(s) within our company assigned
to the customer.
We use incident management software to record all security activity. The security officer(s)
and/or the Director, Corporate Security review these records.
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2. FACILITY SECURITY
LOCATION AND DESIGN
Our instant ticket facilities meet stringent security standards. Location and design are no
exception.
Each facility is in an industrial park, adjacent to other low‐risk industries. No facility is in an
area with a high crime rate. Original site selection included due regard to mitigate effects of
natural disasters native to the geographical area. For example, our Ypsilanti facility in
Michigan is hardened against tornados.
Reliability of local services (power, natural gas, water, and sewage) is another important
consideration in site selection.
Corporate headquarters in Winnipeg houses the computer systems we use in processing
game data. The facility is located above the flood plain of the Red River with a full slate of
reliable services. Manitoba Hydro, the local provider of electrical power, has an “up time” of
99.97%. Power outages are infrequent and short‐lived.
The two facilities share similar construction. They are above grade to the maximum levels
allowed by local ordinance. This hardens the buildings against intrusion by presenting an
almost continuous exterior concrete face. Wherever possible, electric and telephone services
enter the buildings underground. We always monitor these services for continuity. Gas lines
are reinforced to prevent accidental disruption of service.
Computer systems in Winnipeg are housed against internal walls and behind multiple locked
doors to ensure continuity of service during all but the most extreme events.
Access into all buildings is only available at two locations: an
employee entrance and an office entrance. We describe both in
the following section.

ACCESS CONTROL
Pollard Banknote has never experienced a break‐in or a case of
unauthorized entry.
Facility design, key control, human intervention and
established procedures all help control access. Key activities in
production of instant games are physically and electronically
separate.

Facility design, key
control, human
intervention, and
established procedures
all help control access.
Key activities in
production of instant
games are physically
and electronically
separate.

For example, our Game Generation and Computer Operations groups are separate from one
another within our facility. These groups are separate from the groups responsible for
creating fonts and auditing game data, which operate in an adjacent building.
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Separate servers make it extremely improbable that any individuals could gain access to
data or information for which they did not have access privilege.
Electronic access control begins at exterior entrances. This control also governs entry to
restricted areas that house imagers for printing variable data, quality control activities, an
in‐house lab, and all other sensitive areas.
All Pollard Banknote sites employ digital proximity card access systems with security cards
manufactured by HID, the premier manufacturer of contactless access control cards and
readers for the security industry. Employees receive access only to areas they must be in to
perform daily job tasks. To date, we’ve isolated 83 job‐defined levels which require
preauthorized access.
An access card displays a photograph of the employee, along with the employee’s name and
position. The employee also sets an internal multi‐digit personal identification number
(PIN) that corresponds to the card.
From a central security office in the facility, security personnel monitor and permanently
record all card access transactions. They can generate reports that identify an employee’s
activity during a shift, or identify all activity at a specific reader(s) during a period. They
investigate invalid transactions (an access card presented at a reader to which the employee
does not have access) and reconcile them every day. Doors controlled by card access also
include “door open” alarms. A door that remains open longer than a set time triggers an
alarm on the card access system, sounding a buzzer at the door.
This system governs access for personnel at all levels of company management and
authority. We have paid specific attention to separation of personnel involved in computer
systems from personnel involved in the printing process.
The process for entry to the manufacturing section is identical at each facility. An employee
enters through an exterior door leading to a vestibule. Once in the vestibule, an employee
must present an access card to a card reader and then enter his or her unique multi‐digit
PIN. The employee can then pass through a door leading to a steel floor‐to‐ceiling turnstile.
The employee again presents the access card to a card reader, releasing the turnstile for a
one‐third rotation. This allows enough space for only one person, preventing “tailgating” by
a second individual.
Egress is through a similar turnstile linked to the entrance turnstile. It will not allow exiting
by any individual who has not entered through the turnstile correctly.
When an employee is absent for any extended period, or an access card is lost, a card’s
status in the system is immediately changed to “suspended.” Once suspended, an access card
will not open any door but will trigger an alarm.
All of these activities are under closed circuit television (CCTV) surveillance. We describe
this aspect later.
RFP No.: C110001
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The office entrance has an exterior door, secure with the card access system. This door
automatically unlocks during business hours. The interior vestibule door is also secure with
the card access system. It remains locked during business hours, with access by card.
The Card Access Management personal computer (PC) is in the security office at each
facility. The PC is password‐protected and has a battery backup allowing for operation
during a power failure. Security personnel administer all changes to access levels, timed
openings, and investigative reports from this location.
In addition, all card readers and control boards are on battery backup. This ensures exterior
doors are secure and interior doors operate normally—even during a power failure.
Customers visiting the facility during game production must follow this procedure.
Customers gain only limited access within the facility, and only while their game is in a stage
of production. They must also display a color‐keyed card that identifies them as customers.
Both of Pollard Banknote’s instant ticket facilities have been rekeyed within the past five
years. Keys are rigidly controlled and managed by key tracker software. Employees must
sign for every issued key. Spare keys remain in a secure box in the security office. Keys are
not issued to any lock secured by card access.
A visitor to a Pollard Banknote facility must report to the secure office vestibule. Addressing
the receptionist through a speakerphone, the visitor must state the nature of the visit and
state the name of an employee sponsor. Facility entry requires the visitor and the employee
sponsor to sign a logbook at the front desk. This includes the time of entry. The visitor is
issued an identification badge and is escorted within the facility at all times. On leaving the
facility, the visitor turns in the badge and signs out of the facility on the same line of the
front desk logbook. This includes the time of exit. We retain all logbook sheets for five years.
Corporate policy dictates and grants access, which is recorded electronically and on check‐
sheets that become part of an employee’s personnel record.

INTRUSION ALARMS
Pollard Banknote’s facilities are extensively alarmed for intrusion detection. Our system
separates facilities into work zones so that one zone (the office) can be armed while another
(manufacturing) is occupied and functioning. Control pads are situated throughout buildings
at access points, reception, and the security office.
Employees requiring off‐hours access are issued an alarm code in the form of a PIN. This
allows them to disarm the alarm only in the area in which they work. Only security officers
possess alarm codes capable of disarming all alarms.
Alarm devices include glass breakage detectors, motion detectors, photoelectric beams,
pendant panic alarms, trailer alarms, and door contacts. Devices are wired to a panel(s)
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connected to a monitoring agency by dedicated phone line. This line is monitored for
continuity; if disturbed or severed, it will trigger an alarm.
Devices are on all access points, or potential access points, and are designed to activate
prior to entry being gained into any of our buildings. Once active, a local alarm sounds and
we notify the central monitoring station. Our personnel can check a control pad for the
source of the alarm and attend to investigate while the monitoring agency notifies police and
then confirms the alarm with security. We check all devices quarterly.
Computer server rooms are further protected with high/low temperature detectors.

FIRE SUPPRESSION
Pollard Banknote’s facilities include a vigorous fire suppression system. The system includes
smoke detectors, heat detectors, flow alarms in the standpipes, and pull stations throughout
the building. In the event of an alarm, the designated fire department is automatically
notified and horn/strobe lights are activated in the building. We test fire alarms every
month. The entire system undergoes annual inspection.
We designate fire marshals at each facility to help with evacuations. Fire marshals receive
training in cardiopulmonary resuscitation (CPR), first aid, use of fire extinguishers, and the
fire evacuation plan. Fire drills take place at least twice a year. Each site has an appropriate
number of fire extinguishers.
This system includes battery backup to ensure operation in a power failure.

CLOSED CIRCUIT TELEVISION (CCTV)
All entry/exit points and restricted areas (where imager, quality control, and shipping
activities take place, for example), as well as the general facility, are under constant
surveillance. Camera outputs feed back to the central security office, where security officers
can monitor cameras individually, sequentially, or on split‐screens. A multiplexer (a device
that merges information from multiple signals to a single channel) manages the output,
which we store for six months.
We have now completed upgrading our camera systems/digital video recorders (DVRs)
across each of our facilities. The goal, of course, is to continually boost the effectiveness of
our security surveillance systems.
Our Ypsilanti facility, for example, now includes 38 cameras, including four with full pan‐
tilt‐zoom (PTZ) controls. Three DVRs capture the output of these cameras. We keep non‐
critical data (e.g., parking lot, entrance/exit) for 30 days, and data from critical cameras for
180 days. In comparison to video taping equipment, DVR equipment affords a number of
advantages for security, including superior images, a greater amount of recording time, and
powerful archiving and searching functions. These are not simply ease‐of‐use features, but
are instead practical advantages if investigating a security concern.
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READY FOR PRINTING
In‐house creative and technical artists control all design activity and pre‐press outputs,
including film, digital proofs, color keys, color separations, and offset and flexographic
plates. Along with high levels of accuracy and quality, this practice is also a measure for
security.

EQUIPMENT ENCLOSURES
The imager (variable data) is contained within an enclosure apart from the general facility.
All procedures relating to this area, along with the Aquaflex (security coatings) and Comco
(overprint) presses, take place under CCTV surveillance. Metal caging enclosures surround
the Quality Control Bank, packaging and shrink‐wrap, imaged‐roll storage, and finished
goods lock‐up areas. These areas allow access only by card. Again, only individuals requiring
access for job duties can enter the area.
Security is especially critical after game data has been imaged onto stock and before play
areas are covered with latex. Stock with “live” (actual) game data is covered with more than
200 feet of voided or blank ticket stock so that no live data is exposed. These rolls are
transferred to a locked, caged, restricted‐access area adjacent to the secure imager
enclosure.
Only operators of the imager and the Comco presses have access to this lock‐up. Rolls are
removed from the area one at a time when scheduled for Comco printing. As the roll is fed
through the Comco press during set up, only void or blank stock is ever viewable to the
human eye. The press is up to printing speed by the time stock with live data is visible. At
this faster speed, data passes the human eye too quickly to be considered viewable/insecure.

INSPECTION ROOM
The inspection room is a restricted‐access room requiring authorization by card key for
entry. Here tickets undergo inspection to ensure clarity of all graphic details, including
graphics, variable data, and perforations. Identification numbers of any defective products
are recorded, and any record of their existence is deleted from validation files sent to the
Lottery.
All rejected ticket lists are independently checked against rejected tickets to ensure
accuracy.
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WASTE DESTRUCTION
Any material to be shredded is detailed in a logbook. All production waste, omits, and voided
tickets are shredded within the secure confines of our production facility by Pollard
Banknote staff. The dedicated shredding room is enclosed and monitored with limited, card‐
swipe access. The shredder is the only piece of equipment in the room.
All output is reduced to particles or strips and transferred directly to a compactor for
recycling.

GAME PROGRAMMING
Groups involved in game programming activities are located at
separate, restricted‐access locations within our Winnipeg
facility. We do this to preclude the possibility (and even the
appearance) that individuals might have access to
inappropriate combinations of sensitive information. Sharing
privileges for data‐related electronic files are similarly
restricted.

“The good things take
care of themselves. We
want to find all the
negatives.”

Wayne Huizenga,
All data generated from the software while it is still in our
founder of Blockbuster
Game Generation group is for testing. No data used for testing
Video
is ever imaged onto live tickets. A customer might wonder if
personnel in our Game Generation group ever have live data
that would yield information about winning tickets. The answer is no. Once again,
programmers will generate data, but only for testing. Live data is not viewed, stored, or
distributed any earlier in our production, or any more frequently than necessary.
Pollard Banknote also has a complete and secure Information Systems department. This
department is responsible for all facets of generating and auditing the necessary computer
software, game data, and winning ticket validation requirements for instant lottery tickets.
To ensure security, the various components that comprise Information Systems (equipment,
personnel, and tasks) are physically separated within the workspace based on designated
job functions, thereby precluding any interaction during game data creation and subsequent
production.
Our Computer Operations group creates and distributes secure data essential to the
operation of a lottery’s game. This group’s highly sensitive work area has its own intrusion
alarm system. The office has double‐contacted doors which record all valid and invalid card‐
swipe attempts. The office also has an intrusion alarm. Also connected to this stand‐alone
burglar system are 360‐degree motion detectors and glass breakage sensors on all windows.
This system is controlled by a keypad inside the Computer Operations office. Access to the
office is restricted to authorized personnel. Keypad codes are pins, each unique to the
authorized person, allowing the system to record entrances and exits to the area.
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All modems within this area are on unlisted data direct lines that do not go through the
switchboard. These modems are used for outgoing access only. All essential equipment plugs
into battery backup systems that automatically activate in a power failure. These battery
systems also serve as power regulators to accommodate any power fluctuations.
The Computer Operations group and all computer programs/imaging files are housed in a
restricted access computer room. Only authorized personnel can enter this area without
being signed in or escorted. Game generation programs are stored in executable format on
operations systems. Executable tasks are restricted to certain directories. A user must have
authority to access both the directory and the executable task before execution can take
place. All source code is stored in an encrypted format on a separate development system
and is protected by restricted access. To log on to a system, the user must have a valid user
identification and password. We regularly change passwords. Once logged on to the system,
each user receives access based on user identification. Different levels of access allow users
to read, write, or execute only those tasks to which they have been given access.
Physical checks of all procedures are conducted on a regular basis. All procedures within the
computer software division must be followed and are checked‐off in a log to make sure they
have been completed for each game/draw. Any deviance from normal procedure must be
approved and signed for by senior management. Independent auditing firms have
extensively reviewed these procedures.
In the event of a hardware disaster, we can provide a duplicate copy for all required
software within a 24‐hour period. Alternately we could produce game data or imager files
ready for imaging within the same timeframe. We have two sites with similar computer
equipment that can produce tickets within a short timeframe.
Game data resides on our Computer Operations systems. It is stored no longer than
necessary for that game’s production and then removed on completion. All equipment for
this storage resides behind the doors of the Computer Operations secure, limited‐access
room. Access to this data is restricted to authorized individuals.
Game data is verified by an application developed by a programmer independent of the
programmer who designed the game generation application. Game data undergoes
frequency, serial, difference, and gap statistical tests to ensure randomness. If a customer
requires, we will provide game data to an external auditing firm that will develop custom
software to independently verify that the data conforms to game specifications. We would
encrypt all data as a security measure.
Operations personnel in our Winnipeg facility run an application to create imager files. This
application reads job information from the Operations servers in Winnipeg and creates a
number of encrypted imager files on the appropriate plant’s secure file server for each
customer’s game.
Operations systems in Winnipeg are connected via a private network to the secure imager
file servers in each imaging facility. This network provides a dedicated T‐1 line for data
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transfers between Winnipeg and our Ypsilanti facility. Pollard Banknote does not share this
line with any other users and controls access at all ends. Files are made available to the
imager operator once proper approvals are in place. The Operations network is secured so
that only Operations application servers and Kodak Versamark (Scitex) 3700 imagers may
access information on the secure imager file servers.
Files on the server include certain characteristics that secure the data, and this information
is encrypted using DES encryption.
Files written in a proprietary format are only available by signing a non‐disclosure
agreement with Kodak (manufacturer of the imaging hardware). Once created, they may only
be run on a Pollard Banknote Kodak Versamark (Scitex) imager, due to the encryption and
key required to decrypt.

TICKET PACKAGING AND SHIPMENT
In preparation for shipping, we seal cartons of ticket books and place them on pallets. We
stretch‐wrap the pallets and store them in a secure area—a “vault” within our warehouse
facility—while awaiting shipment. The vault is constructed of reinforced cinder blocks with
a single overhead door. This door is on an interior wall in the warehouse. It is opened by a
proximity card/reader with greatly restricted access. To reach this door, an employee must
pass through a minimum of two other card access doors with restricted access.
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3. SECURITY IN TICKET CONSTRUCTION
Offering our clients secure tickets of unsurpassed quality is viewed as the highest priority at
Pollard Banknote. Turning this commitment into an everyday reality requires the marriage
of many different entities within the company, both on the production side and on the
service and support side. We sympathize with the pressures lotteries are under in providing
players with products that cannot be impugned, and therefore we are constantly striving
toward making sure we meet our security obligations in reliable, technically savvy ways.
As a long‐time supplier of high‐security products, the importance of delivering reliable,
threat‐proof tickets to today’s discerning lotteries is a responsibility we take very seriously.
A lottery’s players must believe that unscrupulous individuals cannot compromise their
games—potentially tarnishing the gaming experience and the lottery’s reputation past the
point of no return. Pollard Banknote is determined to stay two steps ahead of counterfeiters
intent upon applying invasion techniques to detect winning tickets. To this end, we maintain
state‐of‐the‐art laboratories in each of our production facilities whose primary purpose is to
make sure the integrity of every initial game concept comes through in every finished ticket.
Ultimately, our approach to ticket security includes a detailed security review of each game
prior to production, measures during production, and protective design options developed
by these in‐house labs.

INTERNAL LABORATORIES, TESTING AND PROTECTION AGAINST TICKET
INVASION
Internal laboratories play an integral role in our quality control process, and provide testing
of our products against invasion attempts. The lab’s responsibilities include:
•

Ongoing development of test procedures to safeguard tickets against changing
invasion techniques

•

Testing of tickets during production to ensure product integrity and security

•

Continual training and testing of lab staff to ensure consistency and quality in testing
techniques among staff and lab procedures over Pollard Banknote’s four labs

Pollard Banknote’s qualified chemists and laboratory technicians duplicate tests conducted
by external laboratories. They also develop internal testing and approval methods. In an
audit of our lab, the auditing firm found that in many cases our personnel are performing
tests of greater detail than other testing facilities.
To ensure quality and consistency of testing between technicians and between labs:
•
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distribute them from a single, central location to ensure that each lab is working
from the current version of any lab procedure.
•

Labs label and keep all tested tickets. These samples are stored in our own secure
warehouse. Sample ticket information is archived on an electronic database,
allowing for fast searching and retrieval.

•

Personnel from each lab periodically gather in Winnipeg for training to ensure test
techniques remain similar across the company.

•

Labs conduct round‐robin testing of games. Periodically, we distribute ticket
samples from a particular game to each lab for testing. We collect and compare
results.

Any research and development trials are tested at the site of production, followed by a
repeat of these tests in Winnipeg. We compare results.
The lab has standard procedures for ticket testing, but it will
also customize tests for customers and report results directly
to them if necessary.
Results of all tests—raw materials and tickets—are recorded in
a database. If there is a problem with a ticket during
production, it is immediately traceable through the database, if
necessary, all the way back to raw materials.

When tickets are on our
presses, our lab works
as long as it takes—as
much as 24 hours a
day—to ensure that
every game is tested
and secure.

Production of a secure ticket starts with the integrity of the
raw materials. Pollard Banknote’s in‐house laboratory has
specific guidelines for certification of manufacturing processes and raw materials.
Manufacturers that supply raw materials to Pollard Banknote must prove that their product
meets these criteria by providing a Certificate of Analysis and samples of the product. We
base our acceptance of the product on the information in this document. Our lab will
conduct tests, and later confirm that test results reported match those of an identical test
that the lab will conduct on finished tickets.
The lab plays a vital and ongoing role throughout production, ensuring that both the quality
and security of the printed product is never vulnerable to compromise. Tickets produced at
Pollard Banknote have built‐in security features to protect tickets from compromise. The lab
performs an exhaustive variety of experiments on the printed ticket to ensure the
performance of these security features. Depending on the circumstances, finished tickets
might face an evolving arsenal of more than 100 different security tests to ensure integrity.
We conduct a full quality and security evaluation on the first roll of every game. Our lab
personnel open a game file, which will hold the customer specifications, production
specifications, start‐up sheets, sample tickets, inspection results of tickets tested from the
start and end of each production roll, and summary sheets. All tests follow documented
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methods, and results remain in that game’s file. We store all test results electronically and as
a hard copy. We test the start and end of each roll for parameters that could be affected by a
change in press conditions.
When applicable, evaluation results are compared to a customer’s specifications. We keep
test results and actual tested ticket samples for 18 months (other than the game file and
startup samples, which are stored indefinitely). We can customize start and end testing of
the roll for our customers.
If the presses are running 24 hours a day, the lab will operate on the same schedule to
accommodate testing on all rolls of all games produced.
Testing covers five general methods used in attempts to compromise instant tickets:

1. MECHANICAL METHODS
These typically involve the use of tools or objects to compromise a ticket’s security,
including:
•

Lifting and replacing latex scratch‐off using various tools, such as razor blades, paint
scrapers, scalpels, etc.

•

Microsurgery or micro‐scratching to read game data.

•

Tape‐assisted lifting, spray varnish, or chemical solvent‐assisted lifting methods are
also used in attempts to lift the latex scratch‐off material without obvious signs of
tampering.

2. ELECTRICAL METHODS
Using electrostatic testing in combination with various chemicals, lab personnel determine
whether it is possible to read game data through the latex by running an electric charge over
the ticket surface.

3. CHEMICAL METHODS
The lab tests tickets by simulating invasion attempts and allowing common commercial
compounds in liquid or vapor forms to make contact with the tickets. Invasion tactics using
these chemicals should ideally result in tickets that are substantially damaged, making ticket
invasion attempts obvious.

4. OPTICAL METHODS
Lab personnel use high‐intensity light through various filters, as well as ultraviolet light, to
determine whether game data may be seen through the ticket or the protective overprints.

5. ENVIRONMENTAL METHODS
Tickets undergo tests in various environmental conditions—specifically humidity and
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thermal tests—to determine the ticket’s reaction. The lab also carefully scrutinizes all
products for flaws or discrepancies in certain components, which might allow for picking out
or identifying winning tickets.
If during this battery of tests the lab identifies a print flaw that may impact either security
or quality:
•

Lab personnel complete a Lab Inspection Report. This identifies the concern(s) and
the recommended action. This might result in voiding the tickets, quarantining
tickets for more testing, or sending tickets on to the Production Manager/Quality
Control personnel for further assessment in the case of a quality concern.

•

If the tickets go into quarantine, it becomes the responsibility of our Vice President,
Sales & Marketing, Vice President, Operations, and Vice President, Technical, to
further inspect tickets and decide whether tickets will be voided or approved.

•

All Lab Inspection Reports are generated electronically and are tracked to ensure an
action has been performed.

DESIGN OPTIONS TO ENHANCE SECURITY
Prior to the start‐up of manufacturing, a number of control
procedures are adopted to ensure that product integrity is
maintained at each stage. A game planner and designer work in
conjunction with the Pollard Banknote marketing
representative assigned to the customer to design a ticket that
is both marketable and meets or exceeds all security
requirements. The use of quality materials and the method of
construction are essential in making a ticket invasion‐resistant.
The following features are just a few examples of supplemental
ticket design precautions employed to enhance ticket security
and prevent attempts at ticket alteration:
1.
2.
3.
4.
5.
6.
7.
8.

“Design is not just what
it looks like and feels
like. Design is how it
works.”
Steve Jobs,
Chairman/CEO, Apple
Inc.

Game Data Bounce
Custom Fonts/Symbol Captions
Opaque Lilypad and Tinted Varnish
Benday Patterns
Optical Security Devices
Retailer Code Placement
Complex Overprints
Validation Security
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1. GAME DATA BOUNCE
We can “bounce” or “float” game data within the play area to complicate “pick‐out”
techniques. Game data can be bounced individually or as a block of data. Our computer‐
controlled imaging printer provides the capability of “floating” symbols in the play area, as
required. The unpredictable placement of this data within the play area from ticket to ticket
makes data tampering more difficult.

2. CUSTOM FONTS/SYMBOL CAPTIONS
All of our fonts are designed in‐house according to our customer's needs, and are created to
withstand alterations. The print resolution of our Kodak Versamark (Scitex) 3700 imager
enables fonts to be thinner, increasing legibility. Because the font design is more accurate,
the security against common alteration techniques is improved. This enhancement reduces
sensitivity of the variable imaged data to chemical liquid or vapors.
High‐resolution imagers increase the possibility and feasibility of using screen tints and
shading in variable data. This technique, known as font rasterization, results in a font that is
more graphically appealing to the player. The lines and shading that enhance the look of a
graphic design are possible in a rasterized font, with the dual benefit of enhanced data
security. A screen tint is very difficult to repair without leaving obvious evidence of a
compromise attempt. As well, the game data exhibits less sensitivity to the application of
various types of chemical liquids and vapors.
We include redundant captions under the play symbols, as approved by the customer, to
limit the ability to alter the play data. These captions are sufficiently different but
complementary to the play symbols they represent so as to avoid player confusion. These
symbols add another level of complexity to further limit ticket alteration attempts.

3. OPAQUE LILYPAD AND TINTED VARNISH
A Pollard Banknote innovation, our opaque lilypad system consists of multiple layers of
different inks, each designed to effectively counteract various forms of compromise attempts
(including optical and chemical methods) and provide an optimal surface for the application
of the variable game data.
The primary advantages of the opaque lilypad are:
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•

It is printed with water‐based resinous materials, as opposed to solvent‐based
materials, making the process more environmentally friendly (from both an
emissions and handling perspective).

•

In combination with the sealcoats and varnishes, which are applied after the data is
imaged, the resulting structure offers excellent security and adhesion
characteristics—with maximum resistance to accidental damage during the removal
of the scratch‐off layer.
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•

An increased level of security against ticket intrusion methods exists, through the
back of the ticket, using various chemistries. More tamper evidence results, due to
the security dyes incorporated into the opaque lilypad system.

•

An increased level of security against mechanical lifting of the scratch‐off layer also
results. Due to increased level of opacity in the lilypad, thinner scratch‐off layers can
be used.

•

Finally, an elevated level of security against symbol alteration is present. More
tamper evidence results, thanks to the security dyes incorporated into the opaque
lilypad system.

We commonly employ this opaque lilypad approach in combination with a security tint color
for card stock games.
Pollard Banknote provides a wide range of security tint colors, including:
•
•
•
•
•
•

Blue
Orange
Green
Grey
Yellow
Pink

For this tinting process, our facilities employ multi‐station flexographic printing units to
apply the protective material to regular card stock using flexoplates.
Pollard Banknote’s opaque lilypad material, which is applied beneath the imaged data,
boasts several layers of carbon black. Ticket construction also employs carbon black in the
scratch‐off layers above the data. The end result is that the variable game data is
sandwiched between layers of carbon black, providing opacity as well as absorption of
infrared light frequencies.
Ultimately, the application of a tinted sealant together with a clear varnish, over the game
play area, provides protection from infrared compromise from both above and below the
data. This makes data alteration more difficult to repair and easier to detect.
Additionally, we offer the security varnish (with fluorescent properties) that can detect
tampering when placed under a blacklight. This security feature is popular among lotteries
for its marketing and sales advantages because it continues to offer tamper detection while
minimizing distractions from the readability of the play data.

4. BENDAY PATTERNS
Benday patterns make cut and paste attempts readily visible.
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These patterns are designed to stop one‐eighth of an inch short of the edge of the play area,
exposing any cut lines used in cut and paste attempts.
All variable play data is printed over a benday security pattern to help identify attempts at
ticket alteration through cut and paste techniques. The pattern will be highly visible but will
not interfere with the reading of game play data.
Benday patterns are part of the design of the ticket and are printed at the same time as base
graphics. The number of unique benday patterns possible in a design depends on ticket size
and the number of tickets being printed across the web. As well, the color of the benday
should be tied into the design of the ticket. There are limited colors that are effective in the
function of the benday patterns. If none of those colors are present in the graphics design of
the ticket, it may be necessary to use a separate station to print the benday in the necessary
color. Additionally, with the selective floating of imaged data, the number of unique benday‐
to‐play data combinations can be dramatically increased.

5. OPTICAL SECURITY DEVICES
Several types of optical devices are available to prevent color photocopying. These devices
include special inks and designs that disappear when color‐copied, making counterfeit
tickets easy to identify.
For protection against color‐copy counterfeiting techniques, we can apply a small area of
clear reflective coat in a distinctive design in the graphic area of the ticket. This coat
produces a transparent design which can be readily detected by the retailer but is difficult to
reproduce with color‐copying equipment and difficult to recreate manually. For several of
our customers, we have designed tickets with clearcoat designs of their logo. Our clearcoat
designs may outline the game names or highlight any other graphic elements on the ticket.
The design selected should be complicated so it is difficult to reproduce, and it should also
be changed from game to game. More effectively, we can provide a tinted clearcoat over the
game play area in particular non‐primary colors which would become readily evident in
color‐copier attempts to reproduce tickets (due to the four‐color process used in these
copiers).

6. RETAILER CODE PLACEMENT
Random placement of this data over a number of different positions makes data tampering
more difficult.
Each ticket will bear a retailer code consisting of three alphanumeric characters (or another
agreed‐upon system) for use by retailers in verifying low‐tier prizes prior to payment. The
retailer code can spell out either all or a portion of the prize amount to be paid. This code is
printed within the game play data area of each ticket.
To prevent “micro‐surgery,” the placement of these validation letters will appear at random
in various possible locations in the game play data field under the covered portions of the
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ticket, as identified in the working papers for the game. The arrangement and selection of
validation letters is determined independently of the arrangement of game play data.
Retailers can validate low‐tier prizes by examining the validation letters floated randomly in
various positions within the game play area. The exact code must be present to identify a
ticket as a low‐tier winner. Specific characters used for low‐tier winners are restricted so
that they appear only on winning tickets in the game.
To protect against the improper payment of altered winning tickets, each ticket is printed
with a unique validation number. The validation number, which is variably imaged, can
appear in the play area or in a separate “VOID IF REMOVED” box, at the customer’s
discretion. Each option provides ample security to guard against anti‐alteration attempts.

7. COMPLEX OVERPRINTS
We can print complex overprints, which are difficult to alter and repair without obvious
signs of tampering. The use of color, graphics, and text in the overprint enhances the
security of the ticket. Overprints applied over the scratch‐off coating are clear, free of blurs,
uniform, and offer a clean edge to the perimeters—making the irregularities caused by lift‐
off or pick‐out attempts obvious.
The inks used in overprints frustrate compromise of the tickets by distorting when solvents
are used, making tampering evident. When invasion‐resistant features like these are
incorporated into the design of overprints, it becomes increasingly difficult to disguise
invasion attempts.

8. VALIDATION SECURITY
Our computer validation systems protect against counterfeiting by providing a one‐to‐one
correlation between the ticket validation number and the lottery game data. This ensures
absolute security against fraud, cut‐and‐paste techniques, and other ticket alteration
attempts.
Validation security begins with computer control of variable data. Computer control assures
proper randomization of data and accurate prize structures. We use computer‐controlled
imagers rather than impact printers. This allows for a wider selection of fonts, inclusion of
redundant captions, and the elimination of any “impressions” that may lead to ticket
compromise.
Files of winning validation numbers in scrambled form are supplied to the customer for each
game. These validation files identify winning tickets by validation number and prize amount.
No location information is supplied. Without the necessary computer files, nothing in the
validation number identifies a ticket as a winner or a loser. Randomization and validation
information is maintained in our secure data center. Both physical and computer anti‐
counterfeiting/validation protections are built into our computerized ticket manufacturing
system.
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Before manufacturing start‐up, we follow a number of ISO‐controlled procedures to ensure
product integrity at each stage. Our Design Review includes input from key personnel. A
game planner, a ticket security specialist, and a designer work closely with the marketing
representative assigned to the customer and with the customer’s personnel. The goal is to
design a ticket that is both marketable and meets or exceeds security requirements.
Use of quality materials and a secure method of construction make a ticket invasion
resistant. The ticket security specialist evaluates proposed overprint artwork, game play
mechanics, font styles, and data bounce or float against our internal security requirements.
Security requirements form a Customer Profile that details items such as special security
test procedures, game data bounce or float requirements, ticket distribution and validation
system, and any historical information on marketplace feedback.
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4. PLATE/CYLINDER SECURITY (REPRODUCTION, USE, REUSE, ETC.)
In‐house production is the first measure of verification and control for this critical stage of
production. Pollard Banknote possesses the equipment, the personnel, and the expertise to
accomplish all platemaking tasks, so we produce all plates for instant game production
within our own secure facilities. While we do not depend on any external supplier to provide
plates, we have plans in place for such a contingency.
For the Evaluation Committee’s understanding, we do not use plates to image game data.
The printing of this randomly generated game data, which of course could be used in an
effort to ascertain a ticket’s status as a winner or non‐winner if ever known, is done with
computer‐controlled Kodak Versamark (Scitex) imagers. This system applies ink directly
(with no use of plates) to specially treated areas of the stock.
A range of controls for security and quality, quite apart from plate production, govern this
process.
Plates for our offset lithographic presses, which are used for display printing, are created
on‐site at the facility where a game will be printed. All plates for our flexographic presses,
which we use for overprints, are produced in our Winnipeg facility. We transfer these
“flexo” plates securely, by courier, to Ypsilanti for games to be produced at the Michigan
operation. As a parcel, these plates are tracked en route and signed for on arrival, which
provides a record of receipt.
As a stage of quality control, our proofing departments scrutinize both the film used to
create plates, and the actual plates, before releasing them for use on the presses. Once
plates are on their press cylinders, visual inspections of printed output at the start of the
press run confirm that the plates will provide superior reproduction of display art and
overprints.
Neither offset plates nor flexo plates are reused once a press run is complete. Offset press
plates, which are made of aluminum, are removed from the press and discarded into an
adjacent bin for recycling. In Ypsilanti, Safety‐Kleen Systems, a well‐established provider of
environmental and waste management services, provides Pollard Banknote with recycling
service.
Flexographic plates are made of a soft, flexible, UV‐sensitive photopolymer material that is
damaged upon removal from the cylinder after a press run. These plates are discarded into
an adjacent bin for shredding. Our facilities include industrial shredding equipment, which
shred this and other material into a residual mass small enough to render impossible any
potential security concerns.
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Above all, plate production, reproduction, use, reuse, quality control, and disposal are
conducted within the framework of our comprehensive security program. This includes
access control, monitoring, human intervention, and other measures to ensure that all
activities are appropriately recorded and controlled.
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5. SECURITY BREACH NOTIFICATION
Pollard Banknote strives to incorporate a client’s preferences for security‐related
communication whenever possible. As detailed within this section of the RFP, Pollard
Banknote can certainly accommodate notification procedures satisfying the New York
Lottery’s expectations.
Our security officers carry two‐way radios and/or cell phones at all times. If a security
breach occurs, the officer on duty follows procedures defined in the Security Manual and (if
necessary) initiates immediate contact with our Director, Corporate Security (Eric Hrycyk).
If security personnel determine the breach could impact a client, the Director speaks to the
designated marketing/service representative(s) within our company assigned to the
customer.
As stipulated, and subsequent to the award of the contract, Pollard Banknote will notify the
Director of the Lottery—or in his absence the Lottery’s Chief Operating Officer—of any
potential for breaches in product security within 24 hours by telephone to be followed up in
writing within seven (7) days.
We acknowledge that failure to notify within this timeframe may result in termination of the
game and forfeiture by Pollard Banknote of payment for unsold tickets.
Finally, we affirm our understanding that we will have 30 days from the date of initial
notification to the Lottery to correct any security problem. We realize that failure to correct
deficiencies may result in cancellation of the contract.
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6. STORAGE CONCERNS ADDRESSED
STORAGE OF TICKETS IN PRODUCTION
As a security printer since 1974, Pollard Banknote has more than three decades of
experience in assuring the integrity of our processes.
Internal security of the rolls of tickets is assured from the start of production until
completion. We have developed demanding guidelines to protect ticket rolls between
production stages. Security is especially critical after the game data has been imaged on the
tickets and before the play areas are covered with latex.
We enforce stringent security procedures for each game we produce. We have designated,
secure storage areas for rolls of tickets that are between stages of our production process.
Ticket stock with “live” (or actual) game data is covered with multiple layers of voided ticket
stock, ensuring that no live tickets are visible. These rolls are then moved to a locked,
restricted‐access, caged area adjacent to the secured, variable data imaging section where
they are stored until the scratch‐off material and overprints are applied.

POST‐PRODUCTION STORAGE
The New York Lottery can be confident that Pollard Banknote is sympathetic to any and all
concerns regarding the storage of finished tickets awaiting delivery to the designated
warehouse. Rest assured, all finished tickets are stored in fully secure, restricted‐access
areas of our production facilities.
Also of note, Pollard Banknote’s aggregate storage capacity at its two instant ticket
manufacturing plants exceeds 120 million ESS tickets. This scenario gives us complete
confidence in asserting that the Lottery will always be able to count on Pollard Banknote to
manage any storage‐related issues that might arise.
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7. DISASTER RECOVERY PLAN
Pollard Banknote understands that the continuity of the
Lottery’s instant ticket business is vitally dependent on game
design operations, facilities, and printing plants. As such, we
commit to operating under a Lottery‐approved recovery plan.
At a minimum, Pollard Banknote’s Disaster Recovery Plan
typically incorporates the following topics:
• Business impact analysis
• Risk, threat, and vulnerability analysis
• Recovery strategy
• Emergency response
• Plan activation
• Recovery operations
• Plan validation, testing, and maintenance

The presence of Pollard
Banknote’s backup
plant means we are
always positioned to
satisfy the Lottery’s
production
requirements.

On the ensuing pages, we present an outline of our approach to disaster recovery. Therein,
we address how the infrastructure to produce and deliver New York Lottery instant tickets
will be protected.
Starting on the next page, we offer an overview of our disaster recovery methodology in a
subordinate narrative called Ensuring Production in Any Circumstance, which collectively
explains our backup capability should our primary facility be disrupted for any reason.
As an addendum to this explanation, we’ve included a sample version of our Disaster
Recovery Plan in Appendix B: Disaster Recovery Plan, which more thoroughly details our
sensitivity regarding the critical issue of making sure no service disruptions negatively
impact the New York Lottery. We will, of course, customize this document in order to more
thoroughly address the Lottery’s various stipulations noted herein.
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ENSURING PRODUCTION IN ANY CIRCUMSTANCE
Pollard Banknote is capable of manufacturing the New York Lottery’s tickets at our facilities
in Ypsilanti and Winnipeg. As such, given the two full‐production facilities we currently
operate, we will always have one plant available to serve in a backup capacity if the
designated primary facility is disrupted for any reason. In the New York Lottery’s case, of
course, our Ypsilanti facility will serve as primary plant, with Winnipeg being the backup
option.
The presence of Pollard Banknote’s backup plant means we will never be in a position of
failing to meet the production requirements of the New York Lottery. If a full‐scale disaster
occurs at one of our two facilities, Pollard Banknote can most assuredly accommodate that
plant’s production run at our other site until the affected facility is once again operational.
Ultimately, the point we’re trying to make here is a simple one: Pollard Banknote can easily
accommodate the Lottery’s ticket quantity requirements, and we can continue to do so even
if one facility is rendered utterly inoperable for an extended period. And although we’re
sufficiently equipped to mitigate this kind of disaster, never in our history have we been
forced to play this trump card.

Disaster Recovery Specifics
In the event of a comparatively minor unforeseen incident—for example, a press
breakdown—we affirm that tickets would be delivered according to the original schedule
agreed to by Pollard Banknote and the Lottery in the executed working papers. Our backup
system provides the flexibility to ensure this. In this case, the steps are simple: the
corporate scheduler would reschedule presses in our other facility to maintain shipping
dates. If Pollard Banknote required additional time to complete production, we would ship
tickets by air to accelerate the delivery.
In the event of a software disaster, Pollard Banknote is able to
provide a duplicate copy for all required software within a 24‐
hour period. Alternately, we could produce imager files ready
for imaging within the same timeframe. All data files and
software programs/components are backed‐up and sent to an
off‐site storage facility on a weekly basis. We have two sites
with similar computer equipment for data generation and
imaging that can produce tickets within a short timeframe.

In the event of a
software disaster, we
can provide a duplicate
copy within 24 hours.

Pollard Banknote also receives backup services from the following raw material suppliers:

Paper
Cascades Fine Papers Group
International Paper
Mead Westvaco
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Thunder Bay, ON, Canada
Riegelwood, NC
Evadale, TX
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Foil/Holographic
Hazen Paper Company
Unifoil

Holyoke, MA
Passaic, NJ

Ink
Flint Ink
Sun Chemical
Craig Adhesives & Coatings
Scitex Digital Printing

Various locations (U.S. & Canada)
Various locations (U.S. & Canada)
Newark, NJ
Dayton, OH

Pouching
Alcan Packaging
Winpak Technologies
Flexible Packaging
Sonoco
Color Ad Packaging

Toronto, ON, Canada
Toronto, ON, Canada
Toronto, ON, Canada
Winnipeg, MB, Canada
Winnipeg, MB, Canada

Major Disaster Backup Methodology
In the event of a full‐scale disaster at either of our facilities, the remaining manufacturing
facilities are fully capable of handling the work. These facilities operate with similar
production processes and could, within seven days, resume production of the Lottery’s
tickets. There would be no timeline or other modification required to the original game
specifications to resume production of the game following the initial seven‐day delay.

To ensure orderly resumption of production in the event of a disaster, our company
maintains and regularly updates a Disaster Recovery Plan for each of our facilities. The plan
is designed to cover contingencies that may require use of an alternative site. The plan is
maintained and updated on a continuing basis, reflecting all organizational and procedural
changes that may occur within the operations of Pollard Banknote.
Each plan assumes a worst‐case, total‐facility disaster, thus also providing for recovery from
less severe circumstances. However, the assessment of threats and the risk associated with
vulnerability to such threats provides for identification of hazards in terms of potential for
occurrence and severity of impact. Emphasis has been placed on preparation for those
hazards of greatest potential and consequence and identification of the most critical risks
that could cause an interruption of the company’s operations for a period greater than 24
hours.
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Assumptions
This plan has been developed and is maintained on the basis of the following assumptions:
•

A complete interruption of any manufacturing facility has occurred, and there is no
access to the facilities, equipment, or data required for business resumption.
Recovery from anything less than complete interruption will be achieved by using
appropriate portions of this plan.

•

Where personnel become unavailable as a result of a disaster, sufficient staff with
adequate knowledge will be made available from Pollard Banknote’s inter‐
organizational counterparts to implement recovery, depending on the nature of the
disaster and its geographic location.

•

If it is determined that the interruption will exceed 30 days, all functions at the
initial alternate site will develop additional plans to regain full function and use all
employees as soon as is practical.

In the event of a disaster, this plan is designed to recover critical business functions by
resuming business operations at pre‐selected alternative sites. The sites used are located in
or outside the immediate area, depending on whether the interruption is classified as local
or regional. These sites will accommodate the needs of disaster management and critical
business function operations. Required space and equipment is available as needed.
Pre‐designated employees that serve as Disaster Recovery Plan contacts will conduct
disaster management at the alternative site. All decisions and communications will come
from these contacts, site‐specific designates, and Pollard Banknote’s executive management
(where applicable).
Business functions will operate at the alternative sites on a critical‐need basis. Departments
will perform critical operations through the implementation of pre‐arranged, off‐site
procedures or through existing alternative facilities reserved specifically for their function
(where possible).
All vital records, data, and files required to implement recovery of critical functions are
backed up off‐site on a regular basis.
These items stored off‐site are the resources available for executing the recovery.
Operation of critical business functions at the alternative site will be closely monitored, and
personnel will be applied to meeting critical needs first over the interruption period. In the
event of an extended interruption period, additional personnel will be brought into the
original alternative site to ensure business resumption is efficiently maintained.
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Please recall: as noted at the beginning of this section, the specifics of Pollard Banknote’s
recovery plan can be found in a sample (but fully customizable) document provided within
Appendix B.
We urge the Evaluation Committee to review this contribution to garner a full appreciation
of how seriously Pollard Banknote would take any disruption of service—major or minor—
that might occur throughout the duration of our partnership.

RFP No.: C110001

Security Plan

579

Security Plan…

SECURITY
1. Each of our employees—in every branch, department, and job capacity—is
thoroughly screened and trained to make security a #1 priority.
2. Our status as a high‐security printer since 1974, and a lottery printer since the
mid‐1980s, means the New York Lottery can rest assured that we will take
every possible security measure to safeguard its games.
3. Access to all our premises is tightly controlled: employees’ pass cards only
allow access to sections of the building directly relevant to their work.
4. Our security staff collectively has over a century of experience in law
enforcement and security.
5. Security protocols for programming, data, algorithms, ticket ordering, and
prize distribution work in concert to defeat compromise attempts.
6. Our laboratories and our printing methods ensure tickets cannot be
counterfeited or altered.
7. Our storage, delivery, and end‐user procedures prevent theft or alteration of
tickets throughout the ticket’s entire supply chain.
8. In the event of an unforeseen disruption or disaster at the designated primary
facility, our second full‐service production plant will serve as a backup until
normal operations resume.
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4.9 PRICING PROPOSAL
For complete details regarding Pollard Banknote’s cost structure, we invite the Evaluation
Committee to scrutinize the separate binder entitled Volume II – Pricing Proposal
accompanying our submission.
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4.10 COMPLIANCE WITH REQUIREMENTS
Pollard Banknote understands, accepts, and will comply with the requirements outlined in
the RFP.
With respect to the submission of completed forms, we invite the Evaluation Committee to
refer to a subsequent, separately tabbed section of our Technical Proposal—entitled 8.
Certificates and Representations—which houses the mandatory documentation alluded to
here.
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4.11 ADDITIONAL INFORMATION AND COMMENTS
Pollard Banknote will ensure that the following resources and strengths will be at the New
York Lottery’s disposal throughout our assuredly successful association:
Innovation – Pollard Banknote is an industry leader in instant ticket innovation. We truly
believe innovation is critical across all areas and at every level of our company.
Furthermore, all of our innovations must translate into tangible value for our customers in
order to be implemented. The New York Lottery will surely benefit from Pollard Banknote’s
innovations via our Scratch FX ® products and our Fusion ® games portfolio, for example. Rest
assured, we are committed to focusing on innovation in every aspect of our partnership
throughout the contract term.
Marketing Expertise – Pollard Banknote harbors an intimate knowledge and understanding
of the attributes, likes, and dislikes of instant game players. Lori Denton, Senior Marketing
Manager (U.S.), has been tasked with spearheading our New York efforts on the marketing
front. Lori and her talented team—most notably assisted by Dione Farmer‐Anderson,
Account Executive—will leverage this deep‐rooted understanding to put forward games
boasting the specific features we’re certain will prove successful.
Market Research Expertise – Our proposal comes complete with an outline of our market
research capabilities and a detailed research strategy and plan tailored to the New York
Lottery’s market. Leveraging this market research expertise will be critical in achieving our
seven‐year sales vision for the Lottery.
Retail Expertise – As the instant ticket market matures within many jurisdictions, sound
retail strategy and execution are imperative in maximizing sales growth. At Pollard
Banknote, we have substantial experience in guiding and assisting lotteries anxious to
optimize their retail channels. Leveraging our market research expertise in qualitative retail
channel studies and geo‐demographic analyses, we ensure that retailer density and market
coverage are idealized. Furthermore, our merchandizing expertise means that—once the
network reaches an optimal level—sales are maximized for each and every location.
Promotional Expertise –Pollard Banknote’s Licensed Products department prides itself on
orchestrating innovative and intricate promotional strategies featuring flawless
implementation. A fully integrated, multifaceted program is essential in maximizing sales.
Advertising, event and retailer promotions, retailer incentives, and player involvement must
all seamlessly coalesce into an engaging endgame. Coupling these essentials with creative
execution will ultimately deliver market excitement and superior sales results.
Quality and Security – Pollard Banknote prints over 1,000 different games annually, all of
which pass internal and external laboratory testing. Our comprehensive in‐house security
program protects all aspects of our operations and products. Strict separation of duties,
systematic preparation of game data, and rigorous auditing processes ensure the greatest
possible integrity across our entire operation—and in our end products.
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Financial Stability – With one of the strongest balance sheets of any instant ticket supplier,
Pollard Banknote has the financial stability to ensure an uninterrupted product supply over
the life of the contract. Our compound annual growth rate (CAGR) of 15.5% over the past 23
years provides us with the resources necessary to fund continued growth for us and for our
customers.
Capacity – As evidence of our commitment to growth and of our financial strength, Pollard
Banknote has recently opened an additional 140,000 square foot production facility—at a
cost of CAD$20 million—which increases our aggregate production capacity by over 30% to
approximately 18 billion ESS tickets annually. This strategic investment guarantees our
ability to continue delivering high quality, high volume orders to all of our valuable clients.
As well, Pollard Banknote has made over CAD$21 million in investments in our Ypsilanti
facility alone since 1996. At present, we’re diligently evaluating several additional initiatives
designed to maximize production capacity and efficiency at this facility.
Environmental Stewardship – As a forward‐looking company, Pollard Banknote is now ISO
14001:2004 certified. We are committed to identifying and implementing ways to reduce
and offset the impact of our business on our environment. Partnering with Pollard Banknote,
the New York Lottery can be confident it has aligned with a Vendor operating under the
same ideals.
Corporate Social Responsibility – If those we deal with are a reflection on who we are,
Pollard Banknote couldn’t be more proud to enlist the New York Lottery as our primary
client once again. Both entities operate with similar sets of values and a commitment to
investing in our communities. These common ideals make a strong foundation for a
relationship that will not only achieve commercial success but societal successes as well.

Combined, these benchmarks of success will give the New York Lottery and Pollard
Banknote everything necessary to maximize sales growth and generate the most funding for
State‐supported programs.
For more detailed information on the items briefly noted above, we invite the Evaluation
Committee to most especially consider our previous responses to 4.6 Research and
Development and 4.7 Ticket Production and Distribution. Within those critical sections,
our comprehensive commitment to the New York Lottery—both in terms of human and
technical resources—is carefully delineated.
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APPENDIX A: PRODUCTION PROCESS
As indicated within our response to 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared confidential the following extended production process narrative.
The specific statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The extended production process narrative presented on the ensuing pages constitutes
Pollard Banknote trade secrets used to further a business advantage over competitors who
do not know or use it, and the disclosure of which would injure Pollard Banknote in the
marketplace.
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APPENDIX B: DISASTER RECOVERY PLAN
As indicated within our response to 7. Trade Secrets or Competitive Information, Pollard
Banknote has declared confidential the following sample disaster recovery plan. The specific
statutory basis for our claim is offered below.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
Supplemental Rationale:
The sample disaster recovery plan presented on the ensuing pages constitutes Pollard
Banknote trade secrets used to further a business advantage over competitors who do not
know or use it, and the disclosure of which would injure Pollard Banknote in the
marketplace.
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Disaster Recovery Plan
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APPENDIX C: FINANCIALS
As indicated within our response to 4.2 Financial Viability, Pollard Banknote has hereafter
presented financial data for FY 2008, FY 2009, and FY 2010.
To this end, Pollard Banknote has provided our complete annual reports for two of the three
previous fiscal years (FY 2008 and FY 2009). For FY 2010, we have provided official
documentation that discloses financial issues summing up our most recent fiscal year.
Within this FY 2010‐specific document, we provide the following three items:
1. Management’s Discussion and Analysis (MD&A)
2. Financial audit performed by KPMG
3. Assorted financial disclosures
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LETTER TO UNITHOLDERS
2008 was an exciting year for Pollard Banknote as we laid the foundation for significant growth
in the upcoming years. Our production, sales and distributable cash increased significantly from last
year and, although still falling slightly short from our targets, we continue to be optimistic about the
future of our organization and the markets we serve.
Many organizations suffered significant setbacks during the latter half of the year due to unprecedented
economic upheaval, dramatically altered consumer confidence and staggering volatility in the financial
markets. Despite these challenges, demand for our product was very strong and the instant ticket lottery
product line continues to grow.
Limitations on our capacity during the year restricted our potential to achieve greater sales. During 2008
we focused significant resources on establishing our new press line which will provide increased capacity,
increased flexibility and ultimately decreased costs. Preliminary production began on this press at the end
of 2008 and 2009 will see the results of this investment begin to be realized.
We are very positive about the future of the lottery market and Pollard’s expanding role serving lottery
customers throughout the world.

Sales
During the year ended December 31, 2008, our sales exceeded $177 million. Instant ticket volume
compared to 2007 was approximately 11.6% higher. Volumes were higher across many existing
customers as well as increasing due to new customers.
Year over year the Canadian dollar was slightly stronger versus the U.S. dollar, which slightly
offset the volume growth compared to 2007. However, the dramatic weakening of the Canadian dollar
relative to the U.S. dollar towards the end of 2008, assuming it continues, will be very positive in the
longer term due to our net exposure to U.S. dollar denominated cash inflows.
A number of important customer contracts were renewed during the past year including those with
the lotteries of Kansas, Michigan and British Columbia. In addition, all of our customers with contract
extension options exercised these options to extend including the lotteries of Indiana, Iowa, France, Taiwan,
Minnesota, Massachusetts, Oregon, Wisconsin and Western Canada Lottery Corporation. The National
Lotteries of Denmark and Singapore were new customer contracts which started during the year.

Operations
Overall production volumes exceeded those of 2007 by a substantial margin. A number of manufacturing
initiatives were in development throughout the year to improve our efficiency and provide greater
flexibility in managing our production. Chief among these was the installation and development of our
new “all-in-line” press. This was a major undertaking and the completion of the installation and testing
phase has positioned us very positively to benefit by this increased capacity and improved cost structure
in 2009 and beyond.
In conjunction with the development of our new press, a new leased facility was occupied in the latter
part of 2008. This facility provides a state of the art environment for the new press and will ultimately
allow us to consolidate all of our Winnipeg operations into one building.
Our Sault Ste. Marie, Ontario facility completed its first year of operation and continues to meet
or exceed all of our expectations.
We increased the flexibility and strength of our capital structure through expanded debt facilities
and the sale of two of our operating properties. We currently retain ownership of five of our operating
facilities, providing for additional flexibility for the future.
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Letter to Unitholders (CONTINUED)

While we have locked in a substantial portion of our net U.S. dollar cash inflow to fixed exchange rates
until September 2010, incremental growth in U.S. sales will benefit immediately from the weaker
Canadian dollar. Once the final hedges are complete in Q3 2010, an ongoing weaker Canadian dollar
would result in much higher net cash inflows than realized in 2008.

Distributable Cash
During the year ended December 31, 2008, we generated $21.5 million in distributable cash or $0.9129
per unit. This result fell short of our target of $0.9504 established for the year. Pollard Holdings Limited
Partnership declared and made cash distributions of $22.4 million during the year – a payout ratio
of 104%. Since going public on August 5, 2005, our cumulative payout ratio is also 104%, with total
distributions paid to unitholders of more than $76 million.

Outlook for 2009
Demand for our products remains strong and we believe this will provide a very positive environment for
growing our sales. The lottery industry continues to show healthy growth in 2009, particularly in the instant
ticket product line.
Variations in demand from quarter to quarter will exist due in part to the nature of the industry and
in the first quarter of 2009 we expect to see lower volumes than anticipated for the rest of the year.
Our new press line will be coming fully to capacity during 2009 and this will be the corner stone of our
expansion and profit plans for this year and the future.
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The legislation supporting the Tax Fairness Plan was passed in 2007 and draft legislation allowing for
tax efficient conversions to corporate status was introduced in 2008. Pollard Banknote Income Fund
will be subject to taxation beginning January 1, 2011. We are monitoring developments of the draft
legislation and when further detailed regulations are confirmed as it relates to a tax efficient process
to revert to a corporate structure we will finalize and communicate our strategy.
The Honourable Gary Filmon, Trustee of the Fund and Director of the General Partner of the operating
business since we became public, resigned from the organization at the end of 2008 due to time constraints.
We would like to take this opportunity to thank Gary for his counsel and support over these past 3 ½ years.
We welcome our newest Trustee and Director, Garry Leach, who was appointed on March 3rd 2009.
We look forward to benefitting from his extensive business and manufacturing experience.
At a time when many organizations are shrinking or struggling we are very pleased to be in a position
to be expanding to take advantage of the opportunities currently presented to us. We are very focused
on building the appropriate platform to allow for significant growth in the upcoming years.
Key participants in helping us reach these goals include our employees: over 1,300 dedicated individuals
who provide the energy and creativity that fuels our development; our customers: over 45 lotteries
and hundreds of charitable gaming distributors whose passion for our products drive us to new
achievements; our suppliers: dozens of key entities that meet our stringent requirements to produce
the best products and services; and our unitholders: many hundreds of individuals and institutions
who invest their financial resources and their support to help us achieve our objectives. To these many
individuals and organizations, we thank you.

Gordon Pollard

John Pollard

CO -CH I E F E X E C UTI V E O FFI C E R

C O-C HIE F E XE C UTIV E OF F IC E R

POLLARD BANKNOTE INCOME FUND

Trustees of Pollard Banknote Income Fund
Directors of Pollard Banknote Limited

Lawrence Pollard
CHAIRMAN, DIRECTOR

Lawrence Pollard joined Pollard Banknote in 1947 and served as President of the company from 1960
until 1997. Mr. Pollard has served on the board of directors of a number of public and private companies.
Currently Mr. Pollard serves on the board of directors of Gendis Inc., a public company, and several
non-profit organizations. He has served as president of the Winnipeg Chamber of Commerce and was
named Manitoba’s Entrepreneur of the Year in 1991.

Del Crewson
TRUSTEE AND DIRECTOR

Del Crewson is a former senior partner and Vice-Chair of Deloitte & Touche LLP. He is a member
of the Institute of Chartered Accountants of Manitoba and has been elected a “Fellow” of the
Institute. Mr. Crewson serves on the Board of Directors of The Wawanesa Mutual Insurance
Company, the Board of Trustees of Artis REIT, and is a member of and on the Advisory Board
of the Manitoba Chapter of the Institute of Corporate Directors. He is the past President of the
Institute of Chartered Accountants of Manitoba and is a former Canadian Institute of Chartered
Accountants Board and Executive Committee member.
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Garry Leach
TRUSTEE AND DIRECTOR

Garry Leach is the CEO of Belcher Island Smelting & Refining Corp. (an investment corporation).
From 1988 to 2004, Mr. Leach was President and CEO of Gerdau MRM Steel (Manitoba Rolling
Mills) and its predecessors. Mr. Leach serves on the Board of Directors of Manitoba Hydro and GLM
Industries. Mr. Leach has previously served on the Board of Directors for Gerdau Ameristeel (TSX,
NYSE), the Canadian Steel Producers Association, (Ottawa), the Steel Manufacturers Association,
(Washington), as well as the Business Council of Manitoba. Mr. Leach also served as Regent for
the University of Winnipeg.

Jerry Gray
TRUSTEE AND DIRECTOR

Jerry Gray is Dean Emeritus of the I. H. Asper School of Business at the University of Manitoba
where he also held the CA Manitoba Endowed Chair in Business Leadership. Dr. Gray is a Director
of Gendis Inc. and CentreVenture, Inc. and a Council Member of the Institute of Chartered
Accountants of Manitoba. He has consulted with many major corporations in the United States and
Canada in the areas of motivation, organizational design, manpower planning, managing change,
management development, incentive system design, customer service and strategic planning.
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Trustees of Pollard Banknote Income Fund
Directors of Pollard Banknote Limited (CONTINUED)

Douglas Pollard
DIRECTOR

Douglas Pollard is Vice President, Lottery Management Services of Pollard Banknote. In 1997 he joined
Pollard Banknote and from 1997 to 1999 he was a director and the General Manager of Imprimerie
Spéciale de Banque, a subsidiary of Pollard Banknote based in Paris, France. Prior to 1997 Mr. Pollard
was a Senior Consultant with PricewaterhouseCoopers. Mr. Pollard has an M.B.A. from The Richard
Ivey School of Business at the University of Western Ontario and a B.A. from the University of Manitoba.

Gordon Pollard
DIRECTOR

Gordon Pollard is Co-Chief Executive Officer of Pollard Banknote. He joined the company in 1989
as Vice President, Marketing and became Co-Chief Executive Officer in 1997. Prior to 1989,
he practiced law with a major Manitoba law firm specializing in corporate and securities law.
Mr. Pollard has an LL.B. from the University of Manitoba and a B.A. from the University of Winnipeg.

John Pollard
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DIRECTOR

John Pollard is Co-Chief Executive Officer of Pollard Banknote. He joined the company in 1986
as Vice President, Finance and became Co-Chief Executive Officer in 1997. Prior to 1986, he was
an associate with the accounting firm Deloitte & Touche LLP. Mr. Pollard has a B. Comm from the
University of Manitoba and is a former member of the Institute of Chartered Accountants of Manitoba.
Mr. Pollard is also a director of Winpak Ltd.

POLLARD BANKNOTE INCOME FUND

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

This management’s discussion and analysis
(“MD&A”) of Pollard Banknote Income Fund
(the “Fund”) and Pollard Holdings Limited
Partnership (“Pollard LP,” “Pollard Banknote”)
for the year ended December 31, 2008, is
prepared as at March 4, 2009, and should be
read in conjunction with the accompanying
financial statements of the Fund and Pollard LP
and the notes therein as at December 31, 2008.
Results are reported in Canadian dollars and
have been prepared in accordance with Canadian
generally accepted accounting principles
(“Canadian GAAP”).

Forward-Looking Statements
Certain statements in this report may constitute
“forward-looking” statements which involve
known and unknown risks, uncertainties and
other factors which may cause actual results,
performance or achievements to be materially
different from any future results, performance
or achievements expressed or implied by such
forward looking statements. When used in this
document, such statements include such words as
“may,” “will,” “expect,” “believe,” “plan” and other
similar terminology. These statements reflect
management’s current expectations regarding
future events and operating performance and
speak only as of the date of this document.
There should not be an expectation that such
information will in all circumstances be updated,
supplemented or revised whether as a result of
new information, changing circumstances, future
events or otherwise.

Use of Non-GAAP Financial Measures
Reference to “EBITDA” is to earnings before
interest, taxes, amortization, unrealized
foreign exchange gains and losses, mark-tomarket gains and losses on foreign currency
contracts and long-term incentive plan expense.
Reference to “Adjusted EBITDA” is to EBITDA
adjusted for certain non-recurring items,
principally discretionary historical management
bonuses. Reference to “Adjusted Distributable
Cash” is to cash available for distribution to
Unitholders calculated as cash flow from

operations, before changes in non-cash working
capital, less maintenance capital expenditures.
Management views Adjusted Distributable Cash
as an operating performance measure, as it is
a measure generally used by Canadian income
funds as an indicator of financial performance.
Adjusted Distributable Cash is important as it
summarizes the funds available for distribution
to Unitholders. As the Fund and Pollard LP
will distribute substantially all of its cash on an
ongoing basis and since EBITDA and Adjusted
Distributable Cash are metrics used by many
investors to compare issuers on the basis of
the ability to generate cash from operations,
management believes that, in addition to Net
Income, EBITDA and Adjusted Distributable Cash
are useful supplementary measures.
EBITDA, Adjusted EBITDA, Adjusted
Distributable Cash, Maintenance Capital
Expenditures and Growth Capital Expenditures
are not measures recognized under GAAP and
do not have standardized meanings prescribed
by GAAP. Therefore, these measures may not
be comparable to similar measures presented
by other entities. Investors are cautioned that
EBITDA and Adjusted EBITDA should not be
construed as an alternative to Net Income or
Loss determined in accordance with GAAP
as indicators of the Fund’s and Pollard LP’s
performance or to cash flows from operating,
investing and financing activities as measures
of liquidity and cash flows.
On July 6, 2007, the Canadian Securities
Administrators issued a replacement of National
Policy 41-201, “Income Trusts and Other Direct
Offerings”, which includes disclosure guidance
for income trusts. In addition, the Canadian
Institute of Chartered Accountants (“CICA”)
issued an interpretive release on Management’s
Discussion and Analysis Guidance on Preparation
and Disclosure entitled “Standardized
Distributable Cash in Income Trusts and Other
Flow-Through Entities”. The CICA’s interpretive
release outlines two defined terms: Standardized
Distributable Cash and Adjusted Distribution
Base. Standardized Distributable Cash calculates
Distributable Cash as cash provided by operating

ANNUAL REPORT 2008

pg

5

Management’s Discussion and Analysis
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activities (including the impact of the change
in non-cash working capital) less total capital
expenditures. When entity-specific adjustments
are made that are outside the definition of
Standardized Distributable Cash, then the
adjusted amount is reported as the Adjusted
Distribution Base.
Management’s definition of Adjusted
Distributable Cash is consistent with the CICA
definition of Adjusted Distribution Base. We have
provided the information outlined by the CSA and
CICA based on management’s interpretations
regarding the suggested disclosure. For a
reconciliation of Adjusted Distributable Cash to
Standardized Distributable Cash see “Adjusted
Distributable Cash”.
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POLLARD BANKNOTE INCOME FUND

Basis of Presentation
The results of operations in the following
discussions encompass the consolidated results
of the Fund and Pollard LP for the year ended
December 31, 2008. All figures are in millions
except for unit amounts.
The Fund does not consolidate the results of
the operations of Pollard LP. As a result, the
audited financial statements with accompanying
notes therein have been presented for both the
Fund and Pollard LP. In addition, the following
management’s discussion and analysis presents
a discussion of the financial condition and results
of operations for both the Fund and Pollard LP.

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Pollard Banknote Income Fund
Formation of the Fund

Tax Fairness Plan

Pollard Banknote Income Fund (the “Fund”)
is an unincorporated, open-ended, limited purpose
trust established under the laws of the Province
of Ontario by a Declaration of Trust dated June 29,
2005. It is intended that the Fund will qualify as a
“mutual fund trust” for the purposes of the Income
Tax Act (Canada) and was established to acquire
and hold indirectly an investment in Pollard
Holdings Limited Partnership (“Pollard LP”).

The legislation relating to the Tax Fairness
Plan was passed into law during the second
quarter of 2007. On July 14, 2008, the Federal
Government announced draft regulations to
allow income funds to convert to a corporation
without generating a taxable event for
Unitholders. The Fund will continue to monitor
developments in the legislative framework
relating to tax efficient means to revert to
corporate status. Once the legislation is passed
into law the Fund will develop specific strategic
responses at that time. The introduction of
additional taxation under this legislation is
not expected to apply to the Pollard Banknote
Income Fund until 2011.

Results of Operations
The Fund had a loss of $3.8 million from its
investment in Pollard LP for the year ended
December 31, 2008, compared to net income
of $4.7 million in the year ended December 31,
2007. The Fund’s net income (loss) is limited to
its proportionate share of net income (loss) of
Pollard LP, less the amortization of the excess
of the purchase price of its investment in Pollard
LP over the underlying assets acquired and less
the administrative expenses incurred by the Fund
plus the impact of future income tax reductions.
The Fund recorded amortization related to the
purchase price adjustment of $1.8 million (2007
- $1.8 million) and administrative expenses of
$0.2 million (2007 - $0.2 million). The Fund is
entirely dependent on distributions from Pollard
LP to make its own distributions. During the year
ended December 31, 2008, the Fund received a
total of $6.2 million in distributions from Pollard
LP compared to $6.2 million in the year ended
December 31, 2007.
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The Fund incurred a loss for the year ended
December 31, 2008, primarily as a result of a
non-cash mark-to-market write-down in the
foreign currency forward contracts by Pollard
LP due to the weakening of the Canadian dollar
relative to the U.S. dollar in the last half of the year.
As at December 31, 2008, the Fund had total
assets of $47.0 million. Its largest single asset
is its investment in Pollard LP. The Fund
had no long-term financial liabilities as at
December 31, 2008.
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Distributions
During 2008 the Fund declared the following distributions:
D ATE DECL ARED

M ONT H

DA T E O F R E CO R D

P A YM E NT DA T E

A M O U NT P E R U NI T

January 9

January

January 31

February 15

$0.0792

February 8

February

February 29

March 17

$0.0792

March 5

March

March 31

April 15

$0.0792

April 9

April

April 30

May 15

$0.0792

May 7

May

May 30

June 16

$0.0792

June 11

June

June 30

July 15

$0.0792

July 9

July

July 31

August 15

$0.0792

August 6

August

August 29

September 15

$0.0792

September 10

September

September 30

October 15

$0.0792

October 8

October

October 31

November 17

$0.0792

November 5

November

November 28

December 15

$0.0792

December 10

December

December 31

January 15, 2009

$0.0792

Total				

$0.9504

Tax Treatment of Distributions
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The tax treatment of the 2008 distributions has been determined as follows:
TOTAL DISTRIBUTION FOR 2008 PER UNIT

$0.9504

T3 B OX

DESCRIPT ION 			

49

Actual Amounts of Eligible Dividends

24

Foreign Business Income

25

Foreign Non-Business Income

26

Other Taxable Income

42

Return of Capital		

28.5%

$0.2708

		

16.3%

$0.1547

0.5%

$0.0046

4.7%

$0.0447

50.0%

$0.4756

		

Income Taxes
The Fund is a mutual fund trust for income tax
purposes. As such, the Fund is only taxable
on any amount not allocated to Unitholders.
The Fund intends to continue to meet the
requirements under the Income Tax Act and
there is no indication that the Fund will fail
to meet those requirements.

POLLARD BANKNOTE INCOME FUND

A M O U NT

$0.9504

As the Tax Fairness Plan legislation is now
enacted, the Fund is required to recognize
future income tax assets and liabilities with
respect to temporary differences between the
carrying amount and tax basis of its assets
and liabilities that are expected to reverse in
or after 2011. The Fund does not expect the
temporary difference between the carrying
amount and tax basis of the investment in
Pollard LP to reverse in the foreseeable future
and accordingly has reduced the asset by
a valuation allowance for the full amount.

Units

Net Income (Loss) per Unit

As at December 31, 2007, December 31, 2008,
and March 4, 2009, the Fund had 6,285,700 Units
issued and outstanding. In addition, the Fund had
issued and outstanding 17,257,458 Special Voting
Units owned entirely by Pollard Equities Limited
(“Equities”) (formerly Pollard Amalco Inc.).
These Special Voting Units are used solely for
providing voting rights to the holders of the Class
B and Class C LP Units of Pollard LP and are
not transferable separately from the Class B LP
and Class C LP Units. Special Voting Units do not
entitle the holder to any rights with respect to the
Fund’s property, distributions or income. Equities
also owns 47,700 Units purchased during the
year on the open market under a normal course
purchase bid announced on May 7, 2008.

Net loss per Unit for the year ended December
31, 2008, was $0.61 per unit (basic and diluted).
Adjusted Distributable Cash per unit for the
year ended December 31, 2008, based on the
underlying business of Pollard LP, was $0.91
per unit (see “Adjusted Distributable Cash
Reconciliation”).

On August 5, 2005, the Fund, the Trust, Pollard
Banknote Limited (the “General Partner”),
Pollard LP and Equities entered into an exchange
agreement (the “Exchange Agreement”). The
Exchange Agreement stipulates that Equities
has the right to require the Fund to indirectly
exchange Class B LP Units and Class C LP Units
held by Equities for Units of the Fund, on the
basis of one Fund Unit for each Class B LP Unit
or Class C LP Unit exchanged. This exchange
ratio is subject to anti-dilution adjustments
explained further in the Exchange Agreement.
The exchange of LP Units under this agreement
would not dilute the Fund’s income per Unit
measure as any decrease in the income per Unit
caused by the increase in the number of Fund’s
Units outstanding would be fully offset by an
increase in the Fund’s proportionate share of
Pollard LP’s income.

Net income for the year ended December 31,
2007, was $0.75 per unit. Adjusted Distributable
Cash for the year ended December 31, 2007,
based on the underlying business of Pollard LP
was $0.77 per unit.

Financial Instruments
Distributions receivable, distributions payable to
Unitholders and accounts payable are reflected in
the financial statements at carrying values, which
approximate fair value because of the short-term
maturity of these financial instruments.

Critical Accounting Policies
and Estimates
The preparation of the financial statements in
conformity with Canadian generally accepted
accounting principles (“Canadian GAAP”)
requires management to make estimates and
assumptions that affect the reported amounts
of assets and liabilities and disclosure of
contingent assets and liabilities at the dates
of the financial statements and the reported
amounts of revenue and expenses during the
reporting period. Management of the Fund
regularly reviews its estimates and assumptions
based on historical experience and various other
assumptions that it believes would result in
reasonable estimates given the circumstances.
Actual results could differ from those estimates
under different assumptions. The following
is a discussion of accounting policies that
requires significant management judgment and
estimation. For a discussion of all of the Fund’s
accounting policies, including the items outlined
below, refer to note 2 of the consolidated
financial statements of the Fund.

ANNUAL REPORT 2008

pg

9

POLLARD BANKNOTE INCOME FUND
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INVESTMENT

The valuation of the Fund’s investment in Pollard
LP is regularly reviewed by management to
ensure that any decline in fair value that is
considered other than temporary is reflected
in the related carrying value of the investment.
In making that assessment, several factors
are considered including the amount by which
the carrying value exceeds market value, the
duration of the market value decline and Pollard
LP’s expected future cash flows and earnings.
The annual impairment test was performed and
it was determined that there was no impairment
to the carrying value of the investment.
INCOME TAXES
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Income taxes reflect the expected future tax
consequences of temporary differences between
the carrying amounts of assets and liabilities and
their tax basis. Future income tax assets and
liabilities are determined based on the enacted
or substantively enacted tax rates, which are
expected to be realized. Valuation allowances are
established when necessary to reduce the future
tax assets to the amounts to be realized.

POLLARD BANKNOTE INCOME FUND

Changes in Accounting Policies
CAPITAL DISCLOSURES AND FINANCIAL
INSTRUMENTS – PRESENTATION AND
DISCLOSURE

Effective with the commencement of its
2008 fiscal year, the Fund has adopted
the Canadian Institute of Chartered
Accountants (CICA) Handbook Section 1535,
Capital Disclosures, Section 3862, Financial
Instruments – Disclosures and Section 3863
Financial Instruments – Presentation. These
new standards are effective for fiscal years
beginning on or after October 1, 2007.
Section 1535 establishes disclosure requirements
about an entity’s capital and how it is managed.
The purpose is to enable users of the financial
statements to evaluate the entity’s objectives,
policies and processes for managing capital.
Section 3862 and 3863 replaced Section 3861,
Financial Instruments – Disclosure and Presentation,
revising and enhancing its disclosure requirements,
and carrying forward unchanged its presentation
requirements. These new sections place increased
emphasis on disclosures about the nature and
extent of risks arising from financial instruments
and how the entity manages those risks.

Future Changes in Accounting Policies
INTERNATIONAL FINANCIAL
REPORTING STANDARDS

In January 2006, the Accounting Standards
Board of Canada (“AcSB”) announced that
accounting standards in Canada are to
converge with the International Financial
Reporting Standards (“IFRS”). Canadian publicly
accountable enterprises must adopt IFRS for
their interim and annual financial statements
relating to fiscal years beginning on or after
January 1, 2011. The Fund is currently assessing
the impact of these new standards on its
consolidated financial statements.
The Fund has adopted the following new
accounting standard on January 1, 2009:
GOODWILL AND INTANGIBLES

In February, 2008, the CICA issued Section 3064,
Goodwill and Intangible Assets, replacing Section
3062, Goodwill and Other Intangible Assets, as well
as Section 3450, Research and Development Costs.
Section 3064 states that upon their initial
identification, intangible assets are to be
recognized as assets only if they meet the
definition of an intangible asset and meet the
standards on the recognition, measurement,
presentation and disclosure for goodwill and
intangible assets. Section 3064 also provides
further information on the recognition of
internally generated intangible assets (including
research and development costs).
As for subsequent measurement and disclosure
of intangible assets and goodwill, Section 3064
carries forward the requirements of the old
Section 3062.
The new section applies to annual and interim
financial statements relating to fiscal years
beginning on or after October 1, 2008. The Fund
does not expect this new section to have a material
impact on its consolidated financial statements.

Related Party Transactions
On August 5, 2005, the Fund, the Trust and
the General Partner entered into a Support
Agreement. Under the terms of the Support
Agreement, the General Partner will provide
certain management, administrative and support
services to the Fund and Trust and will be
reimbursed for all direct and indirect costs and
expenses it incurs in the provision of services
pursuant to the Support Agreement. During the
year ended December 31, 2008, these reimbursed
costs totaled $0.2 million (2007 - $0.2 million).
Equities purchased 47,700 Units during the year
on the open market under a normal course
purchase bid announced on May 7, 2008.

Commitments and Contingencies
The Declaration of Trust of the Fund provides
that the trustees will act honestly and in good
faith with a view to the best interests of the Fund
and in connection with that duty will exercise
the degree of care, diligence and skill that a
reasonably prudent person would exercise in
comparable circumstances. The Declaration of
Trust of the Fund and the constating documents
of each of the Fund’s subsidiaries provide for
the indemnification of its respective trustees,
directors and officers from and against liability
and costs in respect of any action or suit
against them in connection with the execution
of their duties of office, subject to certain usual
limitations. The Declaration of Trust of the
Fund also provides for the indemnification of
its trustees from and against liability and costs
in respect of any action or suit against them in
connection with the execution of their duties as
trustees, subject to certain usual limitations.
No claims with respect to such occurrences
have been made and, as such, no amount has
been recorded in this balance sheet with respect
to these indemnifications.
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Industry Risks and Uncertainties
DEPENDENCE ON TRUST AND POLLARD LP
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The Fund is an unincorporated, open-ended
limited purpose trust, which is entirely
dependent on the operations and assets of
Pollard LP through its ownership of Trust.
Cash distributions to Unitholders will be
dependent on the ability of Trust to pay
distributions in respect of the Trust Units and
interest on the Trust Notes and in turn the
ability of Pollard LP to pay distributions on its
Class A Limited Partnership Units. Although the
Fund intends to distribute the interest and other
income earned by the Fund less expenses and
amounts, if any, paid by the Fund in connection
with the redemption of Units, there can be no
assurance regarding the amounts of income
to be generated by Pollard LP and paid to the
Fund. The actual amount distributed in respect
of the Units will depend upon numerous factors,
including profitability, fluctuations in working
capital, capital expenditures and compliance
with restrictive covenants under Pollard LP’s
Credit Facility.
TAXATION

For a discussion of tax related risks and
uncertainties see “Tax Fairness Plan”.

POLLARD BANKNOTE INCOME FUND

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Pollard Holdings Limited Partnership
Overview
Pollard Holdings Limited Partnership (“Pollard
LP”) is one of the leading providers of products
and services to lottery and charitable gaming
industries throughout the world. Management
believes Pollard LP is the largest provider of
instant-win scratch tickets (“instant tickets”)
based in Canada and the second largest
producer of instant tickets in the world.
Pollard LP produces and provides a
comprehensive line of instant tickets and lottery
services including licensed products, distribution,
retail telephone selling (“tel-sell”), marketing
and instant ticket vending machines. In addition,
Pollard LP’s charitable gaming product line
includes pull-tab (or break-open) tickets, bingo
paper, pull-tab vending machines and ancillary
products such as pull-tab counting machines.
Pollard LP also markets products to the
commercial gaming and security sector including
such items as promotional scratch and win,
transit tickets and parking passes.

Pollard LP’s lottery products are sold extensively
throughout Canada, the United States and the
rest of the world, wherever applicable laws
and regulations authorize their use. Pollard LP
serves over 45 instant ticket lotteries including
a number of the largest lotteries throughout the
world. Charitable gaming products are mostly
sold in the United States and Canada where
permitted by gaming regulatory authorities.
Pollard LP serves a highly diversified customer
base in the charitable gaming market of over 250
independent distributors with the majority
of revenue generated from repeat business.
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PRODUCT LINE BREAKDOWN OF REVENUE
			
			

YEAR ENDED
DECEMBER 31, 2008

YEAR ENDED
DECEMBER 31, 2007

Instant Tickets				

88%		

85%

Charitable Gaming Products			

10%		

13%

Vending Machines				

2%		

2%

GEOGRAPHIC BREAKDOWN OF REVENUE
			
			

YEAR ENDED
DECEMBER 31, 2008

YEAR ENDED
DECEMBER 31, 2007

United States					

52%		

55%

Canada						

25%		

24%

International					

23%		

21%
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Pollard LP’s key objectives are to generate
stable cash distributions to Unitholders and
to grow Adjusted Distributable Cash and cash
distributions over time. Pollard LP’s strategy to
accomplish this is based on two core elements:
Organic Growth – Through expanding product
offerings, assisting its customers to grow their
retail lottery gaming sales, obtaining new
customers and by increasing its gross margin
by cost reductions and increased efficiencies,
Pollard LP will maintain and increase
distributable cash available for Unitholders.
Acquisitions – Selective acquisitions will be
used to increase distributable cash. Acquisitions
will augment the existing lottery and charitable
gaming markets currently served and allow
increased market share penetration. Any
acquisitions will be accretive to existing
Unitholders. Acquisition targets could include
non-gaming opportunities, such as manufacturers
of security printing, if all of Pollard LP’s
acquisition criteria are met or exceeded.
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Formation of the Limited Partnership
Pollard LP is a limited partnership established
under the laws of the Province of Manitoba
on June 29, 2005, by a partnership agreement
as amended August 5, 2005. Pollard LP was
established to acquire the business of the
manufacture and sale of lottery and gaming
products (the “business”) from Pollard
Banknote Limited, renamed Pollard Amalco
Inc. and to operate such business thereafter.
On July 14, 2008, Pollard Amalco Inc. was
renamed Pollard Equities Limited (“Equities,”
“the predecessor company”).
The Fund’s economic interest in Pollard LP
approximates 26.7% and Equities’ economic
interest in Pollard LP approximates 73.3%.
The General Partner of Pollard LP is Pollard
Banknote Limited which holds an economic
interest of 0.05%.

POLLARD BANKNOTE INCOME FUND

Adjusted Distributable Cash of Pollard LP
Pollard LP generated Adjusted Distributable
Cash totaling $21.5 million during the year ended
December 31, 2008, after considering the expenses
of the Fund. The payout ratio for the year ended
December 31, 2008, was 104.1%.
Based on a target of $22.4 million per year, Adjusted
Distributable Cash fell short of the target by $0.9
million for the year ended December 31, 2008.
On a per unit basis, Adjusted Distributable Cash
for the year ended December 31, 2008, totaled
$0.9129, approximately $0.0375 under the target
of $0.9504 per unit.
Pollard LP generated Adjusted Distributable
Cash totaling $18.2 million during the year ended
December 31, 2007, after considering the expenses
of the Fund. The payout ratio for the year ended
December 31, 2007, was 123.3%.
Based on a target of $22.4 million per year, Adjusted
Distributable Cash fell short of the target by $4.2
million for the year ended December 31, 2007.
On a per unit basis, Adjusted Distributable Cash
for the year ended to December 31, 2007, totaled
$0.7709, approximately $0.1795 under the target
of $0.9504 per unit.
Management uses Adjusted Distributable
Cash to measure operating performance and
therefore believes that Adjusted Distributable
Cash calculated from EBITDA is an appropriate
measure to help readers evaluate the
performance of the Fund and Pollard LP.
Adjusted Distributable Cash is defined by
management as EBITDA, less maintenance
capital expenditures, cash taxes, interest
expense and LTIP expense.
Adjusted Distributable Cash and EBITDA are not
recognized measures under Canadian GAAP and
do not have standardized meaning prescribed
by Canadian GAAP. Adjusted Distributable
Cash, EBITDA and related measures may not
be viewed as alternatives to net earnings or
other measures of performance calculated in
accordance with Canadian GAAP (see “Use of
Non-GAAP Financial Measures”).

The following financial information should be read in conjunction with the accompanying
financial statements of the Fund and Pollard LP and the notes therein as at and for the year
ended December 31, 2008.

Reconciliation of Net Income to Adjusted Distributable Cash
(MILLIONS OF DOLLARS)		
		
REFERENCE

Net Income		

YEAR ENDED
DECEMBER 31, 2008

YEAR ENDED
DECEMBER 31, 2007

$(6.9)

$23.4

Adjustments:
Interest		
Unrealized foreign exchange (gain) loss		
Mark-to-market (gain)
		
loss on foreign currency contracts		
Income taxes (recovery)		
Amortization		

3.8
4.3

2.7
(2.2)

17.0
3.7
6.2

(6.3)
(0.4)
6.4

EBITDA			

28.1

23.6

Less:
Cash taxes		
Interest		
Maintenance capital expenditures
1

(1.8)
(3.8)
(0.8)

(1.6)
(2.7)
(0.9)

Cash Available for Distribution
(before Fund expenses)		
Expenses of the Fund
2

21.7
(0.2)

18.4
(0.2)

$21.5

$18.2

Adjusted Distributable Cash

3

	Maintenance capital expenditures refer to capital expenditures, net of proceeds on disposals of assets replaced,
which are necessary to sustain current cash flow. Growth capital expenditures refer to capital expenditures that are
expected to increase cash flow.

1

2

Represents expenses borne by the Fund.

	Cash available for distribution will fluctuate on a monthly and quarterly basis due to seasonal cash flows,
timing of maintenance capital expenditures, income taxes paid and interest costs on outstanding debt.

3
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The Canadian Securities Administrators (Revised CSA Staff Notice 52-306) recommends Adjusted
Distributable Cash be reconciled to cash provided by operations from the statement of cash flows.
Adjusted Distributable Cash is defined by management as Standardized Distributable Cash adjusted
by the change in non-cash working capital and growth capital expenditures.
Adjusted Distributable Cash reconciled to cash provided from operations of Pollard LP is as follows:

Adjusted Distributable Cash Reconciliation
(MILLIONS OF DOLLARS EXCEPT FOR UNIT AMOUNTS)		
		
REFERENCE
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YEAR ENDED
DECEMBER 31, 2008

YEAR ENDED
DECEMBER 31, 2007

Net cash provided by operations		
Total capital expenditures		

$17.6
(19.5)

$20.3
(6.0)

Standardized Distributable Cash		
Net change in non-cash working capital		
Gain on sale of property, plant and equipment		
Growth capital expenditures
1

(1.9)
2.7
2.2
18.7

14.3
(1.0)
5.1

Adjusted Distributable Cash (before Fund expenses)		
Expenses of the Fund
2

21.7
(0.2)

18.4
(0.2)

Adjusted Distributable Cash		
Percentage of Adjusted Distributable Cash
available to Fund Unitholders
3

21.5

18.2

26.7%

26.7%

Adjusted Distributable Cash available to Fund Unitholders

4

$5.7

$4.9

Distributions declared and payable to Fund Unitholders		

$6.0

$6.0

Adjusted Distributable Cash per LP Unit		
Distributions declared per LP Unit		

$0.9129
$0.9504

$0.7709
$0.9504

Number of Fund Units outstanding		

6,285,700

6,285,700

Capital Expenditures:
Maintenance expenditures
Growth expenditures

5
1

$0.8
18.7

$0.9
5.1

Total		

$19.5

$6.0

1

Growth capital expenditures refer to capital expenditures that are expected to increase cash flow.

2

Represents expenses borne by the Fund.

3

Percentage is equal to the economic interest the Fund has in Pollard LP.

	Cash available for distribution will fluctuate on a monthly and quarterly basis due to seasonal cash flows, timing of
maintenance capital expenditures, income taxes paid and interest costs on outstanding debt.

4

	Maintenance capital expenditures refer to capital expenditures, net of proceeds on disposals of assets replaced,
which are necessary to sustain current cash flow.

5

POLLARD BANKNOTE INCOME FUND

On July 6, 2007, the Canadian Securities
Administrators issued a replacement of National
Policy 41-201, “Income Trusts and Other Direct
Offerings”, which includes disclosure guidance
for income trusts. In addition, the Canadian
Institute of Chartered Accountants issued an
interpretive release on Management’s Discussion
and Analysis Guidance on Preparation and
Disclosure entitled “Standardized Distributable
Cash in Income Trusts and Other Flow-Through
Entities”. The CICA calculation of Standardized
Distributable Cash is based on cash flows from
operating activities, including the effects of
changes in non-cash working capital, less total
capital expenditures. The CICA also defines
Adjusted Distribution Base, calculated as the
Standardized Distributable Cash less items
adjusted by management to better reflect the
distributable cash generated by the entity during
a particular period.
Management feels that the Standardized
Distributable Cash calculation distorts the
quarter-to-quarter distributable cash and
payout ratios, as non-cash working capital
fluctuates dramatically as a result of the high
value, low volume transaction nature of the
business and rapid changes in the timing of
receipts and payments. In addition, management
believes capital expenditures related to growth
opportunities should not be included as a
deduction from Distributable Cash as they are
financed through the debt facility.

of including such amounts in the determination
of distributable cash. These short-term variations
in working capital are financed through existing
cash reserves or through Pollard LP’s revolving
credit facility.
Management believes Adjusted Distribution Base
(referred to as Adjusted Distributable Cash) is
a more appropriate measure of distributable
cash available for distributions, as it removes
the volatility of the working capital variations
and reflects the use of debt financing for certain
capital expenditures. The calculation of Adjusted
Distributable Cash is consistent with the historic
calculation of Distributable Cash for Pollard LP
and the Fund.
During the year Pollard LP sold a building and
land in Winnipeg, Manitoba, to an unrelated party
and a piece of undeveloped land in Winnipeg,
Manitoba, to an affiliate of Equities. The total gain
on sale of these disposals was $2.2 million.
Excluding the gain on sale the Adjusted
Distributable Cash payout ratio for the year
would have been 115.4%.
The distribution policy of Pollard LP is to
distribute its available cash as determined by the
trustees. The current annual target for per unit
distributions of the Fund is $0.9504. Distributions
were paid to the limited partners of record on
the last day of the month in respect of which the
distributions are to be paid.

Pollard LP expects changes in non-cash working
capital items to be insignificant year over year.
Various working capital items, including but not
limited to the timing of receivables collected,
investment in inventory and payment of payables
and accruals made, can have a significant
impact on the determination of distributable
cash if included in the calculations, particularly
for an interim period. The nature of the lottery
business with few customers generating fairly
large individual orders can result in significant
short-term variability in changes to non-cash
working capital. Accordingly, Pollard LP excludes
the impact of changes in non-cash working
capital items to remove the resultant variability
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Selected Financial Information
(MILLIONS OF DOLLARS)
				
YEAR ENDED
YEAR ENDED
YEAR ENDED
DECEMBER 31,
DECEMBER 31,
DECEMBER 31,
2008
2007
2006
				
				

Sales
Cost of Sales

(UNAUDITED)
(NOTE 1, 3)

$178.0

$164.5

$176.7

$207.3

141.1

130.5

136.5

160.1

Gross Profit
Gross Profit as a % of sales

36.9
20.7%

34.0
20.7%

40.2
22.8%

47.2
22.8%

Selling and Administration Expenses
Expenses as a % of sales

20.2
11.3%

19.1
11.6%

19.3
10.9%

22.5
10.9%

Adjusted EBITDA (note 2)
Adjusted EBITDA as a % of sales

28.1
15.8%

23.6
14.3%

29.9
16.9%

33.0
15.9%

DECEMBER 31,
2006

DECEMBER 31,
2005

$104.6
$49.6

$99.5
$49.9

DECEMBER 31,
2008

Total Assets
Total Long Term Liabilities
pg
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$112.2
$59.6

DECEMBER 31,
2007

$104.3
$46.9

Reconciliation of Net Income (Loss) to Adjusted EBITDA
(MILLIONS OF DOLLARS)
				
YEAR ENDED
YEAR ENDED
YEAR ENDED
DECEMBER 31,
DECEMBER 31,
DECEMBER 31,
2008
2007
2006
				
				

Net income (loss)

FOURTEEN
MONTHS ENDED
DECEMBER 31,
2005
(UNAUDITED)
(NOTE 1, 3)

$(6.9)

$23.4

$15.0

$19.2

Add back:
Unrealized foreign exchange (gain) loss
Mark-to-market loss (gain)
on foreign currency contracts
Amortization
Interest
Income taxes (recovery)
Long-Term Incentive Plan (LTIP) expense

4.3

(2.2)

(0.3)

(0.3)

17.0
6.2
3.8
3.7
-

(6.3)
6.4
2.7
(0.4)
-

4.0
6.9
2.6
1.5
0.2

(4.1)
9.2
1.8
4.9
0.1

EBITDA

28.1

23.6

29.9

30.8

-

-

-

0.3
1.9

$28.1

$23.6

$29.9

Adjustments to EBITDA:
Non-controlling interest
in income of subsidiary
Non-recurring management bonus
Adjusted EBITDA (note 2)

$33.0

The above selected financial and operating information has been derived from, and should be read
in conjunction with, the consolidated financial statements of Pollard LP.
NOTES:

(1)	As a result of the year end change from October 31 to December 31 and the transfer of the
Equities business on August 5, 2005, the period ending December 31, 2005, reflects fourteen
months operations. The financial information for the fourteen month period ended December
31, 2005, combines the operations of the predecessor company, Pollard Banknote Limited, and
Pollard LP, and may not necessarily be indicative of the results that would have been attained if
Pollard LP and Equities had operated as a separate legal entity or through a limited partnership.
(2)	Adjusted EBITDA includes adjustments in the comparative prior period numbers to reflect the
operating structure currently in existence and primarily involves adding back the discretionary
management bonuses. Therefore Adjusted EBITDA may not be comparable to similar measures
presented by other issuers. Management believes the Adjusted EBITDA is a useful complementary
measure of cash available for distribution.
(3)	The information prior to August 5, 2005, represents the financial information of the business carried
on by the predecessor company and is for comparative purposes only. The pro forma financial
results for the fourteen months ended December 31, 2005, includes results of the predecessor
company, Pollard Equities Limited for the period November 1, 2004 to August 4, 2005, and the
results of Pollard Holdings Limited Partnership for the period August 5, 2005 to December 31, 2005.
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Review of Operations
Financial and operating information has been derived from, and should be read in conjunction with,
the consolidated financial statements of Pollard LP and the selected financial information disclosed
in this MD&A.

Analysis of Results
for the Year Ended December 31, 2008
SALES

INCREASE IN SALES VOLUME

During the year ended December 31, 2008,
(“Fiscal 2008”), Pollard LP achieved sales of
$178.0 million, compared to $164.5 million in
the year ended December 31, 2007, (“Fiscal
2007”). Factors impacting the $13.5 million
sales increase were:

The volume of sales generated during Fiscal
2008 was higher compared to Fiscal 2007.
Overall instant tickets and related services
volumes for Fiscal 2008 were higher by
approximately 11.6% which, combined with a
small increase in average selling price, resulted
in $17.1 million higher sales when compared
with Fiscal 2007. Increased instant ticket sales
in a number of key primary contracts were the
main reason for the large growth in volumes.
New contracts including the National Lotteries
of Denmark and Singapore also added to
the volume growth. A volume decline in the
charitable gaming product lines reduced sales
by $2.2 million.

P R O D U CT LI NE SALE S F I SCAL 2 0 0 8
(IN M IL L IONS OF DOL L ARS)
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CHARITABLE
GAMING PRODUCTS

$18.7

VENDING MACHINES

$2.8

INSTANT TICKETS

$156.5

P R O D U CT LI NE SALE S F I SCAL 2 0 0 7

SAL ES BR EAK DO WN FISC AL 2008

(IN M IL L IONS OF DOL L ARS)

CHARITABLE
GAMING PRODUCTS
VENDING MACHINES
INSTANT TICKETS

$21.0
$3.1

25%

UN ITE D STA TE S

52%

IN TE RN A TION A L

23%

$140.4

STRENGTHENING
OF THE CANADIAN DOLLAR

During Fiscal 2008, Pollard LP generated
approximately 68% of its revenue in U.S. dollars
including a significant portion of international
sales which are priced in U.S. dollars. During
Fiscal 2008 the average U.S. dollar value versus
the Canadian dollar was $1.069, compared to the
average exchange rate of $1.080 during Fiscal
2007. This 1.1% weakening in the U.S. dollar
value resulted in an approximate decline of $1.4
million in revenue relative to Fiscal 2007.

POLLARD BANKNOTE INCOME FUND

C A N A DA

SAL ES BR EAK DO WN FISC AL 2007

C A N A DA

24%

UN ITE D STA TE S

55%

IN TE RN A TION A L

21%

COST OF SALES AND GROSS MARGIN

Cost of sales was $141.1 million in Fiscal 2008
compared to $130.5 million in Fiscal 2007
reflecting the increase in sales volumes.
Gross profit increased from $34.0 million in
Fiscal 2007 to $36.9 million in Fiscal 2008.
The gross profit margin percentage remained
consistent with Fiscal 2007 at 20.7%. The
increase in gross profit reflects higher sales
and production volumes experienced in the last
three quarters of Fiscal 2008. The gross margin
percentage remained consistent with 2007
despite the increased volumes in Fiscal 2008
due to production difficulties encountered in the
first quarter of the year impacting production
efficiencies, coupled with the higher overhead
costs associated with the start up of the new
press in the fourth quarter of Fiscal 2008.
SELLING AND ADMINISTRATION
EXPENSES

Selling and administration expenses were $20.2
million in Fiscal 2008 compared to $19.1 million
in Fiscal 2007.
As a percentage of sales, 2008 selling and
administration expenses were 11.3% compared
to 11.6% in 2007 due to higher sales combined
with relatively fixed expenses.
FOREIGN EXCHANGE GAIN (LOSS)

GAIN ON SALE OF PROPERTY,
PLANT AND EQUIPMENT

During the year Pollard LP sold one of its properties
to an unrelated third party for approximately
$3.2 million, resulting in a gain of approximately
$1.7 million. The operations previously housed in
this location were amalgamated into a newly leased
facility in Winnipeg.
Pollard LP also sold two properties to an affiliate
of Equities. The land and building housing the
operations in Council Bluffs, Iowa was sold for
US$3.3 million, the same price Pollard LP had
previously purchased the property for in March
2008 from an unrelated third party.
An undeveloped piece of land in Winnipeg was
sold for $0.7 million, generating a $0.5 million
gain. Both sales values were determined through
independent sources.
EBITDA

EBITDA was $28.1 million in Fiscal 2008,
compared to $23.6 million in Fiscal 2007.
The $4.5 million increase in EBITDA was due
primarily to the increase in gross profit and
the gains on the sale of property, plant and
equipment, offset partially by an increase in
selling and administration expense. The EBITDA
margin was 15.8% in Fiscal 2008, compared to
14.3% in Fiscal 2007.

In Fiscal 2008 a foreign exchange loss was
incurred of $0.3 million, compared to a gain of
$5.0 million in Fiscal 2007. Within the foreign
exchange loss are unrealized losses of $4.3
million relating to the foreign exchange loss on
U.S. dollar denominated debt and $4.0 million
in realized gains relating to forward hedge
contracts and increased value in U.S. dollar
denominated accounts receivable.

AMORTIZATION

In Fiscal 2007 the foreign exchange gain
consisted of an unrealized gain of $2.2 million
relating to the foreign exchange gain on U.S.
dollar denominated debt and $2.8 million in
realized gains relating primarily to forward
hedge contracts.

INTEREST

Amortization includes amortization of property
and equipment, other assets, primarily patents,
and deferred financing costs, and totalled $6.2
million during Fiscal 2008, compared to $6.4
million during Fiscal 2007. Amortization was
lower by $0.2 million in Fiscal 2008, due to certain
equipment becoming fully depreciated in 2008.

Interest expense increased from $2.7 million
in Fiscal 2007 to $3.8 million in Fiscal 2008,
primarily due to the increased amount of bank
indebtedness and long-term debt outstanding
during Fiscal 2008.
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MARK-TO-MARKET LOSS ON FOREIGN
CURRENCY CONTRACTS

A non-cash loss of $17.0 million was incurred
in Fiscal 2008, reflecting a decrease in the
value of the foreign currency contracts used to
hedge our net U.S. dollar exposure, compared
to a non-cash gain of $6.3 million recognized
in Fiscal 2007. The significant weakening of the
Canadian dollar relative to the U.S. dollar during
the second half of 2008 generated a non-cash
loss due to the fixed exchange rates contained in
the hedged forward contracts. During Fiscal 2007
the Canadian dollar strengthened, resulting in a
non-cash mark-to-market gain.
EMPLOYEE PROFIT SHARING

Employee profit sharing costs decreased by $0.3
million from $1.7 million in Fiscal 2007, to $1.4
million in Fiscal 2008. The change was due to
a decrease in the income subject to employee
profit sharing in Fiscal 2008.
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INCOME TAXES

Income tax expense increased to $3.7 million
in Fiscal 2008 compared to a recovery of $0.4
million in Fiscal 2007. The income tax expense
is higher due to differences relating to the
foreign exchange impact of Canadian dollar
denominated debt in the U.S. subsidiaries.

POLLARD BANKNOTE INCOME FUND

NET INCOME (LOSS)

Net loss for Fiscal 2008 was $6.9 million
compared to net income of $23.4 million in Fiscal
2007. The main reasons for the decline in net
income were: a large non-cash mark-to-market
loss on foreign currency contracts of $17.0
million compared to a non-cash mark-to-market
gain of $6.3 in Fiscal 2007; higher income tax
expense of $3.7 million versus a recovery of
$0.4 million in Fiscal 2007; and losses on foreign
exchange (primarily U.S. dollar denominated
debt) of $0.3 million compared to a gain of $5.0
million in Fiscal 2007.
ADJUSTED DISTRIBUTABLE CASH
AND ADJUSTED DISTRIBUTABLE CASH
PER UNIT

Pollard LP generated $21.5 million in Adjusted
Distributable Cash, or $0.9129 per unit for
Fiscal 2008.

Analysis of Results
for the Period October 1, 2008 to December 31, 2008
FOURTH QUARTER OF 2008

Selected Financial Information
(MILLIONS OF DOLLARS)
		
		

THREE MONTHS ENDED
DECEMBER 31, 2008

THREE MONTHS ENDED
DECEMBER 31, 2007

		

(UNAUDITED)

(UNAUDITED)

Sales

$50.2

$39.7

Cost of Sales

39.8

34.2

Gross Profit
Expenses:
Selling and administration
Interest
Foreign exchange (gain) loss
Mark-to-market loss on foreign currency contracts
Other

10.4

5.5

5.5
1.1
2.2
10.0
(1.1)

4.8
0.7
(1.6)
1.4
(0.1)

Income (loss) before under noted

(7.3)

0.3

Employee profit sharing plan

0.2

0.2

Income (loss) before income taxes and extraordinary gain

(7.5)

0.1

Income taxes:
Current
Future (recovery)

0.5
1.3

0.3
(0.2)

		

1.8

0.1

Extraordinary gain

-

0.6

Net income (loss)

$(9.3)

$0.6

Adjustments:			
Interest
$1.1
$0.7
Unrealized foreign exchange loss (gain)
3.0
(0.7)
Mark-to-market loss on foreign currency contracts
10.0
1.4
Income taxes
1.8
0.1
Amortization
1.4
1.6
EBITDA

8.1

3.7

Less:
Cash taxes
Interest
Maintenance capital expenditures

(0.5)
(1.1)
(0.2)

(0.3)
(0.7)
(0.2)

Cash Available for Distribution (before Fund expenses)

6.3

2.5

Expenses of the Fund

(0.1)

(0.1)

Adjusted Distributable Cash

$6.2

$2.4
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SALES

During the three months ended December 31,
2008, Pollard LP achieved sales of $50.2 million,
compared to $39.7 million in the three months
ended December 31, 2007. Two main factors
impacted sales resulting in the $10.5 million
sales increase:
WEAKENING OF THE CANADIAN DOLLAR

During the three months ended December 31,
2008, Pollard LP generated approximately 71% of
its revenue in U.S. dollars. The average U.S. dollar
value during the three months ended December
31, 2008 versus the Canadian dollar was $1.208,
compared to $0.988 during the three months ended
December 31, 2007. This 22.3% strengthening
in U.S. dollar value resulted in an approximate
increase of $6.6 million in revenue relative to the
three months ended December 31, 2007.
INCREASE IN SALES VOLUME
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Overall instant tickets and related services
volumes for the three months ended December
31, 2008 were higher by approximately 12.4%
which, combined with a small increase in
average selling price, resulted in $4.6 million
higher sales when compared with the three
months ended December 31, 2007. Increased
instant ticket orders from existing customers
resulted in higher volumes. A reduction in the
volume of charitable gaming products reduced
sales by $0.7 million.
COST OF SALES AND GROSS MARGIN

Cost of sales was $39.8 million in the three
months ended December 31, 2008, compared
to $34.2 million in the three months ended
December 31, 2007.
Gross profit increased from $5.5 million to $10.4
million in the three months ended December
31, 2008. The gross profit margin percentage
increased to 20.7% from 13.9% in the three
months ended December 31, 2007.
The increased gross profit and gross margin
percentage in the three months ended
December 31, 2008, compared to the three
months ended December 31, 2007, is due to

POLLARD BANKNOTE INCOME FUND

significantly higher levels of production as well
as the fourth quarter of 2007 having incurred a
number of significant production difficulties that
were resolved during 2008.
Gross margin levels would have been higher if not
for the planned increased overhead costs incurred
relating to the start up of the new in-line press
during the fourth quarter of 2008.
SELLING AND ADMINISTRATION
EXPENSES

Selling and administration expenses were $5.5
million in the three months ended December
31, 2008, compared to $4.8 million in the three
months ended December 31, 2007. The increase
in expenses is due to higher salary costs related
to greater selling and marketing resources and
the impact of the weaker Canadian dollar on U.S.
dollar denominated expenditures. As a percentage
of sales the fourth quarter of 2008 was lower than
the fourth quarter of 2007, 11.0% versus 12.1%.
FOREIGN EXCHANGE GAIN (LOSS)

Foreign exchange loss was $2.2 million in
the three months ended December 31, 2008,
compared to a gain of $1.6 million in the three
months ended December 31, 2007. Within the
foreign exchange loss are unrealized losses of
$3.0 million relating to the foreign exchange loss
on U.S. dollar denominated debt, $0.5 million
in realized losses due to our forward contracts
locking in fixed exchange rates and $1.3 million
in realized gains due to the increased value in
U.S. dollar denominated accounts receivable.
EBITDA

EBITDA was $8.1 million in the three months
ended December 31, 2008, compared to $3.7
million in the three months ended December 31,
2007. EBITDA margins were 16.1% in the three
months ended December 31, 2008, compared
to 9.3% achieved in the three months ended
December 31, 2007. The increase in EBITDA
margin was primarily due to a much higher gross
margin percentage.

AMORTIZATION

INCOME TAXES

Amortization includes amortization of property
and equipment, other assets, primarily patents,
and deferred financing costs which totaled $1.4
million during the three months ended December
31, 2008, which is lower than $1.6 million for the
three months ended December 31, 2007, due to
certain equipment becoming fully depreciated.

The income tax expense increased
to $1.8 million in the three months ended
December 31, 2008, compared to $0.1 million
during the three months ended December
31, 2007. The increase in the income tax
expense was due to differences relating to the
foreign exchange impact of Canadian dollar
denominated debt in the U.S. subsidiaries.

INTEREST

Interest expense increased from $0.7 million
in the three months ended December 31,
2007, to $1.1 million in the three months
ended December 31, 2008, primarily due to the
increased amount of bank indebtedness and
long-term debt outstanding during the three
months ended December 31, 2008.
MARK-TO-MARKET LOSS ON FOREIGN
CURRENCY CONTRACTS

A non-cash mark-to-market loss of $10.0
million was recorded in the three months ended
December 31, 2008, compared to a non-cash
mark-to market loss of $1.4 million recognized
in the comparable period of 2007. The significant
weakening of the Canadian dollar in relation
to the U.S. dollar during the fourth quarter of
2008 resulted in a large non-cash write-down in
forward foreign currency contracts that Pollard
LP had in place. These contracts expire over the
next 21 months.

NET INCOME (LOSS)

In the three months ended December 31,
2008, $9.3 million was recorded as a net loss
in comparison to net income of $0.6 million in
the three months ended December 31, 2007.
This change is primarily due to an increase in
the mark-to-market loss on foreign currency
contracts in the three months ended December
31, 2008, of $10.0 million compared to a loss of
$1.4 million; foreign exchange loss of $2.2 million
compared to a foreign exchange gain of $1.6
million in 2007; and higher income tax expense
of $1.8 million. These additional expenses were
partially offset by higher gross profit in 2008, of
$10.4 million compared to $5.5 million in 2007.
ADJUSTED DISTRIBUTABLE CASH
AND ADJUSTED DISTRIBUTABLE CASH
PER UNIT

Pollard LP generated $6.2 million in Adjusted
Distributable Cash, or $0.263 per unit for the
three months ending December 31, 2008.

EMPLOYEE PROFIT SHARING

Employee profit sharing costs remained consistent
at $0.2 million in the three months ended
December 31, 2008 and the three months ended
December 31, 2007. Mark-to-market gains and
losses on foreign currency contracts are excluded
from the calculation of employee profit sharing.
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Quarterly information
(UNAUDITED)
(MILLIONS OF DOLLARS)
Q4
2008

Sales

Q3
2008

Q2
2008

Q3
2007

Q2
2007

Q1
2007

$44.1

$44.6

$39.1

$39.7

$42.1

$40.6

$42.1

EBITDA

8.1

8.0

7.4

4.8

3.7

7.6

5.9

6.4

Net Income (Loss)

(9.3)

0.3

4.5

(2.4)

0.6

9.4

10.0

3.4

Sales in Q4 2007 and Q1 2008 were low due to
the strengthening of the Canadian dollar relative
to the U.S. dollar and lower sales volumes.
Production difficulties incurred in the fourth
quarter of 2007 and the first quarter of 2008
resulted in the lower level of EBITDA.

26

Q4
2007

$50.2

Fluctuations in Sales, EBITDA and Net Income
(Loss) by quarter will vary depending on the timing
of contract awards, changes in customer budgets,
ticket inventory levels and lottery retail sales.
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Q1
2008

Q1 and Q3 2008 net income were lower and Q4 2008
a loss was incurred, primarily due to the mark-tomarket loss on our foreign currency contracts.
Sales in Q2, Q3 and Q4 2008 were higher due
to an increase in production and sales volumes.
In addition, Q4 sales were also higher due to the
weakening of the Canadian Dollar in relation to
the U.S. Dollar.

Liquidity and Capital Resources
CASH PROVIDED
BY OPERATING ACTIVITIES

For Fiscal 2008, cash flow provided by operating
activities was $17.6 million, compared to cash
flow provided by operations of $20.3 million for
Fiscal 2007. Fiscal 2008 recorded a net loss of
$6.9 million compared to net income of $23.4
million in Fiscal 2007. The loss in Fiscal 2008
was due to a non-cash mark-to-market loss
on the write-down of foreign currency forward
contracts of $17.0 million versus a non-cash
mark-to-market gain on foreign currency
forward contracts of $6.3 million in Fiscal 2007.
In addition, Fiscal 2008 incurred a $4.3 million
non-cash unrealized loss on foreign exchange

POLLARD BANKNOTE INCOME FUND

compared to a non-cash unrealized gain on
foreign exchange of $2.2 million in Fiscal 2007.
After adjusting for the non-cash impact of foreign
currency fluctuations, Fiscal 2008 operations
generated similar amounts of cash to Fiscal 2007.
Changes in the non-cash component of working
capital provided a decrease in cash flow from
operations of $2.8 million for Fiscal 2008,
compared to an increase in cash flow during
Fiscal 2007, of $1.0 million. The net use of cash
in Fiscal 2008 was primarily the result of a net
increase in inventory levels due to increasing
production levels and increased accounts
receivable due to higher sales. The net increase
in cash in Fiscal 2007 is primarily the result of
lower levels of inventory due to lower production
volumes in the fourth quarter.
CASH USED IN INVESTING ACTIVITIES

In Fiscal 2008, cash used in investing activities
was $10.5 million (net) including $0.8 million
in maintenance capital expenditures and $18.7
million in growth capital expenditures. Cash
provided by investing activities included $7.9
million in proceeds from sale of property, plant
and equipment, $0.9 million in receipts on
the net investment in leases, and $0.2 million
decrease in other assets. Maintenance capital
expenditures are made to maintain existing
levels of production and service and are funded
from operating cash flow. Growth capital
expenditures are made to expand Pollard LP’s
business or generate cost savings and are
excluded from the calculation of distributable
cash. Growth capital expenditures are incurred
only when it is expected that they would
ultimately result in increased distributable cash.

In Fiscal 2008 the level of growth capital
expenditures increased relative to 2007 due
to expenditures related to the start up of the
new production facility in Sault Ste. Marie of
approximately $1.2, expenditures related to the
start up of the new press line in Winnipeg for
approximately $13.5 million and the purchase of
the previously leased land and building in Council
Bluffs, Iowa for approximately US$3.3 million.
The Council Bluffs property was in turn sold to
an affiliate of Equities for the same purchase
price of US$3.3 million. An undeveloped piece
of land in Winnipeg was also sold to an affiliate
of Equities for $0.7 million, generating a $0.5
million gain. Both sales values were determined
through independent sources.
During the year Pollard LP also sold a building
and land in Winnipeg, Manitoba, to an unrelated
party for total proceeds of $3.2 million
generating a $1.7 million gain.
During Fiscal 2007, growth capital expenditures
included the completion of our automated finishing
and packaging line and a new pouching line.
CASH USED IN FINANCING ACTIVITIES

Cash used in financing activities was $13.5 million
in Fiscal 2008, representing the distributions
paid to Unitholders of $22.6 million offset by an
increase in long-term debt of $9.0 million used to
finance the purchase of the new press.
During Fiscal 2007, cash used in financing
activities was $23.2 million representing the
distributions paid of $22.6 million and a decrease
in the loan to Pollard Equities Limited due to a
change in the timing of the Class C Distributions
from quarterly to monthly.
As at December 31, 2008, Pollard LP had
available net operating lines of credit of
approximately $15.4 million, which is available
to be used to meet future working capital
requirements, contractual obligations, capital
expenditures and distributions.

Pollard LP’s distributions accrue on a monthly
basis to holders of record of Class A, Class B
and Class C LP Units on the last business day
of the month.
For Fiscal 2008 the distributions declared per
Class A, Class B and Class C LP Units were
$0.9504. Total distributions declared were $22.6
million. Distributions totaling $1.9 million were
accrued as at December 31, 2008, and were paid
to the holders of the Class A, Class B and Class
C LP Units on January 15, 2009.

Productive Capacity
Management has defined productive capacity
as the level of operations necessary to maintain
the current distributable cash target of $0.9504
per fully-diluted LP Unit or $22.4 million on an
annualized basis. Due to varying factors implicit
in the nature of the lottery industry and the
instant ticket market, productive capacity can
best be measured through a financial output
such as distributable cash. A number of factors
impact the levels of distributable cash including
physical plant capacity, machine capacity, nature
of product and service offerings produced
and mix of customers. Adjusted Distributable
Cash generated since going public, August 5,
2005, is $73.1 million and distributions from
that time were $76.2 million. The payout ratio,
since August 5, 2005, is 104.3%. Changes to
productive capacity since August 5, 2005, have
occurred primarily through expenditures on
fixed assets and improved processes and other
internal improvement measures, largely offset
by impacts of changes in foreign exchange
relationships, primarily the strengthening of the
Canadian dollar relative to the U.S. dollar.
There have been no increases in productive
capacity due to acquisitions since August 5, 2005.
Pollard LP’s strategy with respect to productive
capacity is to expend the required funds and
resources to maintain the assets required
to generate the targeted distributable cash.
In addition, dependent on certain market
conditions and limitations on available funds,
projects are incurred to increase cash inflow
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or decrease cash outflow, in order to grow
distributable cash. The nature of the lottery
industry does not in itself lead to significant
obsolescence risk with the operating assets.
To grow productive capacity, ongoing
investment in new technology, new fixed assets
and new intangible assets is required. Pollard
LP utilizes a number of individual strategies
to maintain and grow productive capacity
including a rigorous capital expenditure budget
and formal approval process, flexible individual
customer management relationships and
structured maintenance programs throughout
all of the facilities.
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An important component to managing and
growing productive capacity is the management
of certain intangible assets, including customer
contracts and relationships, patents, computer
software, assembled workforce and goodwill.
Certain of these assets are reflected in the
Fund’s financial statements but not the financial
statement of Pollard LP due to the use of
continuity of interest method of accounting during
the transfer of the business August 5, 2005.
Management focuses on maintaining and
growing the value of the customer relationship
through winning contract extensions and
renewals, pursuing and obtaining new contracts
and assisting existing customers growing their
instant ticket product lines. Regular commitment
to research and development allows continual
development of patents, software and additional
technological assets that maintain and increase
future distributable cash. Detailed cost benefit
analysis is performed for any significant
investment of funds or resources in order to
minimize the associated risks that these assets
will not be able to generate the expected level of
distributable cash. Where new opportunities are
identified, such as a new marketing opportunity
or a new machine or process able to reduce
input costs, consideration is given to revise plans
and take advantage of these prospects.

POLLARD BANKNOTE INCOME FUND

Certain risks are associated with projects
aimed at increasing the productive capacity,
including increases in working capital,
acquisition or development of intellectual
property, development of additional products or
services and purchases of fixed assets. If these
investments fail to increase distributable cash,
then productive capacity will ultimately decrease
over time due to the consumption of these
investment resources. The impact on productive
capacity may also depend upon the completion
and start up timing of certain investment projects.

Working Capital
Net non-cash working capital varies throughout
the year based on the timing of individual sales
transactions. The nature of the lottery industry
is few individual customers who generally order
large dollar value transactions. As such, the
change in timing of a few individual orders can
impact significantly the amount required to be
invested in inventory or receivables at a particular
period end. The high value, low number of
transactions results in some significant volatility
in non-cash working capital, particularly during
a period of rising volumes. Similarly, the timing
of the completion of the sales cycle through
collection can significantly reduce non-cash
working capital.
Instant tickets are produced specifically
for individual clients resulting in a limited
investment in inventory. Customers are
predominately government agencies, which
results in regular payments. These factors assist
in a reasonably quick turnover in net working
capital. There are a limited number of individual
customers, and therefore net investment in
working capital is managed on an individual
customer by customer basis, without the need
for company wide benchmarks.

The overall impact of seasonality does not have a material impact on the carrying amounts in working
capital. Overall fluctuations of working capital do not have an impact on distributions as fluctuations are
financed through the use of the operating line facility, and have been excluded from the calculation of
Adjusted Distributable Cash.
			

DECEMBER 31, 2008

DECEMBER 31, 2007

Working Capital			

$13.0		

$17.4

Total Assets				

$112.2		

$104.3

Total Long Term Liabilities		

$59.6		

$46.9

Credit Facilities
Pollard LP’s credit facilities include a demand
operating facility and a committed term bank loan
facility. The demand operating facility includes
up to $20.0 million for its Canadian operations
and up to $9.8 million (US$8.0 million) for its
U.S. subsidiaries. The committed term bank
loan facility provides loans of up to $41.0 million
for its Canadian operations and up to $18.0
million (US$14.8 million) for its U.S. subsidiaries.
Borrowings under these credit facilities bear
interest at fixed and floating rates based on
Canadian and U.S. prime bank rates, banker’s
acceptances or LIBOR. At December 31, 2008,
the balance outstanding under the demand
operating facilities, other than letters of credit of
$1.2 million, was $13.1 million and the committed
term bank loan facilities were fully drawn.
At December 31, 2008, Pollard LP had entered
into interest rate swaps to fix the interest rate
on approximately 75% of the outstanding longterm debt.
Pollard LP’s credit facilities are secured by a
first security interest in all of the present and
after acquired property of Pollard LP and its
operating subsidiaries. The term bank loan
facility can be prepaid without penalties. Under
the terms of the agreement, the term facility
is committed for a one-year period, renewable
August 31, 2009. If the term facility is not
renewed, the term loans are repayable two
years after the term loan expiry date. As such,
each term facility has effectively a three-year
term expiring August 31, 2011, with no principal
payments required prior to expiration.

Under the terms and conditions of the credit
facility agreement Pollard LP is required to
maintain certain financial covenants including
working capital ratios, debt to earnings before
interest, income taxes, depreciation and
amortization (“EBITDA”) ratios and certain
debt service coverage ratios. As at December
31, 2008, Pollard LP is in compliance with all
financial covenants.
Pollard Banknote believes that its credit
facilities and ongoing cash flow from operations
will be sufficient to allow it to meet ongoing
requirements for investment in capital
expenditures, working capital and distributions
at existing business levels.

Outstanding Unit Data
As at March 4, 2009, December 31, 2008,
and December 31, 2007, outstanding unit data
was as follows:
CLASS A LP UNITS

6,285,700

CLASS B LP UNITS

13,725,984

CLASS C LP UNITS

3,531,474

GENERAL PARTNER UNITS

106,945
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Contractual Obligations
Pollard LP and its subsidiaries rent premises and equipment under long-term operating leases.
The following is a schedule by year of commitments and contractual obligations outstanding:
(MILLIONS OF DOLLARS)
TOTAL

Long-term debt

<1YEAR

1-3 YEARS

4-5 YEARS

THEREAFTER

$59.0

-

$59.0

-

-

Other long-term liabilities

$0.6

-

$0.6

-

-

Interest on long-term debt1

$8.9

$3.7

$5.2

-

-

Operating leases

$20.7

$2.1

$3.7

$3.5

$11.4

Total

$89.2

$5.8

$68.5

$3.5

$11.4

1

Interest on long-term debt includes interest related to the interest rate swap agreements.

Long-Term Incentive Plan
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The officers of Pollard Banknote Limited and key employees of Pollard LP are eligible to participate
in the long-term incentive plan of the Fund (the “LTIP”). The purpose of the LTIP is to provide eligible
participants with compensation opportunities that will enhance Pollard LP’s ability to attract, retain and
motivate key personnel and reward officers and key employees for significant performance that results
in Pollard LP exceeding its per LP Unit distributable cash targets. Pursuant to the LTIP, Pollard LP will
set aside a pool of funds based upon the amount, if any, by which Pollard LP’s consolidated distributable
cash per fully diluted LP Unit exceeds certain defined distributable cash targets. Pollard LP will provide
for either cash payments or the purchase of Fund Units in the market with this pool of funds.
The LTIP is administered by the management of Pollard LP. The Compensation Committee,
on the recommendation of the management of Pollard LP, will determine: (i) those individuals who
will participate in the LTIP; (ii) the level of participation of each participant; and (iii) the time or times
when LTIP awards will be paid to each participant.

POLLARD BANKNOTE INCOME FUND

The LTIP provides for awards that may be earned based on the amount by which distributable
cash per annum per LP Unit exceeds a base threshold per annum equal to the distribution target.
The percentage amount of that excess which forms the LTIP incentive pool will be determined in
accordance with the table below:
Percentage by which distributable cash
per Partnership Unit exceeds the base

Percentage of excess
distributable cash

5% or less

10%

over 5% but less than 10%
		

10% of the first 5% plus 15%
of any excess over 5%

over 10%
		

10% of the first 5% plus 15% of the next 5%
plus 20% of any excess over 10%

Annualized distributable cash target is $0.9504 per LP Unit.

The base threshold is subject to adjustment, by the Compensation Committee. For purposes of the
LTIP, distributable cash will be calculated in a manner consistent with the definition of EBITDA.
During the years ended December 31, 2008, and December 31, 2007, based on cash available for
distribution per LP Unit not exceeding the base threshold, no provision for LTIP awards has been accrued.

Pension Obligations

Related Party Transactions

Pollard LP sponsors four non-contributory
defined benefit pension plans, of which three
are final pay plans and one is a flat benefit
plan. As of December 31, 2008, the aggregate
fair value of the assets of Pollard LP’s defined
benefit pension plans was $14.6 million, while
the accrued benefit plan obligation was $14.7
million, resulting in an aggregate deficit of
$0.1 million. Pollard LP’s total annual funding
contribution for all pension plans in 2008 is
expected to be approximately $2.4 million, not
materially different from 2008, so long as longterm expectations of fund performance for the
defined benefit plans are met.

During the year, Pollard Equities Limited paid to
Pollard Banknote LP $0.07 million (2007 – $0.04
million) in accounting and administration fees.

Off-Balance Sheet Arrangements
Other than the operating leases described
previously, Pollard LP has no other off-balance
sheet arrangements.

Pollard LP sold two properties to an affiliate
of Equities. The land and building housing the
operations in Council Bluffs, Iowa was sold for
US$3.3 million, the same price Pollard LP had
previously purchased the property for in March
2008 from an unrelated third party.
An undeveloped piece of land in Winnipeg was
sold for $0.7 million, generating a $0.5 million
gain. Both sales values were determined through
independent sources.
The Council Bluffs, Iowa property was subsequently
leased back to Pollard LP for a ten year term with
annual lease payments of US$0.26 million.
During 2008 Pollard LP entered into a lease for
a new facility in Winnipeg. The building leased is
owned by an affiliate of Pollard Equities Limited.
The lease covers approximately 160,000 sq. ft.
of developed manufacturing and office space for
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a period of 12 years and 6 months, beginning
October 1, 2008, with an option to renew for a
period of 30 months, at an annual lease rate of
approximately $1.3 million.
The lease terms in the above noted leases were
reviewed by independent counsel to ensure they
were consistent with current fair market terms.
Pollard Equities Limited purchased 47,700 Units
during the year on the open market under a normal
course purchase bid announced on May 7, 2008.
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On August 5, 2005, the Fund, the Trust and the
General Partner of Pollard LP entered into a
Support Agreement. Under the terms of the
Support Agreement, the General Partner will
provide certain management, administrative
and support services to the Fund and Trust and
will be reimbursed for all direct and indirect
costs and expenses it incurs in the provision of
services pursuant to the Support Agreement.
During the year ended December 31, 2008, these
reimbursed costs amounted to $0.2 million
(2007 - $0.2 million).

Critical Accounting Policies
and Estimates
The preparation of the financial statements
in conformity with Canadian GAAP requires
management to make estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the dates of the financial
statements and the reported amounts of revenue
and expenses during the reporting period.
Management of Pollard LP regularly reviews its
estimates and assumptions based on historical
experience and various other assumptions that
it believes would result in reasonable estimates
given the circumstances. Actual results could
differ from those estimates under different
assumptions. The following is a discussion of
accounting policies which require significant
management judgment and estimation.

POLLARD BANKNOTE INCOME FUND

GOODWILL

Goodwill represents the excess of the purchase
price over the fair value of the net assets
acquired of the U.S. subsidiaries and is not
amortized. Goodwill is subject to an annual
impairment review to ensure its fair value
remains greater than, or equal to, book value.
The impairment test is carried out in two steps.
In the first step, the carrying amount of the
reporting unit is compared with its fair value.
When the fair value of a reporting unit exceeds its
carrying amount, goodwill of the reporting unit is
considered not to be impaired and the second step
of the impairment test is unnecessary. The second
step is carried out when the carrying amount of
a reporting unit exceeds its fair value, in which
case the implied fair value of the reporting unit’s
goodwill is compared with its carrying amount to
measure the amount of the impairment loss, if any.
The implied fair value of goodwill is determined
in the same manner as the value of goodwill is
determined, using the fair value of the reporting
unit as if it was the purchase price. When the
carrying amount of the reporting unit’s goodwill
exceeds the implied fair value of the goodwill,
an impairment loss is recognized. Pollard LP
performed the impairment tests and the goodwill
has been found to not be impaired.
FINANCIAL INSTRUMENTS

Pollard LP may use certain derivative financial
instruments to manage risks of fluctuation
in interest rates and foreign exchange rates.
Pollard LP does not engage in the trading of
these derivative financial instruments for profit.
Pollard LP and its subsidiary Pollard Holdings,
Inc., may enter into interest rate swap
agreements in order to limit exposure to
increases in interest rates and fix interest rates
on certain portions of long-term debt. Pollard
LP applies hedge accounting for the interest rate
swap agreements. The effective portion of the
gain or loss on the hedging item is recognized
in other comprehensive income and any
ineffective portion is recognized in net income.
Payments and receipts under interest rate swap

agreements designated as effective hedges are
recognized as adjustments to interest expense
on long-term debt in the same period that the
underlying hedged transactions are recognized.
Pollard LP formally documents the relationship
between the hedging instrument and the hedged
item, as well as the nature of the specific risk
exposure being hedged and the intended term of
the hedging relationship. The effectiveness of the
hedge is assessed at inception and throughout
the term of the hedge. Any hedging transactions
that do not qualify for hedge accounting are
marked-to-market at each period end with any
resulting gains or losses recorded in income.
Pollard LP may enter into foreign currency
forward contracts to limit exposure on certain
recognized assets or liabilities, firm commitments,
or foreign currency risk in an unrecognized firm
commitment. The foreign currency contracts are
recognized in the balance sheet and measured at
fair value, with changes in fair value recognized
currently in the statement of income.
INCOME TAXES

Pollard LP is not a taxable entity, and accordingly,
no provision for income taxes has been included
in the consolidated financial statements since all
income, deductions, gains, losses and credits are
reportable on the tax return of the partners.
Pollard LP’s incorporated subsidiaries are taxable
entities and as such, income taxes are recorded
to reflect the expected future tax consequences
of temporary differences between the carrying
amounts of assets and liabilities and their tax
basis. Future income tax assets and liabilities are
determined based on the enacted or substantively
enacted tax rates, which are expected to be in
effect when the underlying items of income and
expense are expected to be realized. Valuation
allowances are established when necessary
to reduce the future tax assets to the amounts
expected to be realized. The effect on future tax
assets and liabilities of a change in tax rates is
recognized in income in the period that includes
the date of enactment or substantive enactment.

LEASES

In some instances, one of Pollard LP’s
subsidiaries will lease vending machines
to third-party customers. Depending on the
specific terms contained in the lease agreements,
the lease is either classified as an operating lease
or capitalized as a sales-type lease.
Pollard LP’s subsidiary’s leasing operations
consist principally of the leasing of Instant Ticket
Vending Machines (ITVM) with state lotteries and
Pull-tab Vending Machines (PTVM) with various
private establishments. These leases are classified
as sales-type leases. The ITVM and PTVM leases
have terms ranging from three to five years. The
net investment in sales-type leases consists of
the present value of the future minimum lease
payments. Interest revenue is recognized as a
constant percentage return on the net investment.

Changes in Accounting Policies
CAPITAL DISCLOSURES AND FINANCIAL
INSTRUMENTS – PRESENTATION AND
DISCLOSURE

Effective the commencement of its 2008 fiscal year,
Pollard LP has adopted the Canadian Institute of
Chartered Accountants (CICA) Handbook Section
1535, Capital Disclosures, Section 3862, Financial
Instruments – Disclosures and Section 3863 Financial
Instruments – Presentation.
Section 1535 establishes disclosure
requirements about an entity’s capital and how
it is managed. The purpose will be to enable
users of the financial statements to evaluate the
entity’s objectives, policies and processes for
managing capital.
Section 3862 and 3863 replaced Section
3861, Financial Instruments – Disclosure and
Presentation, revising and enhancing its
disclosure requirements, and carrying forward
unchanged its presentation requirements.
These new sections place increased emphasis
on disclosures about the nature and extent of
risks arising from financial instruments and
how the entity manages those risks.
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INVENTORIES

The CICA issued Section 3031, Inventories,
which replaced Section 3030, Inventories,
and is effective for fiscal years beginning on or
after January 1, 2008. Section 3031 provides
more extensive guidance on measurement,
and expands disclosure requirements to
increase transparency. The Partnership’s
accounting policy for inventories is consistent
with measurement requirements in the new
standard and therefore the results of the
Partnership will not be impacted, however,
additional disclosure is required in relation to
inventories carried at net realizable value and
the amount of any write-downs of inventories.
This new section does not have a material
impact on its consolidated financial statements.

Future Changes in Accounting Policies
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In January 2006, the Accounting Standards Board
of Canada (“AcSB”) announced that accounting
standards in Canada are to converge with the
International Financial Reporting Standards
(“IFRS”). Canadian publicly accountable
enterprises must adopt IFRS for their interim and
annual financial statements relating to fiscal years
beginning on or after January 1, 2011. Pollard LP
is currently assessing the impact of these new
standards on its consolidated financial statements.
Pollard LP has adopted the following new
accounting standards on January 1, 2009.
GOODWILL AND INTANGIBLES

In February, 2008, the CICA issued Section 3064,
Goodwill and Intangible Assets, replacing Section
3062, Goodwill and Other Intangible Assets, as well
as Section 3450, Research and Development Costs.
pg
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Section 3064 states that upon their initial
identification, intangible assets are to be
recognized as assets only if they meet the
definition of an intangible asset and meet the
standards on the recognition, measurement,
presentation and disclosure for goodwill and
intangible assets. Section 3064 also provides
further information on the recognition
of internally generated intangible assets
(including research and development costs).
As for subsequent measurement and disclosure
of intangible assets and goodwill, Section 3064
carries forward the requirements of the old
Section 3062.
The new section applies to annual and interim
financial statements relating to fiscal years
beginning on or after October 1, 2008. Pollard LP
does not expect this new section to have a material
impact on its consolidated financial statements.
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Industry Risks and Uncertainties
Pollard LP is exposed to a variety of business
and industry risks. A summary of the major risks
faced by Pollard LP is noted below.
DEPENDENCE ON KEY PRODUCTS

Instant lottery tickets and related services
accounted for approximately 88% of Pollard
LP’s Fiscal 2008 revenues. Pollard LP’s financial
results and condition are substantially dependent
on the continued success and growth in sales of
this product and the profitability of such sales.
Competitive efforts by other manufacturers of
similar or substitute products, shifts in consumer
preferences or the introduction and acceptance
of alternative product offerings could have a
material adverse effect on Pollard LP’s business,
financial condition, liquidity and results of
operations, and the amount of cash available for
distribution to Unitholders.
ECONOMIC UNCERTAINTY

Considerable economic uncertainty and concern
over possible recessions and economic downturns
have dominated the news in the past few months.
Instant lottery tickets and related services
account for approximately 88% of revenue and
Pollard LP’s financial results and condition
are substantially dependent on the continued
success and growth in sales of this product and
the profitability of such sales. Historically the
lottery industry, and particularly the instant ticket
product lines, has not shown any significant
negative impact during downturns in the economic
cycles. At the present time Pollard LP foresees
minimal impact on its operations or product
demand due to the current uncertainty and
volatility in the economic landscape. Significant
shifts in consumer preferences or the introduction
and acceptance of alternative product offerings
could have a material adverse effect on Pollard
LP’s business, financial condition, liquidity and
results of operations, and ultimately the amount
of cash available for distribution to Unitholders of
the Fund.

INABILITY TO SUSTAIN SALES
OR EBITDA MARGINS

Pollard LP’s income depends upon its ability to
generate sales to customers and to sustain its
EBITDA margins. These margins are dependent
upon Pollard Banknote’s ability to continue
to profitably sell lottery tickets and gaming
products and to continue to provide products and
services that make it the supplier of choice to
its customers. If Pollard LP’s costs of goods or
operating costs increase, or other manufacturers
of gaming products could compete more
favourably with it, Pollard LP may not be able
to sustain its level of sales or EBITDA margins.
In this case, amounts of cash available for
distribution to Unitholders could be reduced.
DEPENDENCE ON MAJOR CUSTOMERS

Pollard LP’s 10 largest customers accounted for
approximately 62% of its revenue during Fiscal
2008. Pollard LP’s largest customer accounted for
10% of Pollard LP’s revenues during Fiscal 2008.
The nature of the worldwide lottery industry limits
the absolute number of lottery operations. As is
customary in the industry, Pollard LP does have
long-term contracts with most of its customers.
However, most allow the customer to cancel the
contract at will and none guarantee volumes or
order levels. A significant reduction of purchases
by any of Pollard LP’s largest customers could
have a material adverse effect on Pollard LP’s
business, financial condition, liquidity and results
of operations including the amount of cash
available for distributions to Unitholders.
EXCHANGE RATE FLUCTUATION

A significant portion of Pollard LP’s revenues and
expenses principally related to its U.S. operations,
sales and to the purchase of raw materials,
are denominated in U.S. dollars. Furthermore,
although certain raw materials may be purchased
in Canadian dollars, they may have inputs that are
denominated in foreign currencies. Any changes
in the exchange rate between the Canadian
dollar and these foreign currencies could have
a material effect on the results of Pollard
Banknote. The Fund’s distributions to Unitholders
are denominated in Canadian dollars.
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For the purposes of financial reporting, any change
in the value of the Canadian dollar against the U.S.
dollar during a given financial reporting period
would result in a foreign exchange loss or gain on
the translation of any U.S. dollar monetary assets
and liabilities. Further, Pollard LP’s reported
earnings could fluctuate materially as a result
of revenues and expenses denominated in U.S.
dollars under Canadian GAAP. There can be no
assurance that changes in the currency exchange
rate will not have a material adverse effect on the
Fund or on its ability to maintain a consistent level
of distributions in Canadian dollars.
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The weakening Canadian dollar relative to the
U.S. dollar does result in a non-cash mark-tomarket loss on our hedge portfolio. Accounting
rules require recognition each quarter of the
mark-to-market value of our foreign currency
forward contracts. This loss is non-cash, and,
assuming the exchange rate stays unchanged,
will be realized over the next 21 months, when it
will be offset by a corresponding increase in our
gross margin due to the weaker Canadian dollar.
Gains on U.S. dollar denominated monetary
assets and losses on U.S. dollar liabilities
will also be recognized due to the weakening
Canadian dollar which may impact the resulting
cash flow in the future.
ADDITIONAL CAPITAL REQUIREMENTS

Pollard LP believes that its future operating
income will be sufficient to fund operations
and planned capital expenditures, including
completion of the new press line. However,
the Fund or Pollard LP may be required to raise
additional capital in the future if it decides to
make additional acquisitions.
The availability of future borrowings and access
to capital markets for longer-term future
financing depends on prevailing conditions and
the acceptability of financing terms offered.
There can be no assurances that future
borrowings or equity financing will be available
or available on acceptable terms.

POLLARD BANKNOTE INCOME FUND

COMPETITION

The instant ticket and charitable gaming
business is highly competitive, and Pollard LP
faces competition from a number of domestic
and foreign instant ticket manufacturers and
other competitors. Pollard LP currently has two
instant ticket competitors in North America:
Scientific Games International, Inc. and Gtech
Printing Corporation. Charitable gaming
competitors include a number of manufacturers
such as Arrow International, Inc., International
Gamco, Inc. and Universal Manufacturing, Inc.
Internationally, there are a number of lottery
instant ticket vendors which compete with Pollard
LP including Scientific Games International,
Gtech, and the Eagle Press Group of Companies.
Some of Pollard LP’s competitors have longer
operating histories, greater name recognition,
larger customer bases and greater financial,
technical and marketing resources than
Pollard LP. These resources may allow them
to respond more quickly than Pollard LP can to
new or emerging technologies and to changes
in customer requirements. It may also allow
them to devote greater resources than Pollard
LP can to the development, promotion and sale
of their products. Pollard LP’s competitors may
also engage in more extensive research and
development, undertake more far reaching
marketing campaigns and adopt more aggressive
pricing policies. The market for Pollard LP’s
products is highly competitive at both the lottery
and charitable gaming levels. Pollard LP expects
competition to continue to be intense because
of capacity in its markets. Pollard LP also faces
competition from emerging and existing lottery
and charitable gaming products, such as internet
gaming products and video lottery terminals.
Competition from these and other gaming
products may weaken demand for
Pollard LP’s products.

LICENSING AND REGULATORY
REQUIREMENTS

Pollard LP is subject to regulation in most
jurisdictions in which its products are sold
or used by persons or entities licensed
to conduct gaming activities. The gaming
regulatory requirements vary from jurisdiction
to jurisdiction and licensing, other approval or
finding of suitability processes with respect to
Pollard LP, its personnel and its products, can
be lengthy and expensive. Many jurisdictions
have comprehensive licensing, reporting and
operating requirements with respect to the sale
and manufacture of bingo and bingo related
products, including bingo paper and pull-tab
tickets. These licensing requirements have a
direct impact on the conduct of the day-to-day
operations of Pollard LP. Generally, gaming
regulatory authorities may deny applications
for licenses, other approvals or findings
of suitability for any cause they may deem
reasonable. There can be no assurance that
Pollard LP, its products or its personnel will
receive or be able to maintain any necessary
gaming licenses, other approvals or findings of
suitability. The loss of a license in a particular
jurisdiction will prohibit Pollard LP from selling
products in that jurisdiction and may prohibit
Pollard LP from selling its products in other
jurisdictions. The loss of one or more licenses
held by Pollard LP could have an adverse effect
on the business.
Certain jurisdictions require extensive personal
and financial disclosure and background checks
from persons and entities beneficially owning
a specific percentage (typically five percent or
more) of a vendor’s securities. The failure of
beneficial owners of Pollard LP’s securities
to submit to background checks and provide
such disclosure could result in the imposition
of penalties upon these beneficial owners and
could jeopardize the award of a lottery contract
to Pollard LP or provide grounds for termination
of an existing lottery contract.

INCOME AND OTHER TAXES

Pollard LP is subject to capital taxes and its
incorporated subsidiaries are subject to Canadian
federal and U.S. federal, state and withholding
taxes. As taxing regimes change their tax basis
and rates or initiate reviews of prior tax returns,
Pollard LP could be exposed to increased costs of
taxation, which would reduce the amount of funds
available to distribute to Unitholders.
INTELLECTUAL PROPERTY

Pollard LP’s commercial success depends,
in part, on its ability to secure and protect
intellectual property rights that are important
to its business, including patent, trademark,
copyright, and trade secret rights, to operate
without infringing third party intellectual property
rights and to avoid having third parties circumvent
the intellectual property rights that Pollard LP
owns or licenses. In particular, the patents and
trade marks Pollard LP owns or licenses may not
be valid or enforceable. In addition, Pollard LP
cannot be certain that its proprietary technology
affords a competitive advantage, does not infringe
third party rights, or will not need to be altered
in response to competing technologies. Pollard
LP also cannot be certain that technologies
developed in the future will be the subject of valid
and enforceable intellectual property rights.
In addition, litigation may be necessary to
determine the scope, enforceability and validity
of third party intellectual property rights or
to establish Pollard LP’s intellectual property
rights. Regardless of merit, any such litigation
could be time consuming and expensive, divert
management’s time and attention, subject Pollard
LP to significant liabilities, require Pollard LP to
enter into costly royalty or licensing agreements,
or require Pollard LP to modify or stop using
intellectual property that it owns or licenses.
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INTEREST RATES

Financial Instruments

Pollard LP has certain floating rate loans and
may be negatively impacted by increases in
interest rates, the effects of which would be
to reduce the amount of cash available for
distributions to the Unitholders.

Pollard LP is exposed to financial risks that arise
from fluctuations in interest rates and foreign
exchange rates and the degree of volatility of
these rates, liquidity risk and credit risk. Pollard
LP uses financial instruments, from time to time,
to manage these risks.

Pollard LP has in place hedging arrangements
to mitigate a portion of interest rate fluctuation
risk, but there can be no assurance that changes
in interest rates will not have a material adverse
effect on Pollard LP or on its ability to maintain a
consistent level of distributions in Canadian dollars.
FUTURE ACQUISITION
AND INTEGRATION RISKS
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To grow by acquisition, Pollard LP must identify
and acquire suitable acquisition candidates at
attractive prices and successfully integrate any
acquired businesses with its existing operations.
If the expected synergies from acquisitions do
not materialize or Pollard LP fails to successfully
integrate any new businesses into its existing
business, Pollard LP’s financial performance
could be significantly impacted. To the extent
that businesses acquired by Pollard LP or their
prior owners failed to comply with or otherwise
violated applicable laws, Pollard LP, as a
successor owner, may be financially responsible
for these violations.
In connection with future acquisitions by Pollard
LP, there may be liabilities that Pollard LP failed
or was unable to discover in its due diligence
prior to the consummation of the acquisition.
The discovery of any material liabilities could
have a material adverse effect on Pollard LP’s
business, financial condition, liquidity and results
of operations or future prospects.

Pollard LP’s risk management policies are
established to identify and analyze the risks,
to set appropriate risk limits and controls to
monitor risks and adherence to limits. The Audit
Committee oversees how management monitors
compliance with Pollard LP’s risk management
policies and procedures. The Audit Committee
is assisted in its oversight role by Internal
Audit, who undertakes regular reviews of risk
management controls and utilizes the annual
risk assessment process as the basis for the
annual audit plan.
RISK EXPOSURE
CURRENCY RISK

Pollard LP sells a significant portion of its
products and services to customers in the
United States and to international customers
where sales are denominated in U.S. dollars.
In addition, a significant portion of its cost
inputs are denominated in U.S. dollars. Pollard
LP also generates a small amount of revenue
in currencies other than Canadian and U.S.
dollars, primarily in Euros.
In addition, translation differences arise when
foreign currency monetary assets and liabilities
are translated at foreign exchange rates that
change over time.
INTEREST RATE RISK

Pollard LP is exposed to interest rate risk
relating to its fixed and floating rate instruments.
Fluctuation in interest rates will have an
effect on the valuation and repayment of these
instruments. Interest rate swap agreements are
used to mitigate this risk.

POLLARD BANKNOTE INCOME FUND

CREDIT RISK

Credit risk in the risk of financial loss if
a customer or counterpart to a financial
instrument fails to meet its financial obligations.
LIQUIDITY RISK

Liquidity risk is the risk that Pollard LP will not
be able to meet its financial obligations as they
fall due.
RISK MANAGEMENT
CURRENCY RISK

Pollard LP utilizes a number of tools to manage
its foreign currency risk including sourcing its
manufacturing facilities in the U.S. and sourcing
other cost of goods sold in U.S. dollars.
Two manufacturing facilities are located in the
U.S. and a significant amount of cost inputs for
all production facilities are denominated in U.S.
dollars, offsetting a large portion of the U.S.
dollar revenue in a natural hedge. Pollard LP
also utilizes foreign currency forward contracts
to hedge the net U.S. dollar exposure.
In order to manage Pollard LP’s exposure
to exchange rate fluctuations on U.S. dollar
denominated cash flow, Pollard LP has entered
into foreign currency contracts to exchange
US$3.0 million each month for approximately
$3.1 million Canadian for 21 months from
January 2009 to September 2010. The foreign
currency contracts are recognized in the
balance sheets and measured at fair value,
which at December 31, 2008, represented a
liability of $10.6 million while at December 31,
2007, the fair value of these contracts was an
asset of $6.4 million.
A 50 basis point strengthening/weakening in the
foreign exchange rate between the Canadian and
U.S. dollar would decrease/increase the income
before income taxes by $0.3 million for the year
ended December 31, 2008, due to the change
in the value of the mark-to-market value of the
foreign currency contracts.

As at December 31, 2008, the amount of financial
liabilities denominated in U.S. exceeds the
amount of financial assets denominated in U.S.
dollars by approximately $7.4 million. A 50 basis
point weakening/strengthening in the value of the
Canadian dollar relative to the U.S. dollar would
result in a decrease/increase in net income of
approximately $0.04 million.
INTEREST RATE RISK

Pollard LP utilizes interest rate swaps to
mitigate these risks by hedging a portion of longterm debt. Interest rates relating to the bank
indebtedness are not hedged. As at December
31, 2008, approximately 75% of the long-term
debt was hedged through the use of interest
rate swaps, allowing Pollard LP and one of its
subsidiaries to receive interest at floating rates
and pay interest at a fixed rate.
Pollard LP entered into two interest rate swap
agreements effectively converting variable rate
debt obligations in the amount of $27 million with
underlying current floating rates of 3.36 percent
plus applicable credit margin to a fixed rate of
4.44 percent plus applicable credit margin from
August 2, 2008 to August 31, 2009, and to a fixed
rate of 4.99 percent plus applicable credit margin
from August 31, 2009 to August 31, 2010.
Pollard Holdings, Inc., a subsidiary, entered into
three interest rate swap agreements effectively
converting variable rate debt obligations in the
amount of $18.0 million (US$14.8 million) with
underlying current floating rates of 3.11 percent
plus applicable credit margin to a fixed rate of
5.20 percent plus applicable credit margin from
August 5, 2008 to August 31, 2009, to a fixed rate
of 4.72 percent plus applicable credit margin
from August 31, 2009 to August 31, 2010, and to
a fixed rate of 2.95 percent plus applicable credit
margin from August 31, 2010 to August 31, 2011.
A 50 basis point decrease/increase in interest
rates would result in an increase/decrease in
income before income taxes of $0.3 million for
the year ended December 31, 2008.
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CREDIT RISK

Credit risk on Pollard LP’s accounts receivable
is minimized since they are mainly from
governments and their agencies and are
collected in a relatively short period of time.
Credit risk on Pollard LP’s net investment
in leases is minimized since they are with
governments and their agencies or dispersed
among a large, diversified group of customers.
Credit risk on foreign currency and interest
rate swap contracts is minimized since the
counterparties are restricted to Schedule 1
Canadian financial institutions.
The carrying amount of accounts receivables
is reduced through the use of an allowance
account and any adjustment to the allowance
account is recognized in the statement of income
within selling and administration expense. When
a receivable balance is considered uncollectible,
it is written off against the allowance account.
LIQUIDITY RISK
pg
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Pollard LP’s approach is to ensure, as far as
possible, that it will always have sufficient liquidity
to meet its liabilities when due. In addition Pollard
LP maintains demand operating facilities including
up to $20 million for its Canadian operations and
up to $9.8 million (US$8.0 million) for its U.S.
subsidiaries. At December 31, 2008, the unused
balance available for drawdown was $15.4 million.
The 2009 requirements for capital expenditures,
working capital and distributions are expected to
be financed from cash flow provided by operating
activities and unused credit facilities. Pollard LP
enters into contractual obligations in the normal
course of business operations.

Outlook
The 2009 outlook for the lottery industry,
and in particular the instant ticket product
line, continues to be very strong. Retail sales
of instant tickets in North America grew
approximately 4% in 2008 and are expected to
maintain this pace in 2009, not withstanding the
current general economic uncertainty. Indeed,
the negative impact on government revenue from

POLLARD BANKNOTE INCOME FUND

the lower economic activity places increased
demand on governments to generate more
revenue. Lottery operations represent some of
the few opportunities for governments to provide
increased revenue. Historically lottery sales
have been very resilient in the face of economic
downturns and we expect that to continue.
Certain jurisdictions outside North America have
grown their instant tickets sales significantly
higher than growth rates seen in North America
over the last few years and these trends are
also expected to continue in 2009. Resources
have been invested to target these specific
areas of growth for Pollard including targeting
international markets in Asia and South America.
Several of our largest existing customers have
awarded new contracts to us as part of formal
proposal processes including the lotteries of
Michigan, Kansas and British Columbia. The New
Jersey contract has been extended until April
2009 and Pollard has responded to the lottery’s
request for proposal to award a new long term
contract. There are no other material contracts
that come due in 2009 (assuming available
extensions are granted), however, there are a
number of contracts coming due this year where
Pollard is not the main supplier. We will bid
aggressively on all new contract opportunities in
order to expand our market share and profitably
utilize our expanding capacity.
The Canadian dollar weakened dramatically
relative to the U.S. dollar during the last half of
2008. Pollard has a net exposure to U.S. dollar
inflows so a weaker Canadian dollar results in
increased cashflow. Historically we have hedged
our net exposure to U.S. dollar inflows through the
use of monthly forward foreign currency contracts.
Significant volatility in these foreign exchange
rates has generated significant volatility in our
reported net income due to the accounting rules
requiring foreign currency forward contracts
be marked to market value. We are no longer
adding to our hedges as they expire each month.
The full benefit of the weaker Canadian dollar
will not be realized until the expiry of those
hedges in September 2010.

Despite the underlying strength in the instant
ticket market, sales and order volumes will
continue to vary on a quarter-to-quarter basis
due to the timing of client orders, which vary
based on marketing plans, new product offerings,
inventory management and other factors. In this
regard, volumes in the first quarter of 2009 are
expected to be slightly lower than the balance of
the year due to the timing of certain orders from
existing clients, ongoing start up of the new press
and some scheduled annual maintenance shut
downs of certain existing press capacity.
We have added a number of exciting new
properties to our licensed properties portfolio
which will allow us to grow this product line.
Ticket sales, in conjunction with merchandise
packages, internet promotions, second chance
drawings and complete fulfillment services offer
unique value propositions to lotteries worldwide.
Licensed properties like It’s a Wonderful Life™
and Dubble Bubble® have found increasing
success in lotteries’ product mix, indicating
the importance of investing in key properties.
Lottery Management Services generated record
results in 2008 and while still a small portion
of our overall business, it will continue to be a
focus of increasing resources to capitalize on the
variety of lottery outsourcing opportunities.
Capital expenditures will be significantly lower
in 2009 as the major expansion relating to
the new all-in-line press was substantively
completed in 2008. The new capacity provided
by this new press will come fully on stream
in this year, providing additional volume and
improved cost structure.
Our balance sheet and capital structure will
benefit from the significantly reduced capital
expenditures. In addition, the sale of two of our
properties in the last four months of 2008 will
result in lower interest expense and greater
financial flexibility during 2009. Pollard LP still
retains ownership of five properties within its
operations providing for additional options
regarding raising capital.

Legislation relating to the Tax Fairness Plan
continues to evolve. When the current draft
legislation relating to tax efficient means to revert
to corporate status is finalized, Pollard Banknote
will develop specific strategic plans at that time.
The introduction of taxation under the Tax Fairness
Plan is not expected to apply to the Pollard
Banknote Income Fund until 2011.
Pollard Banknote believes that its credit facilities
and ongoing cash flow from operations will be
sufficient to allow it to meet ongoing requirements
for investment in capital expenditures, working
capital and distributions at existing business levels.

Disclosure Controls and Procedures
Under Multilateral Instrument 52-109,
“Certification of Disclosure in Issuers’ Annual
and Interim Filings,” issuers are required
to document the conclusions of the Chief
Executive Officer and Chief Financial Officer
(the “Certifying Officers”) regarding the design
and effectiveness of the disclosure controls and
procedures. The Fund’s management, with the
participation of the Certifying Officers of the
Fund, has concluded that the disclosure controls
and procedures as defined in Multilateral
Instrument 52-109 are designed appropriately
and are effective at providing reasonable
assurance of achieving the disclosure objectives.

Internal Control
Over Financial Reporting
Under Multilateral Instrument 52-109,
“Certification of Disclosure in Issuers’ Annual
and Interim Filings,” issuers are required to
document the conclusions of the Certifying
Officers regarding the design and effectiveness
of the internal controls over financial reporting.
The Fund’s management, with the participation of
the Certifying Officers of the Fund, has concluded
that the internal controls over financial reporting
as defined in Multilateral Instrument 52-109
are designed appropriately and are effective at
providing reasonable assurance of achieving the
financial reporting objectives.
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No changes were made in the Fund’s or Pollard
LP’s internal control over financial reporting
during the year ended December 31, 2008 that
have materially affected, or are reasonably likely
to materially affect, Pollard LP’s internal control
over financial reporting.

Additional Information
Trust Units of Pollard Banknote Income Fund are
traded on The Toronto Stock Exchange under the
symbol PBL.UN.
Additional information relating to the Fund and
Pollard LP, including the audited consolidated
financial statements and the Annual Information
Form for the year ended December 31, 2008,
is available on SEDAR at www.sedar.com.
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MANAGEMENT’S REPORT
The accompanying consolidated financial statements and all the information contained in the annual
report of Pollard Banknote Income Fund (the “Fund”) are the responsibility of management and have
been approved by the Board of Trustees. Financial and operating data elsewhere in the annual report
is consistent with the information contained in the financial statements. The financial statements and
all other information have been prepared by management in accordance with Canadian generally
accepted accounting principles. The financial statements include some amounts and assumptions
based on management’s best estimates which have been derived with careful judgment.
In fulfilling its responsibilities, management of the Fund has developed and maintains a system of
internal accounting controls. These controls are designed to ensure that the financial records are
reliable for preparing the financial statements. The Board of Trustees of the Fund carries out its
responsibility for the financial statements through the Audit Committee. The Audit Committee reviews
the Fund’s annual consolidated financial statements and recommends their approval by the Board of
Trustees. The auditors have full access to the Audit Committee with and without management present.
The consolidated financial statements have been audited by KPMG LLP Chartered Accountants,
whose opinion is contained in this annual report.
pg

John Pollard

Robert Rose

CO -CH I E F E X E C UTI V E O FFI C E R		C HIE F F IN A N C IA L OF F IC E R

March 4, 2009
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AUDITORS’ REPORT

To the Trustees of Pollard Banknote Income Fund
We have audited the consolidated balance sheets of Pollard Banknote Income Fund (the Fund)
as at December 31, 2008 and 2007 and the consolidated statements of income (loss), comprehensive
income (loss), unitholders’ equity and cash flows for the two years then ended. These financial
statements are the responsibility of the Fund’s management. Our responsibility is to express
an opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects,
pg
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the financial position of the Fund as at December 31, 2008 and 2007 and the results of its
operations and its cash flows for the two years then ended in accordance with Canadian generally
accepted accounting principles.

KPMG LLP
CH AR TE RE D A C C O UNTA NTS

Winnipeg, Canada
February 25, 2009
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Consolidated Statements of Income (Loss)
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2008		

Equity income (loss) before extraordinary gain from investment
in Pollard Holdings Limited Partnership (note 7)

$

(3,685)

2007

$

4,267

Administrative expenses		

(166)		

(168)

Earnings before income taxes and extraordinary gain		

(3,851)		

4,099

Future income tax reduction (note 8)		

–			

418

Equity in extraordinary gain from investment
in Pollard Holdings Limited Partnership (note 7)		

–			

166

Net income (loss)

$

(3,851)

$

4,683

Basic and diluted earnings per unit

$

(0.61)

$

0.75

Weighted average number of Fund Units outstanding		 6,285,700			 6,285,700

POLLARD BANKNOTE INCOME FUND

Consolidated Statements of Comprehensive Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

pg

2008		

Net income (loss)		

$

Other comprehensive income (loss):
Fund’s proportionate share of other comprehensive
		
income (loss) from investment in Pollard Holdings
		
Limited Partnership (note 9)		
Comprehensive income (loss)

$

(3,851)

2007

$

214			
(3,637)

$

4,683

(760)
3,923

See accompanying notes to consolidated financial statements.
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Consolidated Balance Sheets
(IN T HO U SA NDS O F DO L L A RS)
DECEMBER 31, 2008 A ND 2007

			

2008

2007

Assets
Distributions receivable

$

$

498

Prepaid expenses		

19			

22

Investment in Pollard Holdings Limited Partnership (note 4)		

46,054			

55,658

Future income taxes (note 8)		
		

498		

418			

418

$

46,989		

$

56,596

$

28		

$

24

498			

498

Unitholders’ equity (note 6)		

47,103			

56,928

Accumulated other comprehensive loss (note 9)		

(640)		

			
Commitments and contingencies (note 10)

46,463			

56,074

		

46,989		

56,596

Liabilities
Accounts payable

Distributions payable to unitholders (note 5)		

Unitholders’ Equity
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$

See accompanying notes to consolidated financial statements.

On behalf of the Board of Trustees:

D.C. Crewson

Jerry Gray

T R U STE E

TRUSTE E

POLLARD BANKNOTE INCOME FUND

$

(854)

POLLARD BANKNOTE INCOME FUND

Consolidated Statements of Unitholders’ Equity
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2008		

Unitholders’ equity, beginning of year

$

$

58,219

Net income (loss)		

(3,851)		

4,683

Distributions declared (note 5)		

(5,974)		

(5,974)

Unitholders’ equity, end of year

47,103		

56,928

$

56,928		

2007

$

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2008		

2007

Cash provided by (used in):
Operating activities:
Net income (loss)
$
Items not involving cash:
		
Equity loss (income) from investment
			
in Pollard Holdings Limited Partnership		
		
Future income tax reduction		
Change in non-cash operating working capital		
Distributions received on Class A LP Units
		
of Pollard Holdings Limited Partnership		
						
Financing activities:
Distributions paid to Unitholders		
Change in cash, being cash, beginning and end of year

$

(3,851)

$

4,683

3,685			
–			
7			

(4,433)
(418)
(3)

6,133			

6,145

5,974			

5,974

(5,974)		

(5,974)

–		

$

–

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

1.

DESCRIPTION OF THE FUND:

	Pollard Banknote Income Fund (the “Fund”) is an unincorporated, open-ended, limited purpose
trust established under the laws of the Province of Ontario by a Declaration of Trust dated
June 29, 2005. It is intended that the Fund will qualify as a “mutual fund trust” for the purposes
of the Income Tax Act (Canada) and was established to acquire and hold indirectly an investment
in Pollard Holdings Limited Partnership (“Pollard LP”). Pollard LP’s principal business activities
include the manufacture and sale of lottery and gaming products.
	The Fund is entirely dependent on distributions from Pollard LP to make its own distributions.
	The consolidated financial statements should be read in conjunction with the consolidated
financial statements of Pollard LP for the year ended December 31, 2008.
2.

SIGNIFICANT ACCOUNTING POLICIES:
(a) Principles of consolidation:

		These consolidated financial statements include the accounts of Pollard Banknote Income
Fund and its wholly-owned subsidiary, Pollard Banknote Trust (the “Trust”).
		

All inter-company transactions have been eliminated.

(b) Investment:
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		The investment in Class A Limited Partnership Units of Pollard LP is accounted for using the
equity method of accounting whereby the investment was initially recorded at cost and the
carrying value is adjusted by the Fund’s pro-rata share of post acquisition income of Pollard
LP computed using the consolidation method. Distributions received or receivable from
Pollard LP reduce the carrying value of the investment. The Fund’s investment in Pollard
LP is reviewed for impairment if conditions arise that indicates that the investment may be
impaired. If there is impairment in the value of the investment that is other than a temporary
decline the investment would be written down to fair value.
(c) Distributions:
		Distributions from the Fund’s investment in Pollard LP are recorded when declared.
Distributions payable by the Fund to its unitholders are recorded when declared.
(d) Income taxes:
		The Fund is a mutual fund trust for income tax purposes. As such, currently the Fund is only
taxable on any amount not allocated to unitholders. The Fund intends to continue to meet
the requirements under the Income Tax Act and there is no indication that the Fund will fail
to meet those requirements.
		Income taxes reflect the expected future tax consequences of temporary differences
between the carrying amounts of assets and liabilities and their tax basis. Future income
tax assets and liabilities are determined based on the enacted or substantively enacted
tax rates, which are expected to be realized. Valuation allowances are established when
necessary to reduce the future tax assets to the amounts to be realized.
(e) Earnings per unit:
		Basic earnings per unit is computed by dividing net income (loss) by the weighted average
number of units outstanding during the reporting period. Diluted earnings per unit is
calculated based on the weighted average number of units outstanding during the period,
plus the effect of dilutive unit equivalents such as options. At December 31, 2008 and 2007,
there were no dilutive unit equivalents outstanding.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(f)

		

(CONTINUED):

Financial instruments:
Recognition and Measurement:

		Financial instruments are initially recorded at fair value and classified as one of the following:
held-to-maturity, loans and receivables, held-for-trading, available-for-sale or other financial
liabilities. Measurement of these instruments depends on the classification. Financial
instruments held-for-trading are measured at fair value with gains and losses recognized in
net income. Financial instruments held-to-maturity, loans and receivables and other financial
liabilities are measured at amortized cost. Changes in fair value are recognized in net income
only if realized, or impairment of value of an asset occurs. Available-for-sale instruments are
measured at fair value with unrealized gains and losses recognized in other comprehensive
income until such time as the asset or liability is removed from the balance sheet.
		The Fund’s distributions receivable is classified as loans and receivables. Accounts payable
and distributions payable to unitholders are classified as other financial liabilities.
		Distributions receivable, accounts payable and distributions payable to unitholders are
reflected in the financial statements at carrying value, which approximates fair value due
to the short-term maturity of these financial instruments.
		

Comprehensive Income (Loss):

		Comprehensive income (loss) is comprised of net income (loss) and other comprehensive
income (loss) and is now disclosed in the consolidated statements of comprehensive income
(loss). Comprehensive income (loss) is the change in net assets resulting from transactions
or events from sources other than the Unitholders. Other comprehensive income (loss)
includes the Fund’s proportionate share in Pollard LP’s other comprehensive income (loss),
in accordance with generally accepted accounting principles.
		Accumulated other comprehensive income (loss), is included in unitholder’s equity on the
consolidated balance sheets, which represents cumulative changes in other comprehensive
income (loss).
(g) Use of estimates:
		The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of certain revenues and expenses during the year. Actual results could differ from
those estimates.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(h) Future changes in accounting policies:
		

International Financial Reporting Standards:

		In January, 2006, the Accounting Standards Board of Canada (“AcSB”) announced that
accounting standards in Canada are to converge with the International Financial Reporting
Standards (“IFRS”). Canadian publicly accountable enterprises must adopt IFRS for their
interim and annual financial statements relating to fiscal years beginning on or after January
1, 2011. The Fund is currently assessing the impact of these new standards on its consolidated
financial statements.
		

The Fund has adopted the following new accounting standards on January 1, 2009:

		

Goodwill and Intangibles:

		In February, 2008, the CICA issued Section 3064, Goodwill and Intangible Assets, replacing Section
3062, Goodwill and Other Intangible Assets, as well as Section 3450, Research and Development
Costs. This new standard is effective for fiscal years beginning on or after October 1, 2008.
		Section 3064 states that upon their initial identification, intangible assets are to be recognized
as assets only if they meet the definition of an intangible asset and meet the standards on the
recognition, measurement, presentation and disclosure for goodwill and intangible assets.
Section 3064 also provides further information on the recognition of internally generated
intangible assets (including research and development costs).
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		As for subsequent measurement and disclosure of intangible assets and goodwill, Section
3064 carries forward the requirements of the old Section 3062. The Fund does not expect
this new section to have a material impact on its consolidated financial statements.
3.

ACCOUNTING POLICY CHANGES:

	Effective January 1, 2008, the Fund has adopted the Canadian Institute of Chartered Accountants
(CICA) Handbook Section 1535, Capital Disclosures, Section 3862, Financial Instruments Disclosures, and Section 3863, Financial Instruments - Presentation. These new standards were
effective for fiscal years beginning on or after October 1, 2007. The additional disclosures required
as a result of adoption of these new accounting standards are included in notes 6 and 12.
	Section 1535 establishes disclosure requirements about an entity’s capital and how it is
managed. The purpose is to enable users of the financial statements to evaluate the entity’s
objectives, policies and processes for managing capital.
	Section 3862 and 3863 replace Section 3861, Financial Instruments - Disclosure and Presentation,
revising and enhancing its disclosure requirements, and carrying forward unchanged its presentation
requirements. These new sections place increased emphasis on disclosures about the nature and
extent of risks arising from financial instruments and how the entity manages those risks.
4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP:

	On August 5, 2005, Trust subscribed for 6,005,538 Class A Limited Partnership (“LP”) Units
of Pollard LP (a 25.5 percent ownership interest). On August 29, 2005, Trust purchased a further
280,162 Class A LP Units of Pollard LP (a further 1.2 percent ownership interest).
	The resulting 26.7 percent interest in Pollard LP entitles Trust to 26.7 percent of the cash
distributions of Pollard LP provided that those distributions are at least equal to $0.0792 per
Class A LP Unit, per month. In the event of a shortfall, Trust is entitled to a percentage of cash
distributions based on the ratio of its Class A LP Units to total Class A, Class B and Class C LP
Units outstanding.
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP

(CONTINUED):

	As of December 31, 2008 and 2007, the Fund has an interest of approximately 26.7 percent in
the consolidated operations of Pollard LP. The Fund also has an interest of approximately 26.7
percent in the General Partner of Pollard LP which is carried at a nominal amount.
The investment in Pollard LP is summarized as follows:
2008		

Balance, beginning of year

$

55,658		

Equity interest		
Distributions received and receivable		
Proportionate share of Pollard LP transition adjustment
		
of adoption of new accounting standards		
Proportionate share of other comprehensive income (loss)		
Balance, end of year

$

2007

$

58,034

(3,685)		
(6,133)		

4,433
(6,145)

–			
214			

96
(760)

46,054		

$

55,658

	The purchase price of the investment in Pollard LP exceeds the underlying carrying amount of
the net assets of Pollard LP. The allocation of the excess purchase price to assets as at August 5,
2005, is as follows:
				
				
			
PURCHASE
BOOK VALUE
FAIR VALUE
PRICE EXCESS

Finite life:
Customer assets
$
Patents		
Computer software		

FUND’S 26.7%
INTEREST IN
PURCHASE
PRICE EXCESS

pg

69,831
$
14,511		
857		

18,645
3,874
229

Indefinite life:
Assembled workforce		
Goodwill		

–		 13,993		 13,993		
6,250		 106,938		 100,688		

3,736
26,884

		

6,571

53,368

$

–
$
321		
–		

$

69,831
$
14,832		
857		

206,451

$

199,880

$

	The Fund’s accumulated amortization of their interest in the finite life intangible assets noted
above is as follows:
			
STRAIGHT-LINE
ACCUMULATED
AMORTIZATION
AMORTIZATION
PERIOD IN
DECEMBER 31,
YEARS
2007

Finite life:
Customer assets		
Patents		
Computer software		

16
$
6		
5		

				

$

AMORTIZATION
FOR THE YEAR
ENDED
DECEMBER 31,
2008

ACCUMULATED
AMORTIZATION
DECEMBER 31,
2008

2,809
$
1,441		
98		

1,165
$
646		
46		

3,974
2,087
144

4,348

1,857

6,205

$

$

	The Fund’s proportionate share of amortization of finite life intangible assets amounts to $1,857
(2007 - $1,815) (note 7).
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP

(CONTINUED):

	The amounts allocated to assembled workforce and goodwill relate to intangible assets which have
an indefinite life and therefore are not amortized, but are subject to an annual impairment test.
	The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds its
carrying amount, intangible assets with indefinite lives of the reporting unit are considered not
to be impaired and the second step of the impairment test is unnecessary. The second step is
carried out when the carrying amount of a reporting unit exceeds its fair value, in which case
the implied fair value of intangible assets with indefinite lives of the reporting unit are compared
with their carrying amount to measure the amount of the impairment loss, if any. The implied
fair value of intangible assets with indefinite lives is determined in the same manner as the value
of these intangible assets is determined, using the fair value of the reporting unit as if it was the
purchase price. When the carrying amount of the reporting unit’s intangible assets with indefinite
lives exceeds the implied fair value of these intangible assets, an impairment loss is recognized.
The Fund performed an impairment test and concluded that there was no impairment.
5.

DISTRIBUTIONS PAYABLE TO UNITHOLDERS:

	The Fund makes distributions of its available cash to Unitholders to the extent it is determined
prudent by the Trustees. The amount of cash to be distributed monthly per Unit to the Unitholders
is equal to a pro-rata share of all amounts received by the Fund for and in respect of the
distribution period less Fund expenses.
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	Monthly distributions are paid to Unitholders of record on the last business day of each month
and are paid within 15 days following each month end and are fully discretionary, as determined
by the Board of Trustees. The Fund may make additional distributions in excess of the monthly
distributions during the year, as the Trustees may determine.
The following outlines the distributions declared during the year ended December 31, 2008:
	January 9, 2008
$
February 8, 2008		
March 5, 2008		
April 9, 2008			
May 7, 2008			
June 11, 2008			
July 9, 2008			
August 6, 2008		
September 10, 2008		
October 8, 2008		
November 5, 2008		
December 10, 2008		
					

$

498
498
498
497
498
498
498
498
498
497
498
498
5,974

	The Fund declared a distribution payable for the month ended December 2008 of $0.0792 per
Unit. The distribution of $498 (2007 - $498) is payable January 15, 2009, to unitholders of record
on December 31, 2008.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

6.

UNITHOLDERS’ EQUITY:

	The Fund is authorized to issue an unlimited number of units (“Fund Units”) for the consideration
of, and on the terms and conditions determined by, the trustees. Each Fund Unit is transferable
and represents an equal undivided beneficial interest in the Fund and any distributions from the
Fund. All Fund Units are of the same Class and have equal rights and privileges.
	The Fund is authorized to issue an unlimited number of Special Voting Units that will be used
solely for providing voting rights to persons holding Class B and Class C LP Units of Pollard LP
that are exchangeable for Fund Units and that, by their terms, have voting rights in the Fund.
Special Voting Units will be issued in conjunction with, and will not be transferable separately
from, the Class B and Class C LP Units to which they relate. Conversely, the Special Voting Units
will automatically be transferred upon a transfer of the associated Class B and Class C LP Units.
	At December 31, 2008 and 2007, there were 6,285,700 Fund Units outstanding. At December 31,
2008 and 2007, there were 17,257,458 Special Voting Units owned by Pollard Equities Limited
(formerly Pollard Amalco Inc.) outstanding. As of December 31, 2008, Pollard Equities Limited
owned 47,700 Fund Units purchased on the open market under a normal course purchase bid
announced May 7, 2008.
UNIT RIGHTS:

	Fund Units are redeemable at any time on demand by the unitholder. The redemption price
per Fund Unit is equal to the lesser of 90 percent of the market price of the Fund Units on the
principal stock exchange on which the Fund Units are listed during the 10 consecutive trading day
period ending on the trading day immediately before the date of surrender of the Fund Unit for
redemption (the “Redemption Date”) and 100 percent of the closing market price of the Fund Units
on the principal market in which the Fund Units are quoted for trading on the Redemption Date.
Redemption is subject to a maximum of $50 in cash redemptions by the Fund in any one month.
Any further redemption beyond this amount would be satisfied by the delivery of notes of Pollard
Banknote Trust. The cash limitation may be waived at the discretion of the trustees of the Fund.
	On August 5, 2005, the Fund, Trust, Pollard Banknote Limited (the “General Partner”), Pollard
LP and Pollard Equities Limited entered into an Exchange Agreement. The Exchange Agreement
stipulates that Pollard Equities Limited has the right to require Trust to indirectly exchange
Class B and C LP Units of Pollard LP and Special Voting Units of the Fund held by Pollard
Equities Limited for Units of the Fund, on the basis of one Fund Unit for each Class B or C LP
Unit exchanged. The exchange of Units under this Agreement would not dilute the Fund’s income
per Unit measure as any decrease in the income per Unit caused by the increase in the number
of Units outstanding would be fully offset by an increase in the Fund’s proportionate share of
Pollard LP’s income.
CAPITAL MANAGEMENT:

	The Fund’s objectives in managing capital are to deploy capital to provide appropriate return
to Unitholders and to maintain a capital structure that provides flexibility to take advantage of
growth and development opportunities, maintenance of existing assets and enhance Unitholders’
value. The capital structure of the Fund consists solely of Unitholders’ equity. In order to
maintain or adjust its capital structure, the Fund may purchase units for cancellation or issue
additional units.
Neither the Fund or its subsidiary is subject to externally imposed capital requirements.
There were no changes in the Fund’s approach to managing capital during the period.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

7.

EQUITY INCOME (LOSS)
FROM INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP:

	The equity income (loss) from the Fund’s investment in Class A LP Units of Pollard LP is
calculated as follows:
2008		

Consolidated net income (loss) before extraordinary gain
		
of Pollard LP for the year
$
Fund’s interest		

(6,851)
$
26.7%			

22,781
26.7%

Fund’s proportionate share of Pollard LP consolidated
		
net income (loss) before extraordinary gain		

(1,828)		

6,082

Amortization of intangible assets 		

(1,857)		

(1,815)

Equity income (loss) before extraordinary gain		

(3,685)		

4,267

Fund’s proportionate share of Pollard LP extraordinary gain		

–			

166

Equity income (loss) from Pollard LP

8.

pg

54

2007

$

(3,685)

$

4,433

INCOME TAXES:

	On October 31, 2006, the Minister of Finance (Canada) announced proposed changes (referred
to as the “Tax Fairness Plan”) to the taxation of income trusts for Canadian federal income tax
purposes. The Tax Fairness Plan proposed to create the concept of “specified investment flowthrough” entities, or “SIFT’s”.
	Under the proposals certain distributions that are attributable to the SIFT’s non-portfolio
earnings will not be deductible in computing the SIFT’s income and will be subject to tax at a
projected rate of 28 percent. Legislation that includes the Tax Fairness Plan has been enacted.
Currently the Fund would fit the definition of a SIFT and would be subject to certain income taxes
beginning in 2011.
	The Fund is required to recognize future income tax assets and liabilities with respect to
temporary differences between the carrying amount and tax basis of its assets and liabilities
that are expected to reverse in or after 2011. The Fund expects that its distributions will not be
subject to tax prior to 2011 and, accordingly, has not provided for future income taxes on the
temporary differences expected to reverse prior to then.
	Significant components of the Fund’s future tax assets and liabilities as of December 31, 2008,
are as follows:
Future income tax assets:
		
Tax value of investment in Pollard LP in excess of net book value 			
$
		
Valuation allowance					
Total future income tax assets				

$

1,584
(1,166)
418

	The Fund has reduced the asset by a valuation allowance for the amount of the temporary
difference between the carrying amount and tax basis of the investment in Pollard LP that it does
not expect to reverse in the foreseeable future.
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

9.

ACCUMULATED OTHER COMPREHENSIVE LOSS:
2008		

Fund’s proportionate share of Pollard LP accumulated
		
other comprehensive loss:
			
Balance, beginning of year
$
			
Fund’s proportionate share of Pollard LP
				
transition adjustment on adoption
				
of new accounting standards		
			
Fund’s proportionate share in Pollard LP other
				
comprehensive income (loss)		
Total accumulated other comprehensive loss

$

(854)

2007

$

(190)

–			

96

214			

(760)

(640)

(854)

$

10. COMMITMENTS AND CONTINGENCIES:
	The Declaration of Trust of the Fund provides that the trustees will act honestly and in good
faith with a view to the best interests of the Fund and in connection with that duty will exercise
the degree of care, diligence and skill that a reasonably prudent person would exercise in
comparable circumstances. The Declaration of Trust of the Fund and the constating documents
of each of the Fund’s subsidiaries provide for the indemnification of its respective trustees,
directors and officers from and against liability and costs in respect of any action or suit against
them in connection with the execution of their duties of office, subject to certain usual limitations.
The Declaration of Trust of the Fund also provides for the indemnification of its trustees from
and against liability and costs in respect of any action or suit against them in connection with the
execution of their duties as trustees, subject to certain usual limitations. No claims with respect
to such occurrences have been made and, as such, no amount has been recorded in these
financial statements with respect to these indemnifications.
11. RELATED PARTY TRANSACTIONS:
	On August 5, 2005, the Fund, the Trust and the General Partner of Pollard LP entered into
a Support Agreement. Under the terms of the Support Agreement, the General Partner will
provide certain management, administrative and support services to the Fund and Trust and
will be reimbursed for all direct and indirect costs and expenses it incurs in the provision
of services pursuant to the Support Agreement. During the year ended December 31, 2008,
these reimbursed costs amounted to $166 (2007 - $168).
12. FINANCIAL RISK MANAGEMENT:
The Fund has exposure to the both liquidity and credit risk from its investment in Pollard LP.
	Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they fall due.
Credit risk is the risk that the distributions receivable will not be collected. The payment of distributions
to the Unitholders of the Fund is entirely reliant on the payment of distributions from Pollard LP.
13. EQUITY INTEREST IN EXTRAORDINARY GAIN:
	On December 24, 2007, Pollard LP purchased 100 percent of the outstanding shares of Nacako
Sdn Bhd (“Nacako”), a Malaysian company, for a nominal amount. Nacako provides certain
administrative and support services to lotteries in Malaysia and south-east Asia. The net financial
assets exceeded the purchase price, resulting in an extraordinary gain of $621. The Fund’s
proportionate share of this extraordinary gain is $166.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

MANAGEMENT’S REPORT

The accompanying consolidated financial statements and all the information contained in the annual
report of Pollard Holdings Limited Partnership (“Pollard LP”) are the responsibility of management
and have been approved by the Board of Directors of Pollard Banknote Limited, the general partner.
Financial and operating data elsewhere in the annual report is consistent with the information
contained in the financial statements. The financial statements and all other information have been
prepared by management in accordance with Canadian generally accepted accounting principles.
The financial statements include some amounts and assumptions based on management’s best
estimates which have been derived with careful judgment.
In fulfilling its responsibilities, management of Pollard LP has developed and maintains a system
of internal accounting controls. These controls are designed to ensure that the financial records are
reliable for preparing the financial statements. The Board of Directors of Pollard Banknote Limited,
the general partner of Pollard LP, carries out its responsibility for the financial statements through
the Audit Committee. The Audit Committee reviews Pollard LP’s annual consolidated financial
statements and recommends their approval by the Board of Directors. The auditors have full access
to the Audit Committee with and without management present.
The consolidated financial statements have been audited by KPMG LLP Chartered Accountants,
whose opinion is contained in this annual report.

John Pollard

Robert Rose

CO -CH I E F E X E C UTI V E O FFI C E R		C HIE F F IN A N C IA L OF F IC E R

March 4, 2009
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POLLARD HOLDINGS LIMITED PARTNERSHIP

AUDITORS’ REPORT
To the Partners of Pollard Holdings Limited Partnership
We have audited the consolidated balance sheets of Pollard Holdings Limited Partnership
as at December 31, 2008 and 2007 and the consolidated statements of income (loss), comprehensive
income (loss), partners’ capital (deficit) and cash flows for the two years then ended. These consolidated
financial statements are the responsibility of the partnership’s management. Our responsibility
is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects,
the financial position of the partnership as at December 31, 2008 and 2007 and the results of its
pg
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operations and its cash flows for the two years then ended in accordance with Canadian generally
accepted accounting principles.

KPMG LLP
CH AR TE RE D A C C O UNTA NTS

Winnipeg, Canada
February 25, 2009
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

				

2008			

2007

Sales		
$
Cost of sales		

177,989		
$
141,064			

164,474
130,535

				
Expenses:
Selling and administration		
Interest (note 16)		
Foreign exchange loss (gain)		
Mark-to-market loss (gain) on foreign currency
		
contracts (note 23)		
Gain on sale of property, plant and equipment		
Other income		

36,925			

33,939

20,244			
3,768			
262			

19,051
2,719
(4,962)

17,013			
(2,184 )		
(433 )		

(6,315)
(28)
(571)

				

38,670			

9,894

Income (loss) before the undernoted		

(1,745 )		

24,045

Employee profit sharing		

1,408			

1,701

Income (loss) before income taxes and extraordinary gain		

(3,153 )		

22,344

Income taxes (note 12):
Current		
Future (reduction)		

1,806			
1,892			

1,597
(2,034)

				

3,698			

(437)

Extraordinary gain (note 25)		

–			

Net income (loss)

$

(6,851 )

$

621
23,402

POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Comprehensive Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

					

Net income (loss)

$

2008			

(6,851 )

$

2007

23,402

Other comprehensive income (loss):
Unrealized gain (loss) on translation of self-sustaining
		
foreign operations		
Unrealized loss on derivatives designated
		
as cash flow hedges, net of income tax reduction
		
of $343 and $220		

3,092			

(2,240)

(2,290 )		

(604)

Other comprehensive income (loss), net of income tax		

802			

(2,844)

Comprehensive income (loss)

$

(6,049 )

$

20,558

See accompanying notes to consolidated financial statements.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Balance Sheets
(IN T HO U SA NDS O F DO L L A RS)
DECEMBER 31, 2008 A ND 2007

2008

2007

Assets
Current assets:
Accounts receivable
$
Loan to Pollard Equities Limited (note 4)		
Inventories (note 5)		
Prepaid expenses and deposits		
Net investment in leases due within one year		

20,117
$
16,401		
20,687		
2,449		
1,110		

17,703
16,961
15,789
2,874
1,359

						

60,764		

54,686

Property, plant and equipment (note 6)		

43,680		

35,017

Net investment in leases (note 7)		

678		

904

Goodwill (note 8)			

6,279		

5,132

Other assets (note 9)		

527		

706

Future income taxes (note 12)		

249		

1,519

Foreign currency contracts (note 23)		

–		

6,372
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POLLARD BANKNOTE INCOME FUND

$

112,177

$

104,336

2008		

2007

Liabilities and Partners’ Capital (Deficit)
Current liabilities:
Bank indebtedness (note 11)
$
Accounts payable and accrued liabilities		
Distributions payable to partners (note 10)		
Distributions payable to Pollard Equities Limited (note 4)		
Income taxes payable		

13,132		
$
15,508			
499			
17,768			
907			

5,308
11,826
499
18,328
1,308

			

47,814			

37,269

Long-term debt (note 11)		

58,995			

46,537

Other long-term liabilities		

596			

441

Foreign currency contracts (note 23)		

10,641			

–

Interest rate swap contracts (note 23)		

3,005			

372

Partners’ capital (deficit):
Partners’ capital (deficit) (note 13)		
Accumulated other comprehensive loss (note 14)		

(6,478)			
(2,396)			

22,915
(3,198)

			

(8,874)			

19,717

Commitments and contingencies (note 15)
		

$

112,177		

$

104,336

See accompanying notes to consolidated financial statements.

On behalf of Pollard Holdings Limited Partnership by its general partner,
Pollard Banknote Limited:

D.C. Crewson

John Pollard

D I R EC TO R

DIRE C TOR
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Partners’ Capital (Deficit)
(IN T HO U SA NDS O F DO L L A RS)

		
		

Partners’ capital (deficit),
December 31, 2006

GENERAL PARTNER
UNITS

$

(18)

CLASS A
LP UNITS

$

47,779		 $		 (20,971)

CLASS C
LP UNITS

$

(4,720 )

TOTAL

$

22,070

Net income for the year ended
December 31, 2007		

12			

6,245				 13,636			

3,509			 23,402

Distributions declared		

(12)		

(6,145)			 (13,044)		

(3,356 )		 (22,557 )

Partners’ capital (deficit),
December 31, 2007		

(18)		

47,879				 (20,379)		

(4,567 )		 22,915

Net loss for the year ended
December 31, 2008		

(3)		

(1,829)			 (3,992)		

(1,027 )		

Distributions declared (note 13)		

(12)		

(6,130)			 (13,044)		

(3,356 )		 (22,542 )

Partners’ capital (deficit),
December 31, 2008

(33)

39,920		 $		 (37,415)

(8,950 )

$

$

See accompanying notes to consolidated financial statements.
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POLLARD BANKNOTE INCOME FUND

$

$

(6,851 )

(6,478 )

POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Cash Flows
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2008		

2007

Bank indebtedness decrease (increase):
Operating activities:
Net income (loss)
$
Items not involving cash:
		
Amortization		
		
Gain on sale of property, plant and equipment		
		
Unrealized foreign exchange loss (gain)		
		
Future income taxes (reduction)		
		
Mark-to-market loss (gain)
			
on foreign currency contracts		
Change in non-cash operating working capital (note 17)		

(6,851 )

$

23,402

6,192			
(2,184 )		
4,347			
1,892			

6,438
(28)
(2,232)
(2,034)

17,013			
(2,796 )		

(6,315)
1,007

17,613			

20,238

(19,499 )		
876			
7,930			
157			

(6,022)
1,781
28
(81)

(10,536 )		

(4,294)

9,000			
(58 )		
145			
560			

–
(40)
(25)
(560)

(560 )		
(22,542 )		

–
(22,557)

							
Foreign exchange gain (loss) on bank indebtedness
held in foreign currency		

(13,455 )		

(23,182)

Increase in bank indebtedness		

(7,824 )		

(7,087)

Cash (bank indebtedness), beginning of year		

(5,308 )		

1,779

							
Investing activities:
Additions to property, plant and equipment		
Change in net investment in leases		
Proceeds from sale of property, plant and equipment		
Change in other assets		
							
Financing activities:
Increase in long-term debt		
Increase in financing charges		
Change in other long-term liabilities		
Change in loan to Pollard Equities Limited (note 4)		
Change in distributions payable to Pollard Equities
		
Limited (note 4)		
Distributions			

Bank indebtedness, end of year

$

Supplementary cash flow information:
Interest paid		
$
Income taxes paid		

(1,446 )		

(13,132 )

$

3,842		
$
2,506			

151

(5,308)
2,699
1,641

See accompanying notes to consolidated financial statements.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

1.

DESCRIPTION OF LIMITED PARTNERSHIP:

	Pollard Holdings Limited Partnership (“Pollard LP”) is a limited partnership established under the
laws of the Province of Manitoba on June 29, 2005, by a partnership agreement (the “Partnership
Agreement”) as amended August 5, 2005. Pollard LP was established to acquire the business of the
manufacture and sale of lottery and gaming products (the “business”) from Pollard Banknote Limited,
renamed Pollard Amalco Inc., and to operate such business thereafter. On July 14, 2008, Pollard
Amalco Inc. was renamed Pollard Equities Limited (“Equities” or “the predecessor company”).
	These financial statements include only the assets, liabilities, revenues and expenses, including
income taxes of Pollard LP and do not include the assets, liabilities, revenues and expenses,
including income taxes, of the partners.
	The General Partner of Pollard LP is Pollard Banknote Limited (“PBL”), which holds an economic
interest of 0.05 percent in Pollard LP. The Pollard Banknote Income Fund (“Fund”) indirectly
owns, through the Pollard Banknote Trust (“Trust”), approximately 26.7 percent of PBL and the
remaining approximately 73.3 percent is owned by Equities.
2.

SIGNIFICANT ACCOUNTING POLICIES:
(a) Principles of consolidation:

		These consolidated financial statements include the accounts of Pollard LP and the
following 100 percent owned subsidiaries:
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•

Pollard (U.S.) Ltd.

•

Pollard (Canada), Inc.

		

•

Pollard Banknote Limited Partnership

•

PBL of Puerto Rico, Inc.

		

•

Pollard Holdings, Inc.

•

Pollard Games, Inc.

		

•

Pollard Investments Limited

•

Nacako Sdn Bhd

		

All inter-company transactions have been eliminated.

(b) Bank indebtedness:
		Bank indebtedness includes balances owing under the demand operating facility net of cash
on deposit.
(c) Revenue recognition:
		Revenue is recognized when persuasive evidence of an arrangement exists, significant risks
and benefits of ownership are transferred, the sales price to the customer is fixed or is
determined and collection of the resulting receivable is reasonably assured. The significant
risks of ownership and benefits of ownership are normally transferred in accordance with the
shipping terms agreed to with the customer. Volume rebates are accrued and recorded as a
reduction to sales based on historical experience and management’s expectations regarding
sales volume. Revenue related to lottery management services is recognized based on a
percentage of lottery sales of instant lottery tickets pursuant to the terms of the contract.
(d) Leases:
		One of Pollard LP’s subsidiaries has leasing operations which consist principally of the
leasing of Instant Ticket Vending Machines (“ITVM”) with state lotteries and Pull Tab Vending
Machines (“PTVM”) with various private establishments. These leases are classified as salestype leases. The ITVM and PTVM leases have terms of three to five years. The net investment
in sales-type leases consists of the present value of the future minimum lease payments.
Interest revenue is recognized as a constant percentage return on the net investment.

POLLARD BANKNOTE INCOME FUND

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(e) Inventories:
		Raw materials are valued at the lower of cost and replacement cost. Work-in-process
and finished goods are valued at the lower of cost and net realizable value.
(f)

Goodwill:

		Goodwill represents the excess of the purchase price over the fair value of the net assets
acquired of the U.S. subsidiaries and is not amortized. Goodwill is subject to an annual
impairment review to ensure its fair value remains greater than, or equal to, book value.
		The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds
its carrying amount, goodwill of the reporting unit is considered not to be impaired and the
second step of the impairment test is unnecessary. The second step is carried out when
the carrying amount of a reporting unit exceeds its fair value, in which case the implied fair
value of the reporting unit’s goodwill is compared with its carrying amount to measure the
amount of the impairment loss, if any. The implied fair value of goodwill is determined in the
same manner as the value of goodwill is determined, using the fair value of the reporting
unit as if it was the purchase price. When the carrying amount of the reporting unit’s
goodwill exceeds the implied fair value of the goodwill, an impairment loss is recognized.
Pollard LP performs the impairment tests on an annual basis. The annual impairment test
was performed and it was determined that there was no impairment to the carrying value.
(g) Intangibles:
		Intangible assets with a finite life are comprised of patents and are amortized over their
useful lives, generally not exceeding 15 years, on a straight-line basis.
(h) Property, plant and equipment:
		Property, plant and equipment are stated at cost less investment tax credits. Amortization
is provided on a straight-line basis over the estimated useful asset lives as follows:
		

ASSET 		

RATE

		

Buildings

30 years

		

Leasehold improvements

Term of lease

		

Equipment

3 to 11 years

		

Furniture, fixtures and computers

3 to 9 years

		Property, plant and equipment are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable.
No assets have been deemed to be impaired at December 31, 2008 and 2007.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES
(i)

		

(CONTINUED):

Financial instruments:
Recognition and measurement:

		Financial instruments are initially recorded at fair value and classified as one of the following:
held-to-maturity, loans and receivables, held-for-trading, available-for-sale or other financial
liabilities. Measurement of these instruments depends on the initial classification. Financial
instruments held-for-trading are measured at fair value with gains and losses recognized in
net income. Financial instruments held-to-maturity, loans and receivables and other financial
liabilities are measured at amortized cost using the effective interest rate method. Changes
in fair value are recognized in net income only if realized, or impairment of value of an asset
occurs. Available-for-sale instruments are measured at fair value with unrealized gains and
losses recognized in other comprehensive income until such time as the asset or liability is
derecognized or impaired at which time the amounts would be recorded in net income.
		Transaction costs that are directly attributable to the acquisition or issuance of financial
assets or liabilities, other than those classified as held-for-trading, are accounted for as part
of the respective asset or liability carrying value.
		Pollard LP has classified its foreign exchange and interest rate swap contracts as heldfor-trading; accounts receivable, loan to Pollard Equities Limited as loans and receivables;
and bank indebtedness, accounts payable and accrued liabilities, distributions payable to
partners and long-term debt as other liabilities. Pollard LP has neither available-for-sale
or held-to-maturity instruments.
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Comprehensive income (loss):

		Comprehensive income (loss) is comprised of net income (loss) and other comprehensive
income (loss) and is now disclosed in the consolidated statements of comprehensive income
(loss). Comprehensive income (loss) is the change in net assets resulting from transactions
or events from sources other than the Limited Partners. Other comprehensive income (loss)
includes unrealized foreign exchange gains or losses on translation of the financial statements
of subsidiaries that are self-sustaining foreign operations and gains or losses on the effective
portion of derivatives designated as cash flow hedges, net of income taxes, in accordance with
generally accepted accounting principles.
		Accumulated other comprehensive income (loss) is included in partners’ capital (deficit)
on the consolidated balance sheet, which represents cumulative changes in other
comprehensive income (loss).

POLLARD BANKNOTE INCOME FUND

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

		

(CONTINUED):

Derivatives:

		Pollard LP may use certain derivative financial instruments to manage risks of fluctuation in
interest rates and foreign exchange rates. Pollard LP does not engage in the trading of these
derivative financial instruments for profit.
		Pollard LP and its subsidiary, Pollard Holdings Inc., may enter into interest rate swap
agreements in order to limit exposure to increases in interest rates and fix interest rates on
certain portions of long-term debt. Pollard LP applies hedge accounting for the interest rate
swap agreements. The interest rate swap agreements are recognized in the balance sheets
and measured at fair value with the effective portion of the gain or loss on the hedging
item recognized in other comprehensive income and any ineffective portion recognized in
net income. Payments and receipts under interest rate swap agreements designated as
effective hedges are recognized as adjustments to interest expense on long-term debt in the
same period that the underlying hedged transactions are recognized. Pollard LP formally
documents the relationship between the hedging instrument and the hedged item, as well as
the nature of the specific risk exposure being hedged and the intended term of the hedging
relationship. The effectiveness of the hedge is assessed at inception and throughout the
term of the hedge. Any hedging transactions that do not qualify for hedge accounting are
marked-to-market at each period end with any resulting gains or losses recorded in income.
		Pollard LP may enter into foreign currency forward contracts to limit exposure on
certain recognized assets or liabilities, firm commitments or foreign currency risk in an
unrecognized firm commitment. The foreign currency contracts are recognized in the
balance sheet and measured at fair value, with changes in fair value recognized currently in
the statement of income.
(j)

Translation of foreign currencies:

		Pollard LP and its Canadian subsidiaries translate any amounts denominated in foreign
currencies to Canadian dollars as follows: monetary assets and liabilities at effective rates
prevailing at the end of the reporting period; non-monetary assets, non-monetary liabilities,
revenue and expenses at effective rates prevailing at the time of the transaction. Gains or
losses from translations are recognized in income in the period they occur.
		Pollard (U.S.) Ltd., PBL of Puerto Rico, Inc. and Nacako Sdn Bhd are considered to be fully
integrated operations and as a result their accounts have been translated into Canadian
dollars in accordance with the temporal method as follows: monetary assets and liabilities
at effective rates prevailing at the end of the reporting period; non-monetary assets and
liabilities at effective rates prevailing at the time of the transaction; amortization expense
at the rate in effect at the time the related assets are acquired; revenues and expenses at
average rates prevailing during the reporting period. Gains or losses from translation are
recognized in income in the period they occur.
		Pollard Games, Inc. is considered to be a self-sustaining operation and as a result its
accounts have been translated into Canadian dollars in accordance with the current rate
method as follows: assets and liabilities at the exchange rate in effect at the balance sheet
date and revenue and expenses are translated at the average rate for the reporting period.
Translation adjustments arising from exchange rate fluctuations are shown as accumulated
other comprehensive loss in partners’ capital until realized, at which time they are
recognized into income.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(k) Employee future benefits:
		Pollard LP maintains four non-contributory defined benefit pension plans in Canada and the
United States, three being final pay plans and one being a flat benefit plan. None of the plans have
indexation features. A market rate is used to measure benefit obligations. The expected return on
pension plan assets is calculated on the fair value of the assets as of the year-end date.
		The costs of Pollard LP’s defined benefit plans are recognized over the period in which
employees render service to Pollard LP in return for the benefits. These costs are
actuarially determined using the projected benefit method pro-rated on service and
management’s best estimate of expected plan investment performance, salary escalation
and retirement ages of employees.
		Current service costs and interest costs on the benefit obligation are charged to income
as they accrue. Past service costs, plan amendments, changes in assumptions, the net
transitional asset amount and the cumulative unrecognized net actuarial gains and
losses in excess of 10 percent of the greater of the benefit obligation or the fair value of
plan assets are amortized to income on a straight-line basis over the expected average
remaining service life of active plan members. The expected average remaining service life
of the active employees covered by the defined benefit plans ranges from 14 to 18 years.
Pollard LP’s funding policy is consistent with statutory regulations.
		Pollard LP’s U.S. subsidiaries maintain two defined contribution plans in the United States.
The pension expense for these plans is the annual funding contribution by the subsidiaries.
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(l)

Income taxes:

		Pollard LP is not a taxable entity, and accordingly, no provision for income taxes has been
included in the consolidated financial statements for Pollard LP and Pollard Banknote
Limited Partnership since all income, deductions, gains, losses and credits are reportable
on the tax return of the partners.
		Pollard LP’s incorporated subsidiaries are taxable entities and as such, income taxes are
recorded to reflect the expected future tax consequences of temporary differences between
the carrying amounts of assets and liabilities and their tax basis. Future income tax assets
and liabilities are determined based on the enacted or substantively enacted tax rates, which
are expected to be in effect when the underlying items of income and expense are expected
to be realized. Valuation allowances are established when necessary to reduce the future tax
assets to the amounts expected to be realized. No valuation allowances have been deemed
necessary at December 31, 2008 and 2007. The effect on future tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the date of enactment
or substantive enactment. Income tax expense includes withholding taxes.
(m) Use of estimates:
		The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of certain revenues and expenses during the year. Actual results could differ from
those estimates.
(n) Comparative figures:
		Certain prior year amounts have been reclassified to conform to the current year’s presentation.

POLLARD BANKNOTE INCOME FUND

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(o) Future changes in accounting policies:
		

International Financial Reporting Standards:

		In January 2006, the Accounting Standards Board of Canada (“AcSB”) announced that
accounting standards in Canada are to converge with the International Financial Reporting
Standards (“IFRS”). Canadian publicly accountable enterprises must adopt IFRS for their
interim and annual financial statements relating to fiscal years beginning on or after
January 1, 2011. Pollard LP is currently assessing the impact of these new standards on its
consolidated financial statements.
		Pollard LP has adopted the following new accounting standards on January 1, 2009:
		Goodwill and Intangibles:
		In February, 2008, the CICA issued Section 3064, Goodwill and Intangible Assets, replacing
Section 3062, Goodwill and Other Intangible Assets, as well as Section 3450, Research and
Development Costs.
		Section 3064 states that upon their initial identification, intangible assets are to be
recognized as assets only if they meet the definition of an intangible asset and meet the
standards on the recognition, measurement, presentation and disclosure for goodwill and
intangible assets. Section 3064 also provides further information on the recognition of
internally generated intangible assets (including research and development costs).
		As for subsequent measurement and disclosure of intangible assets and goodwill,
Section 3064 carries forward the requirements of the old Section 3062.
		The new section applies to annual and interim financial statements relating to fiscal
years beginning on or after October 1, 2008. Pollard LP does not expect this new section
to have a material impact on its consolidated financial statements.
3.

ACCOUNTING POLICY CHANGES:

	Effective January 1, 2008, Pollard LP adopted four new accounting standards issued by the
Canadian Institute of Chartered Accountants (CICA) - Handbook Section 1535, Capital Disclosures,
Section 3031, Inventories, Section 3862, Financial Instruments - Disclosures and Section 3863,
Financial Instruments - Presentation. The additional disclosures required as a result of adoption
of these new accounting standards are included in notes 5, 13 and 23.
	Section 1535 establishes disclosure requirements about an entity’s capital and how it is
managed. The purpose will be to enable users of the financial statements to evaluate the entity’s
objectives, policies and processes for managing capital.
	Section 3031 replaces Section 3030, Inventories, and provides more extensive guidance on
measurement and expands disclosure requirements to increase transparency. Pollard
LP’s existing accounting policy for inventories was consistent with the new measurement
requirements. Additional disclosures are required regarding write downs and reversals of
previous write downs.
	Section 3862 and 3863 replace Section 3861, Financial Instruments - Disclosure and Presentation,
revising and enhancing its disclosure requirements, and carrying forward unchanged its
presentation requirements. These new sections place increased emphasis on disclosures about
the nature and extent of risks arising from financial instruments and how the entity manages
those risks. The new sections have no impact on the classification and valuation of Pollard LP’s
financial instruments.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

4.

LOAN TO POLLARD EQUITIES LIMITED AND DISTRIBUTIONS PAYABLE
TO POLLARD EQUITIES LIMITED:

	Pollard Equities Limited has exercised its right to receive its entitlement to monthly cash
distributions from Pollard LP by way of loan. The loan to Pollard Equities Limited of $16,401
(2007 - $16,961) and the distributions payable of $17,768 (2007 - $18,328) were settled
subsequent to the end of the fiscal year. For purposes of financial presentation, the loan
receivable from and related distributions payable to Pollard Equities Limited have been
presented separately as there is no legal right of offset against each of these balances.
	In addition, included in the distributions payable to Pollard Equities Limited is an amount of $1,367
(2007 - $1,367) relating to distributions declared December 10, 2008, for unitholders of record at
December 31, 2008, payable on January 15, 2009.
5.

INVENTORIES:

						

2008			

2007

Raw materials
$
Work-in-process		
Finished goods		

6,081		
$
1,846			
12,760			

4,708
795
10,286

				

20,687		

15,789

$

$

	During 2008, Pollard LP recorded inventory write-downs of $72 representing an increase in the
obsolescence reserves, and reversals of previously written-down amounts of $19 due to changes
in foreign exchange rates.
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6.

PROPERTY, PLANT AND EQUIPMENT:

						 ACCUMULATED			
DECEMBER 31, 2008		
COST		 AMORTIZATION			

NET BOOK
VALUE

Land
$
Buildings		
Leasehold improvements		
Equipment		
Furniture, fixtures and computers		

1,788
$
16,892		
1,385		
103,884		
3,935		

–		
$
5,307			
706			
75,642			
2,549			

1,788
11,585
679
28,242
1,386

		

127,884

84,204		

$

43,680

						 ACCUMULATED		
DECEMBER 31, 2007		
COST		 AMORTIZATION		

NET BOOK
VALUE

$

Land
$
Buildings		
Leasehold improvements		
Equipment		
Furniture, fixtures and computers		
		

POLLARD BANKNOTE INCOME FUND

$

$

2,069
$
18,426		
568		
88,687		
3,177		
112,927

$

–
$
4,900		
515		
70,141		
2,354		

2,069
13,526
53
18,546
823

77,910

35,017

$

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

7.

NET INVESTMENT IN LEASES:
The following lists the components of the net investment in leases:

						

2008			

Total minimum lease payments to be received
$
Unearned income
(interest rate ranging from 4.43% to 11.35%)		

1,919		

					

1,788			

2,263

Less net investment in leases due within one year		

1,110			

1,359

				

$

$

2007

(131 )		

678		

$

2,415
(152)

904

The minimum lease payments to be received in the next four fiscal years to expiry are as follows:

8.

2009						
$
2010							
2011							
2012							

1,110
506
229
74

							

1,919

$

GOODWILL:
pg

The change in the carrying amount of goodwill is as follows:
						

2008			

Balance, beginning of year
$
Changes in foreign exchange rates		

5,132		
$
1,147			

5,980
(848)

Balance, end of year

6,279		

$

5,132

						

2008			

2007

Patents, net of amortization
$
Other				

527		
$
–			

519
187

				

527		

706

9.

$

2007

OTHER ASSETS:

$

$

10. DISTRIBUTIONS PAYABLE TO PARTNERS:
	Pollard LP declared a distribution payable for the month ended December 31, 2008, of $0.0792
per Class A, Class B and Class C LP Units. Distributions of $0.0792 are payable on the Class A LP
Units and distributions of $1 are payable on the General Partner Units on January 15, 2009,
to unitholders of record on December 31, 2008. The distribution of $1,367 (2007 - $1,367) relating
to the Class B and Class C LP Units is payable January 15, 2009, to unitholders of record on
December 31, 2008, and is included in distributions payable to Pollard Equities Limited.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

11. LONG-TERM DEBT:
						

Term bank loan, interest of 4.65% to 6.44%
payable monthly, maturing 2011
$
Term bank loan US$14,778, interest of 7.20%
payable monthly, maturing 2011		
Deferred financing charges, net of amortization		
				

$

2008			

41,000		

2007

$

32,000

18,030			

14,631

(35 )		
58,995		

$

(94)
46,537

	Pollard LP’s credit facilities include a demand operating facility and a committed term bank loan
facility. The demand operating facility includes up to $20,000 for its Canadian operations and up to
$9,760 (US$8,000) for its U.S. subsidiaries. The committed term bank loan facility provides loans
of up to $41,000 (2007 - $32,000) for its Canadian operations and up to $18,030 (US$14,778) for its
U.S. subsidiaries. Borrowings under these credit facilities bear interest at fixed and floating rates
based on Canadian and U.S. prime bank rates, banker’s acceptances or LIBOR. At December 31,
2008, the net balances outstanding under the demand operating facilities, other than letters of
credit of $1,221 (2007 - $2,923), were $13,132 (2007 - $5,308) and the committed term bank loan
facilities were fully drawn.
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	Under the terms and conditions of the credit facility agreement Pollard LP is required to maintain
certain financial covenants including working capital ratios, debt to income before interest, taxes,
depreciation and amortization ratios and certain debt service coverage ratios. As at December 31,
2008, Pollard LP is in compliance with all financial covenants.
	Pollard LP’s credit facilities are secured by a first security interest in all of the present and after
acquired property of Pollard LP and its operating subsidiaries. The term bank loan facility can be
prepaid without penalties. Under the terms of the agreement, the term facility is committed for a
one year period, renewable August 31, 2009. If the term facility is not renewed, the term loans are
repayable two years after the term loan expiry date. As such, each term facility has effectively a
three year term expiring August 31, 2011, with no principal payments required prior to expiration.
	Pollard LP entered into two interest rate swap agreements effectively converting variable rate
debt obligations in the amount of $27,000 with underlying current floating rates of 3.36 percent
plus applicable credit margin to a fixed rate of 4.44 percent plus applicable credit margin from
August 5, 2008 to August 31, 2009, and to a fixed rate of 4.99 percent plus applicable credit margin
from August 31, 2009 to August 31, 2010.
	Pollard Holdings, Inc. entered into three interest rate swap agreements effectively converting
variable rate debt obligations in the amount of $18,030 (US$14,778) with underlying current
floating rates of 3.11 percent plus applicable credit margin to a fixed rate of 5.20 percent plus
applicable credit margin from August 6, 2008 to August 31, 2009, to a fixed rate of 4.72 percent
plus applicable credit margin from August 31, 2009 to August 31, 2010 and to a fixed rate of 2.95
percent plus applicable credit margin from August 31, 2010 to August 31, 2011.

POLLARD BANKNOTE INCOME FUND
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YEARS ENDED DEC EM BER 31, 2008 A ND 2007

12. INCOME TAXES:
(a) Components of income tax provision:
The provision for income taxes is comprised of the following:
						

2008			

2007

Canada:
		
Current income taxes
$
United States:
		
Current income taxes		
		
Future income taxes (reduction)		

1,373			
1,892			

1,142
(2,034)

					

3,265			

(892)

				

3,698		

(437)

$

433		

$

$

455

(b) Reconciliation to statutory rate:
	The overall income tax provision differs from the amount that would be obtained by applying
the combined statutory income tax rate to income due to the following:
						

2008			

2007

Income taxes at Canadian rates:
Canadian combined federal and provincial
		
income tax rate		

32.2%			

35.3%

Income taxes (recovery)
$
Partnership loss (net income) allocated
		
to limited partners and therefore not subject to tax		
Withholding taxes		
Effect of non-taxable items related to foreign exchange		
Provision for income taxes

$

(1,015 )

$

8,107
pg

1,089			
433			
3,191			
3,698		

$

(6,920)
455
(2,079)
(437)

(c) Future income tax asset:
Significant components of the net future income tax asset are as follows:
						

2008			

2007

Future income tax assets:
		
Foreign exchange
$
		
Inventories		
		
Accrued expenses and other reserves		

–		
$
209			
886			

1,923
152
407

Future income tax assets

$

Future income tax liabilities:
		
Property, plant and equipment
$
		
Leasing transactions		
		
Goodwill		
		
Foreign exchange		

1,095		

$

2,482

(165 )
$
–			
(666 )		
(15 )		

(328)
(245)
(390)
–

Future income tax liabilities

$

(846 )

$

(963)

Net future income tax asset

$

249		

$

1,519
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12. INCOME TAXES

(CONTINUED):

(d)	At December 31, 2008, the tax basis of the limited partnership’s assets and liabilities
exceeds the carrying value of those assets and liabilities by $28,796 (2007 - $10,281).
13. PARTNERS’ CAPITAL (DEFICIT):
	Pollard LP is authorized to issue an unlimited number of Class A, B and C Limited Partnership
Units and an unlimited number of General Partner Units.
At December 31, 2008 and 2007, Pollard LP has the following issued and outstanding units:
		
		

CLASS A		
LP UNITS		

CLASS B
LP UNITS

CLASS C
LP UNITS

Pollard Equities Limited		
–		 13,725,984		 3,531,474
Pollard Banknote Income Fund		 6,285,700		
–		
–
Total number of units, end of year		 6,285,700		 13,725,984		 3,531,474
	Pollard Banknote Income Fund owns Class A LP units indirectly through its wholly owned
subsidiary Pollard Banknote Trust.
	In addition, 106,945 General Partner Units are issued and outstanding with the General Partner,
Pollard Banknote Limited at both December 31, 2008 and 2007.
	Pollard LP’s net income is allocated to the General Partner and to the Limited Partners on the
basis of 0.05 percent and 99.95 percent, respectively.
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UNIT DISTRIBUTIONS:

	Distributions on the LP Units will be made monthly to holders of Class A LP Units, Class B LP
Units and Class C LP Units, in each case, in respect of each monthly distribution period, such that
the aggregate per unit distributions on the Class A LP Units, the Class B LP Units and the Class C
LP Units are the same, after payment to the General Partner in respect of the GP Units.
	Distributions are made on the Class A, Class B and Class C LP Units and the General Partner
Units within 15 days of the end of each month.
	In addition to the cash distributions described above, subject to the terms of the limited
partnership agreement, the General Partner may make a cash distribution to holders of LP Units
at any other time.

POLLARD BANKNOTE INCOME FUND
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2008 A ND 2007

13. PARTNERS’ CAPITAL (DEFICIT)

(CONTINUED):

The following outlines the distributions declared during the year ended December 31, 2008:
GENERAL PARTNER
UNITS

January 9, 2008
$
February 8, 2008		
March 5, 2008		
April 9, 2008		
May 7, 2008		
June 11, 2008		
July 9, 2008		
August 6, 2008		
September 10, 2008		
October 8, 2008		
November 5, 2008		
December 10, 2008		
		
$

CLASS A
LP UNITS

CLASS B
LP UNITS

CLASS C
LP UNITS

TOTAL

1
$
505
$ 1,087
$
280
$ 1,873
1		
500		 1,087		
280		 1,868
1		
507		 1,087		
279		 1,874
1		
513		 1,087		
280		 1,881
1		
551		 1,087		
280		 1,919
1		
509		 1,087		
279		 1,876
1		
505		 1,087		
280		 1,873
1		
501		 1,087		
280		 1,869
1		
501		 1,087		
279		 1,868
1		
502		 1,087		
280		 1,870
1		
538		 1,087		
280		 1,906
1		
498		 1,087		
279		 1,865
12
$ 6,130
$ 13,044
$ 3,356
$22,542

	Of the distributions declared on its Class A LP units during 2008, $166 (2007 - $171) was to fund
a portion of the administrative costs of the Trust and the Fund.
UNIT RIGHTS:

	On August 5, 2005, the Fund and its wholly-owned Trust, the General Partner, Pollard LP and
Equities entered into an Exchange Agreement. The Exchange Agreement stipulates that Equities
has the right to require the Trust to indirectly exchange Class B and Class C LP Units held by
Equities for Units of the Fund, on the basis of one Fund Unit for each Class B or Class C LP Unit
exchanged. The exchange of Units under this Exchange Agreement would not dilute the Fund’s
income per Unit measure as any decrease in the income per Unit caused by the increase in the
number of Units outstanding would be fully offset by an increase in the Fund’s proportionate
share of Pollard LP’s income.
	The Class A, B and C LP Units have economic and voting rights that are equivalent in all material
respects, except that:
(a)	The Class B and Class C LP Units will be exchangeable for Units of the Fund at the option
of the holder on a one-for-one basis at anytime unless the exchange would jeopardize the
Fund’s status as a mutual fund trust under the Income Tax Act; and
(b)	The Class B LP Units and Class C LP Units will automatically become exchangeable into
Units of the Fund upon the satisfaction of certain conditions and in certain circumstances,
generally with respect to a takeover bid or business combination of the Fund.
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13. PARTNERS’ CAPITAL (DEFICIT)

(CONTINUED):

CAPITAL MANAGEMENT:

	Pollard LP’s objectives in managing capital are to maintain a strong capital base so as to
maintain investor, creditor and market confidence and to sustain future development of the
business. Pollard LP also strives to maintain an optimal capital structure to reduce the overall
cost of capital.
	In the management of capital, Pollard LP includes bank indebtedness, long-term debt and
partner’s capital but excludes other comprehensive loss. The Board of Directors regularly
monitors the levels of debt and equity and distributions.
	Pollard LP monitors capital on the basis of funded debt to EBITDA, working capital ratio and debt
service coverage. Pollard LP has externally imposed capital requirements as determined through
its bank credit facility. As at December 31, 2008, Pollard LP is in compliance with all financial
covenants.
	During the year ended December 31, 2008, Pollard LP entered into a new bank facility with its
senior lender to increase the amount of its term facility by $9,000 to assist in the financing of the
new press equipment.
14. ACCUMULATED OTHER COMPREHENSIVE LOSS:
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Translation of financial statements
		
of self-sustaining foreign operations:
		
Balance, beginning of year
$
		
Unrealized gain (loss) on translation of financial
			
statements of self-sustaining foreign operations		
		

Balance, end of year		

2008			

(2,952 )

2007

$

(712)

3,092			

(2,240)

140			

(2,952)

(246 )		

–

Derivatives designated as cash flow hedges:
		
Balance, beginning of year		
		
Transition adjustment on adoption of new accounting
			
standards (note 3)		
		
Unrealized loss on derivatives designated
			
as cash flow hedges, net of income tax reduction
			
of $343 (2007 - $220)		

–			

358

(2,290 )		

(604)

		

(2,536 )		

(246)

Balance, end of year		

Total accumulated other comprehensive loss

POLLARD BANKNOTE INCOME FUND
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(2,396 )

$

(3,198)
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15. COMMITMENTS AND CONTINGENCIES:
	Pollard LP and its subsidiaries rent premises and equipment under long-term operating leases.
The following is a schedule by fiscal year of rental payment commitments under operating leases
outstanding for the next five years:
2009			
$
2010				
2011				
2012				
2013				
Thereafter			

2,062
1,936
1,775
1,756
1,746
11,392

	Pollard LP is contingently liable for outstanding letters of credit in the amount of $1,221
at December 31, 2008 (2007 - $2,923). These letters of credit are part of Pollard LP’s demand
operating bank facility and are secured as disclosed in note 11.
	During 2008 Pollard LP entered into a lease for a new facility in Winnipeg. The building leased is owned
by an affiliate of Pollard Equities Limited. The lease covers approximately 160,000 sq. ft. of developed
manufacturing and office space for a period of 12 years and 6 months, beginning October 1, 2008,
with an option to renew for a period of 30 months, at an annual lease rate of approximately $1,296.
	Pollard LP also entered into a sale leaseback with an affiliate of Equities for land and building
in Council Bluffs, Iowa. The property was sold for CDN$4,081 and leased back for ten years at
an annual lease rate of approximately US$260.
	Pollard LP is involved in litigation and claims associated with operations, the aggregate
amounts of which are not determinable. While it is not possible to estimate the outcome of the
proceedings, management is of the opinion that any resulting settlements would not materially
affect the financial position of Pollard LP. Should losses occur on resolution of these claims,
such loss would be accounted for as a charge to income in the period in which the settlement
occurs. In addition, Equities has agreed to indemnify Pollard LP for any losses relating to certain
current litigation.
	The General Partner and Pollard LP have agreed to indemnify Pollard LP’s current and former
directors and officers from and against liability and costs in respect of any action or suit against
them in connection with the execution of their duties of office, subject to certain usual limitations.
No claims with respect to such occurrences have been made and, as such, no amount has been
recorded in these financial statements with respect to these indemnifications.
16. INTEREST:
2008

2007

Interest expense incurred on:
Long-term debt					 $
Other							

2,939
$
829		

2,549
170

								

3,768

2,719

$

$
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17. SUPPLEMENTARY CASH FLOW INFORMATION:
					

2008			

Change in non-cash operating working capital:
Accounts receivable
$
Inventories		
Prepaid expenses and deposits		
Accounts payable and accrued liabilities		
Income taxes payable		

(1,882 )
$
(3,527 )		
540			
2,757			
(684 )		

				

(2,796 )

$

$

2007

(65)
812
116
36
108
1,007

18. PENSION BENEFITS:
	Pollard LP sponsors non-contributory defined benefit plans providing pension benefits to its
employees. Pollard LP has four pension plans of which three are final pay plans and one is a
flat benefit plan. None of the plans have indexation features. The measurement date for all the
plans is December 31. The two plans of the U.S. subsidiaries require valuations annually with
the last valuations being as of January 1, 2008. One of the Canadian plans of Pollard LP requires
valuation every year with the last valuation as of December 31, 2007. The other Canadian plan
of Pollard LP requires valuation every four years with the last valuation as of January 1, 2004.
Pollard LP’s U.S. subsidiaries also maintain two defined contribution plans. The pension expense
for these defined contribution plans is the annual funding contribution by the subsidiaries.
pg

78

Information about Pollard LP’s defined benefit plans, in aggregate, is as follows:
					

2008			

2007

Benefit plan assets:
Fair value, beginning of year
$
Actual return on plan assets		
Employer contributions		
Benefits paid			
Other				

13,833		
$
(1,791 )		
2,712			
(492 )		
396			

12,898
179
1,686
(686)
(244)

Fair value, end of year

14,658		

13,833

$

$

Accrued benefit plan obligations:
Balance, beginning of year
$
Current service cost		
Interest cost			
Benefits paid			
Actuarial gain			
Other				

18,224		
$
1,851			
1,045			
(492 )		
(6,490 )		
573			

17,757
1,683
956
(686)
(1,265)
(221)

Balance, end of year		

14,711			

18,224

Deficit of plan assets versus plan obligations		
Unamortized net actuarial loss		

(53 )		
18			

Net accrued benefit plan liability

$

(35 )

$

(568)

Recognized in the consolidated balance sheet
as accounts payable and accrued liabilities

$

(35 )

$

(568)

POLLARD BANKNOTE INCOME FUND
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18. PENSION BENEFITS

(CONTINUED):

Included in the accrued benefit plan obligations and the fair value of benefit plan assets at year
end are the following amounts in respect of plans with accrued benefit plan obligations in excess
of plan assets:
					

2008			

2007

Accrued benefit plan obligations
$
Fair value of benefit plan assets		

4,657		
$
4,083			

18,224
13,833

Deficit			

$

574		

$

4,391

The total net cost for Pollard LP’s defined benefit and defined contribution pension plans is as follows:
					

2008			

2007

Net defined benefit plans cost:
Current service cost
$
Interest on plan obligations		
Actual return on plan assets		
Difference between expected return and actual return
on plan assets		
Amortization of actuarial gains and losses		

1,851		
$
1,045			
1,791			

1,683
956
(179)

(2,691 )		
151			

(681)
174

Net defined benefit plans cost		

2,147			

1,953

Defined contribution plans cost		

187			

192

Net pension plans cost

$

2,334		

$

2,145

The significant actuarial assumptions adopted in measuring Pollard LP’s accrued benefit
obligations are as follows:
					

2008			

2007

Discount rate			6% to 7.5%			5.5% to 6%
Rate of compensation increase		0% to 3.5%			 0% to 5%
The significant actuarial assumptions adopted in measuring Pollard LP’s pension cost are as follows:
					

2008			

2007

Discount rate			5.5% to 6%			5.5% to 6%
Expected long-term rate of return on plan assets		
6.5%			
6.5%
Rate of compensation increase		0% to 3.5%			 0% to 5%

The benefit plan assets are held in trust and are invested as follows:
					

2008			

2007

Equities				
Bonds				
Cash and cash equivalents		

48.7%			
31.3%			
20.0%			

51.6%
30.8%
17.6%

					

100.0%			

100.0%
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19. RELATED PARTY TRANSACTIONS:
	During the year, Pollard Equities Limited paid to Pollard LP $72 (2007 - $36) in accounting
and administration fees.
	During the year Pollard LP disposed of a building and land in Council Bluffs, Iowa, and a piece
of undeveloped land in Winnipeg, Manitoba, to an affiliate of Equities for total proceeds of $4,715
and a gain on sale of $508. The sale values were determined through independent sources.
	The Council Bluffs, Iowa, property was subsequently leased back to Pollard LP (note 15).
	On August 5, 2005, the Fund, the Trust and the General Partner of Pollard LP entered into
a Support Agreement. Under the terms of the Support Agreement, the General Partner will
provide certain management, administrative and support services to the Fund and Trust and
will be reimbursed for all direct and indirect costs and expenses it incurs in the provision
of services pursuant to the Support Agreement. During the year ended December 31, 2008,
these reimbursed costs amounted to $166 (2007 - $168).
20. SALES TO MAJOR CUSTOMERS:
	For the year ended December 31, 2008, sales to one customer amounted to approximately 10
percent of consolidated sales. For the year ended December 31, 2007, sales to one customer
amounted to approximately 10 percent of consolidated sales.
21. SEGMENTED INFORMATION:
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	Pollard LP’s operations consist of one reporting segment principally in the manufacturing and
sale of lottery and charitable gaming products. Geographic distribution of sales, property, plant
and equipment and goodwill are as follows:
					

2008			

2007

Sales:
Canada		
$
U.S.				
Other			

44,751		
$
92,125			
41,113			

39,652
89,563
35,259

Total			

$

Property, plant and equipment and goodwill:
Canada		
$
U.S.				
					

POLLARD BANKNOTE INCOME FUND

$

177,989		

$

164,474

30,159		
$
19,800			

19,767
20,382

49,959		

40,149

$
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22. FINANCIAL INSTRUMENTS:
	The fair value of a financial instrument is the estimated amount that Pollard LP would receive
or pay to terminate the instrument agreement at the reporting date. The following methods
and assumptions were used to estimate the fair value of each type of financial instrument by
reference to various market value data and other valuation techniques as appropriate.
	The fair values of accounts receivable, loan to Pollard Equities Limited, accounts payable and
accrued liabilities and distributions payable approximate their carrying values given their shortterm maturities.
	The fair value of the investment in leases approximate the carrying value at the interest rates
implicit in the leases approximate rates for similar type instruments.
	The fair value of the long-term debt and bank indebtedness approximates the carrying value due
to the variable interest rate of the debt.
	The fair value of the other long-term liabilities approximates the carrying value based on the
expected settlement amounts of these liabilities.
	The fair value of foreign currency forward contracts is estimated utilizing market forward
rates of exchange.
	The fair value of the interest rate swap contracts is based on the amount at which they could be
settled using current interest rates.
23. FINANCIAL RISK MANAGEMENT:
Pollard LP has exposure to the following risks from its use of financial instruments:
Credit risk
Liquidity risk
Currency risk
Interest rate risk
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	Pollard LP’s risk management polices are established to identify and analyze the risks, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. The Audit
Committee oversees how management monitors compliance with Pollard LP’s risk management
policies and procedures. The Audit Committee is assisted in its oversight role by Internal Audit,
who undertakes regular reviews of risk management controls and utilizes the annual risk
assessment process as the basis for the annual internal audit plan.
CREDIT RISK:

	Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails
to meet its financial obligations.
	Credit risk on Pollard LP’s accounts receivable is minimized since they are mainly from
governments and their agencies and are collected in a relatively short period of time. Credit
risk on Pollard LP’s net investment in leases is minimized since they are with governments and
their agencies or dispersed among a large, diversified group of customers. Credit risk on foreign
currency and interest rate swap contracts is minimized since the counterparties are restricted to
Schedule 1 Canadian financial institutions.
	The carrying amount of accounts receivable is reduced through the use of an allowance account
and any adjustment to the allowance is recognized in the statement of income within selling and
administration expense. When a receivable balance is considered uncollectible, it is written off
against the allowance account.
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23. FINANCIAL RISK MANAGEMENT

(CONTINUED):

	The following table outlines the details of the aging of the Pollard LP’s receivables and the
related allowance for doubtful accounts:
			

DECEMBER 31, 2008

Current					
$
Past due for 1 to 60 days				
Past due for more than 60 days				
Less: Allowance for doubtful accounts				

14,834
3,780
1,901
(398)

						

20,117

$

LIQUIDITY RISK:

	Liquidity risk is the risk that Pollard LP will not be able to meet its financial obligations as they
fall due. Pollard LP’s approach is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due. In addition Pollard LP maintains demand operating
facilities including up to $20,000 for its Canadian operations and up to $9,760 (US$8,000) for its
U.S. subsidiaries. At December 31, 2008, the unused balance available for drawdown was $15,401.
	The 2009 requirements for capital expenditures, working capital and distributions are expected
to be financed from cash flow provided by operating activities and unused credit facilities. Pollard
LP enters into contractual obligations in the normal course of business operations.
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CURRENCY RISK:

	Pollard LP sells a significant portion of its products and services to customers in the United States
and to international customers where sales are denominated in U.S. dollars. In addition, a significant
portion of its cost inputs are denominated in U.S. dollars. Pollard LP also generates a small amount
of revenue in currencies other than the Canadian and U.S. dollar, primarily in Euros.
	In addition, translation differences arise when foreign currency monetary assets and liabilities
are translated at foreign exchange rates that change over time. As at December 31, 2008, the
amount of financial liabilities denominated in U.S. dollars exceeds the amount of financial assets
denominated in U.S. dollars by approximately $7,400. A 50 basis point weakening/strengthening
in the value of the Canadian dollar relative to the U.S. dollar would result in a decrease/increase
in net income of approximately $37.
	Pollard LP utilizes a number of strategies to mitigate its exposure to currency risk. Two
manufacturing facilities are located in the U.S. and a significant amount of cost inputs for all
production facilities are denominated in U.S. dollars, offsetting a large portion of the U.S. dollar
revenue in a natural hedge. Pollard LP also utilizes foreign currency forward contracts to hedge
the net U.S. dollar exposure.
	In order to manage Pollard LP’s exposure to exchange rate fluctuations on U.S. dollar
denominated cash flow, Pollard LP has entered into foreign currency contracts to exchange
US$3,000 each month for approximately $3,129 for 21 consecutive months from January 2009
to September 2010. The foreign currency contracts are recognized in the balance sheets and
measured at fair value, which at December 31, 2008, represented a liability of $10,641
(2007 - an asset of $6,372).
	A 50 basis point strengthening/weakening in the foreign exchange rate between the Canadian
and U.S. dollar would decrease/increase the income before income taxes by $292 for the year
ended December 31, 2008, due to the change in the value of the mark-to-market value of the
foreign currency contracts.
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23. FINANCIAL RISK MANAGEMENT

(CONTINUED):

INTEREST RATE RISK:

	Pollard LP is exposed to interest rate risk relating to its fixed and floating rate instruments.
Fluctuation in interest rates will have an effect on the valuation and repayment of these
instruments. Pollard LP utilizes interest rate swaps to mitigate these risks by hedging a portion
of long-term debt. Interest rates relating to the bank indebtedness are not hedged. As at
December 31, 2008, approximately 75 percent of the long-term debt was hedged through the
use of interest rate swaps, allowing Pollard LP and one of its subsidiaries to receive interest at
floating rates and pay interest at a fixed rate.
	Pollard LP entered into two interest rate swap agreements effectively converting variable rate
debt obligations in the amount of $27,000 with underlying current floating rates of 3.36 percent
plus applicable credit margin to a fixed rate of 4.44 percent plus applicable credit margin from
August 2, 2008 to August 31, 2009, and to a fixed rate of 4.99 percent plus applicable credit
margin from August 31, 2009 to August 31, 2010.
	Pollard Holdings, Inc. entered into three interest rate swap agreements effectively converting
variable rate debt obligations in the amount of $18,030 (US$14,778) with underlying current
floating rates of 3.11 percent plus applicable credit margin to a fixed rate of 5.20 percent plus
applicable credit margin from August 5, 2008 to August 31, 2009, to a fixed rate of 4.72 percent
plus applicable credit margin from August 31, 2009 to August 31, 2010 and to a fixed rate of 2.95
percent plus applicable credit margin from August 31, 2010 to August 31, 2011.
	A 50 basis point decrease/increase in interest rates would result in an increase/decrease in
income before income taxes of $361 for the year ended December 31, 2008.
24. LONG-TERM INCENTIVE PLAN:
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	The officers of the General Partner and key employees of Pollard LP are eligible to participate
in the LTIP. The purpose of the LTIP is to provide eligible participants with compensation
opportunities that will enhance Pollard LP’s ability to attract retain and motivate key personnel
and reward officers and key employees for significant performance that results in Pollard LP
exceeding its target per LP Unit cash available for distribution, as defined. Pursuant to the
LTIP, Pollard LP will set aside a pool of funds based upon the amount, by which Pollard LP’s
cash available for distribution per fully-diluted LP Unit exceeds certain defined cash available
for distribution targets, currently $0.9504 per LP Unit on an annualized basis. The percentage
amount of that excess which forms the LTIP incentive pool will be determined in accordance with
the table below:
Percentage by which cash available
for distribution per Partnership Unit
exceeds base threshold

Percentage of excess cash available
for distribution

5% or less		

10%

Over 5% but less than 10%

10% of the first 5% plus 15% of any excess over 5%

Over 10%		
					

10% of the first 5% plus 15% of the next 5%
plus 20% of any excess over 10%

	For the years ended December 31, 2007 and 2008, based on cash available for distribution per LP
Unit not exceeding the base threshold, no provision for LTIP awards has been accrued in these
financial statements.

ANNUAL REPORT 2008

83

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
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25. EXTRAORDINARY GAIN:
	On December 24, 2007, Pollard LP purchased 100 percent of the outstanding shares of Nacako
Sdn Bhd (“Nacako”), a Malaysian company, for a nominal amount. Nacako provides certain
administrative and support services to lotteries in Malaysia and southeast Asia. The net financial
assets exceeded the purchase price, resulting in an extraordinary gain of $621.
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LETTER TO UNITHOLDERS
2009 was a difficult year on a number of levels. Our new press took significantly longer than planned to
achieve efficient productivity levels. Manufacturing and technical problems relating to specific production,
including large rework costs, were also incurred in the first half of the year which resulted in considerably
higher expenses. In addition, the ongoing stronger Canadian dollar put increasing negative pressure on our
profit levels. Despite these difficulties, we believe Pollard has put in place a number of important building
blocks to address these challenges and support our further success in the lottery industry.
The future of the lottery industry remains very positive and we believe the initiatives taken in 2009 and
early 2010 will allow Pollard to capitalize on the strong industry fundamentals and generate improved
financial results.

Sales
Fiscal 2009 generated over $191 million in sales. Our 2009 volumes remained steady compared to 2008,
an important benchmark when considering the operational difficulties and transitions undertaken during the
year. During the year the Canadian dollar was weaker compared to the U.S. dollar (relative to 2008) and this
generated a higher revenue figure in 2009. Working closely with our customers we shared in a number of
successes in growing their retail sales or expanding the diversity of the lottery offerings including areas such
as selling to new demographics or expanding into non-traditional retail distribution locations.
All of our significant contracts that came due during the year were renewed or extended in accordance with
the contract terms. Strategic increases in sales of licensed products and charitable gaming products were
achieved in 2009 and will be an area of important focus in 2010.
We currently serve as primary (or main) ticket supplier to a number of lotteries in the United States and
the sales growth record of this group of lotteries compared to the overall industry is dramatically higher.
The retail sales growth of instant tickets experienced by lotteries over the last two years served by Pollard
as primary supplier was 10.2%, versus 2.8% in the lotteries with a primary supplier other than Pollard.
We believe working closely with these key customers has demonstrated the unique strengths of Pollard and
will be a critical tool in leveraging our expertise into greater revenue opportunities. Continuing development
of our specialized proprietary sales products has also generated much interest in the lottery world and we
look to capitalize on these initiatives to increase our sales.

Operations
A major factor impacting our operations during 2009 was the continuing ramp-up of the new press.
Started in 2008, the implementation of the new press took considerably longer and utilized more resources
than anticipated. By the third quarter of 2009 the implementation was largely complete and the press began
operating near its expected level. During the first two quarters of the year our manufacturing operations
generated significant inefficiencies and higher costs due to the implementation challenges.
In November we announced the planned closure of our Kamloops production facility, which occurred during
February 2010. While a difficult decision due to our long presence in the community, the consolidation
of facilities will generate significant cost savings and manufacturing efficiencies beginning in the second
quarter of 2010. We have successfully absorbed all of the production from Kamloops into our remaining
facilities and have met or exceeded all of our cost saving goals to date. We thank our Kamloops employees
for their dedication and hard work over the years.
Our operating results were negatively affected by the strengthening value of the Canadian dollar relative to
the U.S. dollar. Approximately 70% of our revenue is U.S. dollar based and although we have a significant
natural hedge in our cost structure through U.S. dollar denominated expenditures, we have a net exposure
to U.S. dollar cash inflow. After the impact of our historical hedge program, the stronger Canadian dollar
resulted in a negative impact in 2009 compared to 2008 of approximately $2.5 million.
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Strengthening our balance sheet is an important objective of Pollard, and towards that end a new syndicated
banking facility was completed during the year, increasing to two our key credit providers and establishing a
fully committed three-year facility. In addition, we continued our plan of capital redeployment with the sale of
a surplus building and land in the second quarter with the resulting sale proceeds used to reduce our debt.

Conversion to a Corporation
On January 28, 2010, the Trustees approved in principle a plan to convert the Fund into a publicly traded
corporation, with conversion expected to occur May 2010. This is an important transition for our organization
that will ultimately assist Pollard in attaining a number of financial and operational objectives.
The conversion will utilize legislative tax-free conversion options and is expected to become effective in
May 2010, following appropriate approvals and Unitholders’ vote at this year’s annual general meeting.
It is anticipated that ultimately Unitholders in the Fund will hold shares in the new public corporation on
a one for one basis compared to their current unitholdings.
After the conversion it is expected the new corporation will pay a dividend that will be in line with typical
dividend payout ratios for publicly traded corporations. Accordingly, the plan approved in principle by
the Trustees sets out a quarterly dividend after conversion of $0.03 per share. Subsequent to year end
the Fund’s distributions were reduced to $0.01 per Unit per month in conjunction with the plan
to convert to a public corporation.

Outlook for 2010
Despite the difficult overall retail sales environment, sales of instant lottery tickets were slightly higher
during 2009 compared to 2008 and we anticipate this trend to continue in 2010.
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We expect to maintain or increase our sales volume with all of our major customers during 2010.
We will continue to compete strategically for new contracts as they become available during the year.
We have continued to see variation in our sales volumes from quarter to quarter. Traditionally the first
quarter sales volumes are slightly lower than the remainder of the year and this will be the case in 2010.
We have realigned our manufacturing capacity and reduced our costs significantly with the completion and
ramp-up of the new press installation and the closure of our Kamloops facility. Our overall net available
capacity has increased despite the Kamloops closure due to the improved performance of the new press.
The manufacturing and technical problems incurred in the first half of 2009 have been resolved due to
extensive development work. These key steps, in conjunction with a number of other internal manufacturing
initiatives, will allow us to improve our profitability through more efficient and cost effective production.
In summary, although disappointed in our 2009 financial results, we took a number of very important steps
forward in 2009. We believe we have laid the foundation for strengthening our balance sheet, established
more cost effective manufacturing capacity and began the operational and corporate restructuring
necessary to position Pollard for future success.
We want to thank all of our stakeholders for their support during this period of significant change.
Our employees, suppliers, customers and Directors and Trustees have all contributed importantly to the
progress made during this past year. We would particularly like to thank our Unitholders for their support
during our transition from an income trust to a more traditional corporate entity. We are confident that our
current investments in our business will generate positive results for the future.

Gordon Pollard

John Pollard

CO -CH I E F E X E C UTI V E O FFI C E R

C O-C HIE F E XE C UTIV E OF F IC E R

POLLARD BANKNOTE INCOME FUND

Trustees of Pollard Banknote Income Fund
Directors of Pollard Banknote Limited

Lawrence Pollard
CHAIRMAN, DIRECTOR

Lawrence Pollard joined Pollard Banknote in 1947 and served as President of the company from 1960
until 1997. Mr. Pollard has served on the Board of Directors of a number of public and private companies.
Currently Mr. Pollard serves on the Board of Directors of Gendis Inc., a public company, and several
non-profit organizations. He has served as President of the Winnipeg Chamber of Commerce and was
named Manitoba’s Entrepreneur of the Year in 1991.

Del Crewson
TRUSTEE AND DIRECTOR

Del Crewson is a former senior partner and Vice-Chair of Deloitte & Touche LLP. He is a member
of the Institute of Chartered Accountants of Manitoba and has been elected a “Fellow” of the
Institute. Mr. Crewson serves on the Board of Directors of The Wawanesa Mutual Insurance
Company, the Board of Trustees of Artis REIT, and is a member of and on the Advisory Board
of the Manitoba Chapter of the Institute of Corporate Directors. He is also the Chair of the Audit
and Evaluation Committee for the Department of Finance, Government of Canada. He is the past
President of the Institute of Chartered Accountants of Manitoba and is a former Canadian Institute
of Chartered Accountants Board and Executive Committee member.
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Garry Leach
TRUSTEE AND DIRECTOR

Garry Leach is the CEO of Belcher Island Smelting & Refining Corp. (an investment corporation).
From 1988 to 2004, Mr. Leach was President and CEO of Gerdau MRM Steel (Manitoba Rolling
Mills) and its predecessors. Mr. Leach serves on the Board of Directors of Manitoba Hydro and GLM
Industries. Mr. Leach has previously served on the Board of Directors for Gerdau Ameristeel (TSX,
NYSE), the Canadian Steel Producers Association, (Ottawa), the Steel Manufacturers Association,
(Washington), as well as the Business Council of Manitoba. Mr. Leach also served as Regent for
the University of Winnipeg.

Jerry Gray
TRUSTEE AND DIRECTOR

Jerry Gray is Dean Emeritus of the I. H. Asper School of Business at the University of Manitoba
where he also held the CA Manitoba Endowed Chair in Business Leadership. Dr. Gray is a Director
of Gendis Inc. and CentreVenture, Inc. and a Council Member of the Institute of Chartered
Accountants of Manitoba. He has consulted with many major corporations in the United States and
Canada in the areas of motivation, organizational design, manpower planning, managing change,
management development, incentive system design, customer service and strategic planning.
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Trustees of Pollard Banknote Income Fund
Directors of Pollard Banknote Limited (CONTINUED)

Douglas Pollard
DIRECTOR

Douglas Pollard is Vice President, Lottery Management Services of Pollard Banknote. In 1997 he joined
Pollard Banknote and from 1997 to 1999 he was a Director and the General Manager of Imprimerie
Spéciale de Banque, a subsidiary of Pollard Banknote based in Paris, France. Prior to 1997 Mr. Pollard
was a Senior Consultant with PricewaterhouseCoopers. Mr. Pollard has an M.B.A. from The Richard
Ivey School of Business at the University of Western Ontario and a B.A. from the University of Manitoba.

Gordon Pollard
DIRECTOR

Gordon Pollard is Co-Chief Executive Officer of Pollard Banknote. He joined the company in 1989
as Vice President, Marketing and became Co-Chief Executive Officer in 1997. Prior to 1989,
he practiced law with a major Manitoba law firm specializing in corporate and securities law.
Mr. Pollard has an LL.B. from the University of Manitoba and a B.A. from the University of Winnipeg.

John Pollard
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DIRECTOR

John Pollard is Co-Chief Executive Officer of Pollard Banknote. He joined the company in 1986
as Vice President, Finance and became Co-Chief Executive Officer in 1997. Prior to 1986, he was
an associate with the accounting firm Deloitte & Touche LLP. Mr. Pollard has a B. Comm from the
University of Manitoba and is a former member of the Institute of Chartered Accountants of Manitoba.
Mr. Pollard is also a Director of Winpak Ltd.

POLLARD BANKNOTE INCOME FUND

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

This management’s discussion and analysis
(“MD&A”) of Pollard Banknote Income Fund
(the “Fund”) and Pollard Holdings Limited
Partnership (“Pollard LP,” “Pollard Banknote”)
for the year ended December 31, 2009, is
prepared as at March 3, 2010, and should be
read in conjunction with the accompanying
financial statements of the Fund and Pollard
LP and the notes therein as at December
31, 2009. Results are reported in Canadian
dollars and have been prepared in accordance
with Canadian generally accepted accounting
principles (“GAAP” or “Canadian GAAP”).

Forward-Looking Statements
Certain statements in this report may constitute
“forward-looking” statements which involve
known and unknown risks, uncertainties and
other factors which may cause actual results,
performance or achievements to be materially
different from any future results, performance
or achievements expressed or implied by such
forward looking statements. When used in this
document, such statements include such words
as “may,” “will,” “expect,” “believe,” “plan” and
other similar terminology. These statements
reflect management’s current expectations
regarding future events and operating performance
and speak only as of the date of this document.
There should not be an expectation that such
information will in all circumstances be updated,
supplemented or revised whether as a result of
new information, changing circumstances, future
events or otherwise.

Use of Non-GAAP Financial Measures
Reference to “EBITDA” is to earnings before
interest, taxes, amortization, unrealized
foreign exchange gains and losses, mark-tomarket gains and losses on foreign currency
contracts and interest rate swaps, facility
closing reserve and long-term incentive plan
expense. Reference to “Adjusted Distributable
Cash” is to cash available for distribution to
Unitholders calculated as cash flow from
operations, before changes in non-cash working
capital, less maintenance capital expenditures.

Management views Adjusted Distributable Cash
as an operating performance measure, as it is
a measure generally used by Canadian income
funds as an indicator of financial performance.
Adjusted Distributable Cash is important as it
summarizes the funds available for distribution
to Unitholders. As the Fund and Pollard LP
will distribute substantially all of its cash on an
ongoing basis and since EBITDA and Adjusted
Distributable Cash are metrics used by many
investors to compare issuers on the basis of
the ability to generate cash from operations,
management believes that, in addition to Net
Income, EBITDA and Adjusted Distributable Cash
are useful supplementary measures.
EBITDA, Adjusted Distributable Cash,
Maintenance Capital Expenditures and Growth
Capital Expenditures are not measures
recognized under GAAP and do not have
standardized meanings prescribed by GAAP.
Therefore, these measures may not be
comparable to similar measures presented
by other entities. Investors are cautioned that
EBITDA should not be construed as an alternative
to Net Income or Loss determined in accordance
with GAAP as indicators of the Fund’s and
Pollard LP’s performance or to cash flows from
operating, investing and financing activities as
measures of liquidity and cash flows.
On July 6, 2007, the Canadian Securities
Administrators issued a replacement of National
Policy 41-201, “Income Trusts and Other
Direct Offerings,” which includes disclosure
guidance for income trusts. In addition, the
Canadian Institute of Chartered Accountants
(“CICA”) issued an interpretive release on
Management’s Discussion and Analysis
Guidance on Preparation and Disclosure entitled
“Standardized Distributable Cash in Income
Trusts and Other Flow-Through Entities”.
The CICA’s interpretive release outlines two
defined terms: Standardized Distributable Cash
and Adjusted Distribution Base. Standardized
Distributable Cash calculates Distributable
Cash as cash provided by operating activities
(including the impact of the change in non-cash
working capital) less total capital expenditures.
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When entity-specific adjustments are made
that are outside the definition of Standardized
Distributable Cash, then the adjusted amount is
reported as the Adjusted Distribution Base.
Management’s definition of Adjusted
Distributable Cash is consistent with the
CICA definition of Adjusted Distribution Base.
We have provided the information outlined by
the CSA and CICA based on management’s
interpretations regarding the suggested
disclosure. For a reconciliation of Adjusted
Distributable Cash to Standardized Distributable
Cash see “Adjusted Distributable Cash”.
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Basis of Presentation
The results of operations in the following
discussions encompass the consolidated results
of the Fund and Pollard LP for the year ended
December 31, 2009. All figures are in millions
except for unit amounts.
The Fund does not consolidate the results of
the operations of Pollard LP. As a result, the
audited financial statements with accompanying
notes therein have been presented for both the
Fund and Pollard LP. In addition, the following
management’s discussion and analysis presents
a discussion of the financial condition and results
of operations for both the Fund and Pollard LP.

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Pollard Banknote Income Fund
Formation of the Fund

Tax Fairness Plan

Pollard Banknote Income Fund (the “Fund”) is
an unincorporated, open-ended, limited purpose
trust established under the laws of the Province
of Ontario by a Declaration of Trust dated
June 29, 2005. The Fund qualifies as a “mutual
fund trust” for the purposes of the Income Tax
Act (Canada) and was established to acquire and
hold indirectly an investment in Pollard Holdings
Limited Partnership (“Pollard LP”).

The legislation relating to the Tax Fairness Plan
was passed into law during the second quarter
of 2007. The introduction of additional taxation
under this legislation is not expected to apply
to the Pollard Banknote Income Fund until
2011. On July 14, 2008, the Federal Government
announced draft regulations to allow income
funds to convert to a corporation without
generating a taxable event for Unitholders.
These draft regulations were passed into law
on March 12, 2009.

Results of Operations
The Fund earned $3.0 million in Net Income
from its investment in Pollard LP for the year
ended December 31, 2009, compared to a Loss
of $3.8 million in the year ended December 31,
2008. The Fund’s Net Income (Loss) is limited
to its proportionate share of Net Income (Loss)
of Pollard LP, less the amortization of the
excess of the purchase price of its investment in
Pollard LP over the underlying assets acquired
and less the administrative expenses incurred
by the Fund plus the impact of future income
tax reductions. The Fund recorded amortization
related to the purchase price adjustment of
$1.9 million (2008 - $1.9 million) and
administrative expenses of $0.2 million
(2008 - $0.2 million). The Fund is entirely
dependent on distributions from Pollard LP
to make its own distributions. During the year
ended December 31, 2009, the Fund received
a total of $4.7 million in distributions from
Pollard LP compared to $6.1 million in the
year ended December 31, 2008.
As at December 31, 2009, the Fund had total
assets of $45.1 million. Its largest single asset
is its investment in Pollard LP. The Fund had
no long-term financial liabilities as at
December 31, 2009.

Conversion to a Corporation
On January 28, 2010, the Trustees of the Fund, in
conjunction with the Board of Directors of Pollard
Banknote Limited, General Partner of Pollard LP,
approved in principle a plan to convert the Pollard
Banknote Income Fund into a publicly traded
corporation, with conversion expected to occur
May 2010. The conversion is subject to completion
of the detailed conversion plan and related
agreements and is subject to various customary
commercial conditions, including the receipt of
various regulatory approvals.
Pollard Banknote has been proactively assessing
several options available to provide long term
stable growth to the business while minimizing
the impact of the trust taxation legislated by the
Federal Government in June of 2007. In addition,
the ongoing opportunities and competitive
pressures in the lottery market underline the
need to continue to invest appropriate amounts in
capital and technological improvements. Pollard
Banknote believes the conversion to a corporation
will help accomplish these objectives.
The conversion will utilize legislative tax-free
conversion options and is expected to become
effective in May 2010, following appropriate
approvals and Unitholders’ vote at the annual
general meeting to be held in May 2010.
It is anticipated that ultimately Unitholders in
the Fund will hold shares in the new public
corporation on a one for one basis compared
to their current unit holdings.
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After the conversion it is expected the new
corporation will pay a dividend that will be in line
with typical dividend payout ratios for publicly
traded corporations. Accordingly the plan
approved in principle by the Trustees sets out a
quarterly dividend after conversion of $0.03 per
share. Prior to the conversion, effective with the
distribution payable March 15, 2010, its monthly
distribution to Unitholders will be adjusted to the
equivalent rate of $0.01 per Unit.
It is expected a detailed information circular
containing all of the details of the conversion will
be mailed to Unitholders in April 2010.

Distribution Policy Prior to Conversion
The monthly cash distribution was reduced
to $0.01 per Unit, consistent with the equivalent
anticipated dividend rate, beginning with
the distribution covering the period from
February 1, 2010 to February 28, 2010.
Payment of the February distribution will be
made on March 15, 2010, to Unitholders of
record on February 26, 2010.
The cash distribution covering the period
January 1, 2010 to January 31, 2010 was
declared on January 9, 2010. Payment of
the $0.0475 per Unit will still be made on
February 15, 2010, to Unitholders of record
on January 29, 2010.

Distributions
During 2009 the Fund declared the following distributions:
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MONTH

DAT E DECL ARED

DA T E O F R E CO R D

P A YM E NT DA T E

A M O U NT P E R U NI T

January

January 7

January 30

February 16

$0.0792

February

February 11

February 27

March 16

$0.0792

March

March 4

March 31

April 15

$0.0792

April

April 8

April 30

May 15

$0.0792

May

May 7

May 29

June 15

$0.0475

June

June 10

June 30

July 15

$0.0475

July

July 8

July 31

August 17

$0.0475

August

August 5

August 31

September 15

$0.0475

September

September 9

September 30

October 15

$0.0475

October

October 7

October 31

November 16

$0.0475

November

November 5

November 30

December 15

$0.0475

December

December 9

December 31

January 15, 2010

$0.0475

Total				

POLLARD BANKNOTE INCOME FUND

$0.6968

Tax Treatment of Distributions
The tax treatment of the 2009 distributions has been determined as follows:
TOTAL DISTRIBUTION FOR 2009 PER UNIT

$0.6968

T3 B OX

DESCRIPT ION 			

A M O U NT

49

Actual Amounts of Eligible Dividends 		

$0.0917

21

Capital Gains			

$0.0496

26

Other Taxable Income		

$0.3324

42

Return of Capital			

$0.2231

		

		

Income Taxes
The Fund is a mutual fund trust for income tax
purposes. As such, the Fund is only taxable
on any amount not allocated to Unitholders.
The Fund intends to continue to meet the
requirements under the Income Tax Act and
there is no indication that the Fund will fail to
meet those requirements.
As the Tax Fairness Plan legislation is now
enacted, the Fund is required to recognize
future income tax assets and liabilities with
respect to temporary differences between the
carrying amount and tax basis of its assets
and liabilities that are expected to reverse in
or after 2011. The Fund does not expect the
temporary difference between the carrying
amount and tax basis of the investment in
Pollard LP to reverse in the foreseeable future
and accordingly has reduced the asset by a
valuation allowance for the full amount.

Units
As at December 31, 2008, December 31, 2009,
and March 3, 2010, the Fund had 6,285,700 Units
issued and outstanding. In addition, the Fund
had issued and outstanding 17,257,458 Special
Voting Units owned entirely by Pollard Equities
Limited (“Equities”) (formerly Pollard Amalco
Inc.). These Special Voting Units are used solely
for providing voting rights to the holders of the
Class B and Class C LP Units of Pollard LP and
are not transferable separately from the Class B

$0.6968

LP and Class C LP Units. Special Voting Units do
not entitle the holder to any rights with respect
to the Fund’s property, distributions or income.
Equities also owns 47,700 Units purchased
during 2008 on the open market under a normal
course purchase bid announced on May 7, 2008.
On August 5, 2005, the Fund, the Trust, Pollard
Banknote Limited (the “General Partner”),
Pollard LP and Equities entered into an exchange
agreement (the “Exchange Agreement”).
The Exchange Agreement stipulates that Equities
has the right to require the Fund to indirectly
exchange Class B LP Units and Class C LP Units
held by Equities for Units of the Fund, on the
basis of one Fund Unit for each Class B LP Unit
or Class C LP Unit exchanged. This exchange
ratio is subject to anti-dilution adjustments
explained further in the Exchange Agreement.
The exchange of LP Units under this agreement
would not dilute the Fund’s income per Unit
measure as any decrease in the income per Unit
caused by the increase in the number of Fund’s
Units outstanding would be fully offset by an
increase in the Fund’s proportionate share of
Pollard LP’s income.
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Net Income (Loss) per Unit

INVESTMENT

Net Income per Unit for the year ended
December 31, 2009, was $0.48 per Unit (basic
and diluted). Adjusted Distributable Cash per
Unit for the year ended December 31, 2009,
based on the underlying business of Pollard LP
was $0.59 per Unit (see “Adjusted Distributable
Cash Reconciliation”).
Net Loss for the year ended December 31, 2008,
was $0.61 per Unit. Adjusted Distributable Cash
for the year ended December 31, 2008, based
on the underlying business of Pollard LP was
$0.91 per Unit.

The valuation of the Fund’s investment in Pollard
LP is regularly reviewed by management to
ensure that any decline in fair value that is
considered other than temporary is reflected
in the related carrying value of the investment.
In making that assessment, several factors
are considered including the amount by which
the carrying value exceeds market value, the
duration of the market value decline and Pollard
LP’s expected future cash flows and earnings.
The annual impairment test was performed and
it was determined that there was no impairment
to the carrying value of the investment.

Financial Instruments

INCOME TAXES

Distributions receivable, distributions payable to
Unitholders and accounts payable are reflected in
the financial statements at carrying values, which
approximate fair value because of the short-term
maturity of these financial instruments.

Income taxes reflect the expected future tax
consequences of temporary differences between
the carrying amounts of assets and liabilities and
their tax basis. Future income tax assets and
liabilities are determined based on the enacted
or substantively enacted tax rates, which are
expected to be realized. Valuation allowances are
established when necessary to reduce the future
tax assets to the amounts to be realized.

Critical Accounting Policies
and Estimates
The preparation of the financial statements
in conformity with Canadian GAAP requires
management to make estimates and
assumptions that affect the reported amounts
of assets and liabilities and disclosure of
contingent assets and liabilities at the dates
of the financial statements and the reported
amounts of revenue and expenses during the
reporting period. Management of the Fund
regularly reviews its estimates and assumptions
based on historical experience and various other
assumptions that it believes would result in
reasonable estimates given the circumstances.
Actual results could differ from those estimates
under different assumptions. The following
is a discussion of accounting policies that
requires significant management judgment and
estimation. For a discussion of all of the Fund’s
accounting policies, including the items outlined
below, refer to note 2 of the consolidated
financial statements of the Fund.

POLLARD BANKNOTE INCOME FUND

Changes in Accounting Policies

Future Changes in Accounting Policies

GOODWILL AND INTANGIBLES

In January 2006, the Accounting Standards
Board of Canada (“AcSB”) announced that
accounting standards in Canada are to
converge with the International Financial
Reporting Standards (“IFRS”). Canadian publicly
accountable enterprises must adopt IFRS for
their interim and annual financial statements
relating to fiscal years beginning on or after
January 1, 2011. For a discussion of IFRS see
Pollard Holdings Limited Partnership – “Future
Changes in Accounting Policies – International
Financial Reporting Standards”.

Effective January 1, 2009, the Fund has adopted
the Canadian Institute of Chartered Accountants
(CICA) Handbook Section 3064, Goodwill and
Intangible Assets, replacing Section 3062,
Goodwill and Other Intangible Assets, as well as
Section 3450, Research and Development Costs.
Section 3064 states that upon their initial
identification, intangible assets are to be
recognized as assets only if they meet the
definition of an intangible asset and meet the
standards on the recognition, measurement,
presentation and disclosure for goodwill and
intangible assets. Section 3064 also provides
further information on the recognition
of internally generated intangible assets
(including research and development costs).
As for subsequent measurement and
disclosure of intangible assets and goodwill,
Section 3064 carries forward the requirements
of the old Section 3062, Goodwill and Other
Intangible Assets.

In January, 2009, the CICA issued Section 1582,
Business Combinations, replacing Section 1581,
Business Combinations. This new section
establishes standards for the measurement of
a business combination and the recognition and
measurement of assets acquired and liabilities
assumed. In addition, Section 1601, Consolidated
Financial Statements was issued and replaced
Section 1600, Consolidated Financial Statements.
This new section establishes standards for the
preparation of consolidated financial statements.
The Fund is required to apply Section 1582
prospectively to business combinations for which
the acquisition date is on or after January 1,
2011. Section 1582 is the Canadian equivalent
to International Financial Reporting Standard
IFRS 3, Business Combinations. The Fund is also
required to apply Section 1601 for fiscal years
beginning on or after January 1, 2011. Section
1601 is equivalent to a portion of International
Financial Reporting Standard IAS 27, Consolidated
and Separate Financial Statements.
The Fund does not expect Sections 1582 and 1601
to have a material impact on its consolidated
financial statements.
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Related Party Transactions
On August 5, 2005, the Fund, the Trust and
the General Partner entered into a Support
Agreement. Under the terms of the Support
Agreement, the General Partner will provide
certain management, administrative and support
services to the Fund and Trust and will be
reimbursed for all direct and indirect costs and
expenses it incurs in the provision of services
pursuant to the Support Agreement. During the
year ended December 31, 2009, these reimbursed
costs totaled $0.2 million (2008 - $0.2 million).
Equities purchased 47,700 Units during 2008 on
the open market under a normal course purchase
bid announced on May 7, 2008.

Commitments and Contingencies
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The Declaration of Trust of the Fund provides
that the trustees will act honestly and in good
faith with a view to the best interests of the Fund
and in connection with that duty will exercise
the degree of care, diligence and skill that a
reasonably prudent person would exercise in
comparable circumstances. The Declaration of
Trust of the Fund and the constating documents
of each of the Fund’s subsidiaries provide for
the indemnification of its respective trustees,
directors and officers from and against liability
and costs in respect of any action or suit
against them in connection with the execution
of their duties of office, subject to certain usual
limitations. The Declaration of Trust of the
Fund also provides for the indemnification of
its trustees from and against liability and costs
in respect of any action or suit against them in
connection with the execution of their duties as
trustees, subject to certain usual limitations.
No claims with respect to such occurrences
have been made and, as such, no amount has
been recorded in this balance sheet with respect
to these indemnifications

POLLARD BANKNOTE INCOME FUND

Industry Risks and Uncertainties
DEPENDENCE ON TRUST AND POLLARD LP

The Fund is an unincorporated, open-ended
limited purpose trust, which is entirely
dependent on the operations and assets of
Pollard LP through its ownership of Trust.
Cash distributions to Unitholders will be
dependent on the ability of Trust to pay
distributions in respect of the Trust Units and
interest on the Trust Notes and in turn the
ability of Pollard LP to pay distributions on its
Class A Limited Partnership Units. Although the
Fund intends to distribute the interest and other
income earned by the Fund less expenses and
amounts, if any, paid by the Fund in connection
with the redemption of Units, there can be no
assurance regarding the amounts of income
to be generated by Pollard LP and paid to the
Fund. The actual amount distributed in respect
of the Units will depend upon numerous factors,
including profitability, fluctuations in working
capital, capital expenditures and compliance
with restrictive covenants under Pollard LP’s
Credit Facility.
TAXATION

For a discussion of tax related risks and
uncertainties see “Tax Fairness Plan”.

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

Pollard Holdings Limited Partnership
Overview
Pollard Holdings Limited Partnership (“Pollard
LP”) is one of the leading providers of products
and services to lottery and charitable gaming
industries throughout the world. Management
believes Pollard LP is the largest provider of
instant-win scratch tickets (“instant tickets”)
based in Canada and the second largest
producer of instant tickets in the world.
Pollard LP produces and provides a
comprehensive line of instant tickets and
lottery services including licensed products,
distribution, retail telephone selling (“tel-sell”),
marketing and instant ticket vending machines.
In addition, Pollard LP’s charitable gaming
product line includes pull-tab (or break-open)
tickets, bingo paper, pull-tab vending machines
and ancillary products such as pull-tab counting
machines. Pollard LP also markets products
to the commercial gaming and security sector
including such items as promotional scratch
and win, transit tickets and parking passes.

Pollard LP’s lottery products are sold extensively
throughout Canada, the United States and the
rest of the world, wherever applicable laws
and regulations authorize their use. Pollard LP
serves over 45 instant ticket lotteries including
a number of the largest lotteries throughout the
world. Charitable gaming products are mostly
sold in the United States and Canada where
permitted by gaming regulatory authorities.
Pollard LP serves a highly diversified customer
base in the charitable gaming market of over
250 independent distributors with the majority of
revenue generated from repeat business.

pg

PRODUCT LINE BREAKDOWN OF REVENUE
			
			

YEAR ENDED
DECEMBER 31, 2009

YEAR ENDED
DECEMBER 31, 2008

Instant Tickets				

88%		

88%

Charitable Gaming Products			

11%		

10%

Vending Machines				

1%		

2%

GEOGRAPHIC BREAKDOWN OF REVENUE
			
			

YEAR ENDED
DECEMBER 31, 2009

YEAR ENDED
DECEMBER 31, 2008

United States					

56%		

52%

Canada						

24%		

25%

International					

20%		

23%
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Pollard LP’s key objectives are to generate
stable cash distributions to Unitholders and
to grow Adjusted Distributable Cash and cash
distributions over time. Pollard LP’s strategy to
accomplish this is based on two core elements:
Organic Growth – Through expanding product
offerings, assisting its customers to grow
their retail lottery gaming sales, obtaining new
customers and by increasing its gross margin
by cost reductions and increased efficiencies,
Pollard LP will maintain and increase
distributable cash available for Unitholders.
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Acquisitions – Selective acquisitions will
be used to increase distributable cash.
Acquisitions will augment the existing lottery
and charitable gaming markets currently
served and allow increased market share
penetration. Any acquisitions will be accretive to
existing Unitholders. Acquisition targets could
include non-gaming opportunities, such as
manufacturers of security printing, if all
of Pollard LP’s acquisition criteria are met
or exceeded.

Formation of the Limited Partnership
Pollard LP is a limited partnership established
under the laws of the Province of Manitoba
on June 29, 2005, by a partnership agreement
as amended on August 5, 2005. Pollard LP
was established to acquire the business of the
manufacture and sale of lottery and gaming
products (the “business”) from Pollard Banknote
Limited, renamed Pollard Amalco Inc. and to
operate such business thereafter. On July 14,
2008, Pollard Amalco Inc. was renamed Pollard
Equities Limited (“Equities,” “the predecessor
company”).
The Fund’s economic interest in Pollard LP
approximates 26.7% and Equities’ economic
interest in Pollard LP approximates 73.3%.
The General Partner of Pollard LP is Pollard
Banknote Limited which holds an economic
interest of 0.05%.

POLLARD BANKNOTE INCOME FUND

Adjusted Distributable Cash of Pollard LP
Pollard LP generated Adjusted Distributable
Cash totaling $13.8 million during the year
ended December 31, 2009, after considering the
expenses of the Fund. The payout ratio for the
year ended December 31, 2009, was 118.6%.
Based on the distributions declared, before Fund
expenses, of $16.4 million per year, Adjusted
Distributable Cash fell short of the target by $2.6
million for the year ended December 31, 2009.
On a per Unit basis, Adjusted Distributable Cash
for the year ended December 31, 2009, totaled
$0.5877 approximately $0.1091 under the
distributions declared of $0.6968 per Unit.
Beginning in May the monthly distribution was
reduced from $0.0792 per Unit per month to
$0.0475.
Subsequent to year end, the February 2010
monthly distribution was reduced from $0.0475
per Unit per month to $0.01 per Unit per month.
Pollard LP generated Adjusted Distributable
Cash totaling $21.5 million during the year
ended December 31, 2008, after considering the
expenses of the Fund. The payout ratio for the
year ended December 31, 2008, was 104.1%.
Based on the distributions declared of $22.4
million per year, Adjusted Distributable Cash fell
short of distributions declared by $0.9 million for
the year ended December 31, 2008.
On a per Unit basis, Adjusted Distributable Cash
for the year ended to December 31, 2008, totaled
$0.9129, approximately $0.0375 under the
distributions declared of $0.9504 per Unit.
Management uses Adjusted Distributable
Cash to measure operating performance and
therefore believes that Adjusted Distributable
Cash calculated from EBITDA is an appropriate
measure to help readers evaluate the
performance of the Fund and Pollard LP.
Adjusted Distributable Cash is defined by
management as EBITDA, less maintenance
capital expenditures, cash taxes and interest
expense.

Adjusted Distributable Cash and EBITDA are not
recognized measures under Canadian GAAP and
do not have standardized meaning prescribed
by Canadian GAAP. Adjusted Distributable
Cash, EBITDA and related measures may not
be viewed as alternatives to net earnings or
other measures of performance calculated in
accordance with Canadian GAAP (see “Use of
Non-GAAP Financial Measures”).

Kamloops Facility

Conversion to a Corporation
On January 28, 2010, the Board of Directors of
Pollard Banknote Limited, General Partners
of Pollard LP, in conjunction with the Trustees
of the Fund, approved in principle a plan to
convert Pollard Banknote Income Fund into a
publicly traded corporation, with the conversion
expected to occur May 2010. See “Conversion
to a Corporation” under Pollard Banknote
Income Fund.

On November 5, 2009, Pollard LP announced
that its Kamloops production facility would
be permanently closed in February 2010 with
all related production being transferred to
its other facilities. A one-time facility closing
liability of $4.7 million was accrued in the
fourth quarter of 2009, representing estimated
closing costs including employee severance
costs. The rationalization of facilities will result in
significantly reduced net annual operating costs
after closure of a minimum of approximately
$4 million per year.
pg
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The following financial information should be read in conjunction with the accompanying
financial statements of the Fund and Pollard LP and the notes therein as at and for the year
ended December 31, 2009.

Reconciliation of Net Income to Adjusted Distributable Cash
(MILLIONS OF DOLLARS)		
		
REFERENCE

Net Income (Loss)		
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YEAR ENDED
DECEMBER 31, 2009

$17.8

YEAR ENDED
DECEMBER 31, 2008

$(6.9)

Adjustments:			
Interest		
4.4
Unrealized foreign exchange (gain) loss		
(3.7)
Mark-to-market (gain) loss on foreign currency
		
contracts and interest rate swaps		
(10.4)
Amortization of de-designated hedges		
0.6
Facility closing 		
4.7
Income taxes		
1.0
Amortization		
6.6

17.0
3.7
6.2

EBITDA			

21.0

28.1

Less:
Cash taxes		
Interest		
Maintenance capital expenditures
1

(2.0)
(4.4)
(0.6)

(1.8)
(3.8)
(0.8)

Cash Available for Distribution
(before Fund expenses)		
Expenses of the Fund
2

14.0
0.2

21.7
0.2

$13.8

$21.5

Adjusted Distributable Cash

3

3.8
4.3

	Maintenance capital expenditures refer to capital expenditures, net of proceeds on disposals of assets replaced,
which are necessary to sustain current cash flow. Growth capital expenditures refer to capital expenditures that are
expected to increase cash flow.

1

2

Represents expenses borne by the Fund.

3

Cash available for distribution will fluctuate due to seasonal cash flows, timing of maintenance capital expenditures,
income taxes paid and interest costs on outstanding debt.

POLLARD BANKNOTE INCOME FUND

The Canadian Securities Administrators (Revised CSA Staff Notice 52-306) recommends Adjusted
Distributable Cash be reconciled to cash provided by operations from the statement of cash flows.
Adjusted Distributable Cash is defined by management as Standardized Distributable Cash adjusted
by the change in non-cash working capital and growth capital expenditures.
Adjusted Distributable Cash reconciled to cash provided from operations of Pollard LP is as follows:

Adjusted Distributable Cash Reconciliation
(MILLIONS OF DOLLARS EXCEPT FOR UNIT AMOUNTS)		
		
REFERENCE

YEAR ENDED
DECEMBER 31, 2009

YEAR ENDED
DECEMBER 31, 2008

Net cash provided by operations		
Total capital expenditures		

$14.1
(3.6)

$17.6
(19.5)

Standardized Distributable Cash		
Net change in non-cash working capital		
Facility closing		
Gain on sale of property, plant and equipment		
Growth capital expenditures
1

10.5
(5.9)
4.7
1.7
3.0

(1.9)
2.7
2.2
18.7

Adjusted Distributable Cash (before Fund expenses)		
Expenses of the Fund
2

14.0
(0.2)

21.7
(0.2)

Adjusted Distributable Cash		
Percentage of Adjusted Distributable Cash
available to Fund Unitholders
3

13.8

21.5

26.7%

26.7%

Adjusted Distributable Cash available to Fund Unitholders

4

$3.7

$5.7

Distributions declared and payable to Fund Unitholders		

$4.6

$6.0

Adjusted Distributable Cash per LP Unit		
Distributions declared per LP Unit		

$0.5877
$0.6968

$0.9129
$0.9504

Number of Fund Units outstanding		

6,285,700

6,285,700

Capital Expenditures:
Maintenance expenditures
Growth expenditures

5
1

$0.6
3.0

$0.8
18.7

Total		

$3.6

$19.5

1

Growth capital expenditures refer to capital expenditures that are expected to increase cash flow.

2

Represents expenses borne by the Fund.

3

Percentage is equal to the economic interest the Fund has in Pollard LP.

4

Cash available for distribution will fluctuate due to seasonal cash flows, timing of maintenance capital expenditures, 		
income taxes paid and interest costs on outstanding debt.

5

Maintenance capital expenditures refer to capital expenditures, net of proceeds on disposals of assets replaced, which 		
are necessary to sustain current cash flow.
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On July 6, 2007, the Canadian Securities
Administrators issued a replacement of
National Policy 41-201, “Income Trusts and
Other Direct Offerings,” which includes
disclosure guidance for income trusts. In
addition, the Canadian Institute of Chartered
Accountants issued an interpretive release
on Management’s Discussion and Analysis
Guidance on Preparation and Disclosure
entitled “Standardized Distributable Cash
in Income Trusts and Other Flow-Through
Entities”. The CICA calculation of Standardized
Distributable Cash is based on cash flows from
operating activities, including the effects of
changes in non-cash working capital, less total
capital expenditures. The CICA also defines
Adjusted Distribution Base, calculated as the
Standardized Distributable Cash less items
adjusted by management to better reflect the
distributable cash generated by the entity during
a particular period.
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Management feels that the Standardized
Distributable Cash calculation distorts the
quarter-to-quarter distributable cash and
payout ratios, as non-cash working capital
fluctuates dramatically as a result of the high
value, low volume transaction nature of the
business and rapid changes in the timing of
receipts and payments. In addition, management
believes capital expenditures related to growth
opportunities should not be included as a
deduction from distributable cash as they are
financed through the debt facility.
Various working capital items, including but not
limited to the timing of receivables collected,
investment in inventory and payment of payables
and accruals made, can have a significant
impact on the determination of distributable
cash if included in the calculations, particularly
for an interim period. The nature of the lottery
business with few customers generating fairly
large individual orders can result in significant
short-term variability in changes to non-cash
working capital. Accordingly, Pollard LP
excludes the impact of changes in non-cash
working capital items to remove the resultant
variability of including such amounts in the

POLLARD BANKNOTE INCOME FUND

determination of distributable cash. These
short-term variations in working capital are
financed through existing cash reserves or
through Pollard LP’s revolving credit facility.
Management believes Adjusted Distribution
Base (referred to as Adjusted Distributable
Cash) is a more appropriate measure of
distributable cash available for distributions,
as it removes the volatility of the working capital
variations and reflects the use of debt financing
for certain capital expenditures. The calculation
of Adjusted Distributable Cash is consistent with
the historic calculation of distributable cash for
Pollard LP and the Fund.
During the year Pollard LP disposed of a
surplus office building and land in Winnipeg,
Manitoba, to an affiliate of Equities for
proceeds of $3.4 million resulting in a gain of
approximately $1.7 million. The selling price
was based on current fair market value as
determined through an independent appraisal.
In 2008, Pollard LP sold a building and land
in Winnipeg, Manitoba, to an unrelated party
and a piece of undeveloped land in Winnipeg,
Manitoba, to an affiliate of Equities. The total
gain on sale of these disposals was $2.2 million.
Excluding the gain on sale, the Adjusted
Distributable Cash payout ratio for the year
ending December 31, 2009 would have been
135.8% (2008 – 115.4%).
The distribution policy of Pollard LP is to
distribute its available cash as determined by
the trustees. Distributions were paid to the
limited partners of record on the last day of the
month in respect of which the distributions are
to be paid.

Selected Financial Information
(MILLIONS OF DOLLARS)
YEAR ENDED
DECEMBER 31,
2009

Sales
Cost of Sales

YEAR ENDED
DECEMBER 31,
2008

YEAR ENDED
DECEMBER 31,
2007

YEAR ENDED
DECEMBER 31,
2006

$191.8

$178.0

$164.5

$176.7

153.0

141.1

130.5

136.5

Gross Profit
Gross Profit as a % of sales

38.8
20.2%

36.9
20.7%

34.0
20.7%

40.2
22.8%

Selling and Administration Expenses
Expenses as a % of sales

21.2
11.1%

20.2
11.3%

19.1
11.6%

19.3
10.9%

Realized foreign exchange loss (gain)
Loss (gain) as a % of sales

4.5
2.3%

(4.1)
(2.3%)

(2.7)
(1.7%)

(3.4)
(1.9%)

21.0
10.9%

28.1
15.8%

23.6
14.3%

29.9
16.9%

DECEMBER 31,
2007

DECEMBER 31,
2006

EBITDA
EBITDA as a % of sales

DECEMBER 31,
2009

Total Assets
Total Long Term Liabilities

$105.0
$76.5

DECEMBER 31,
2008

$113.0
$60.4

$104.3
$46.9

$104.6
$49.6
pg

Reconciliation of Net Income (Loss) to EBITDA
(MILLIONS OF DOLLARS)
YEAR ENDED
DECEMBER 31,
2009

Net Income (Loss)

$17.8

YEAR ENDED
DECEMBER 31,
2008

$(6.9)

YEAR ENDED
DECEMBER 31,
2007

YEAR ENDED
DECEMBER 31,
2006

$23.4

$15.0

Add back (deduct):					
Unrealized foreign exchange (gain) loss
(3.7)
Mark-to-market (gain) loss on foreign currency
contracts and interest rate swaps
(10.4)
Amortization of de-designated hedges
0.6
Facility closing
4.7
Amortization
6.6
Interest
4.4
Income taxes (recovery)
1.0
Long-Term Incentive Plan (LTIP) expense
EBITDA

$21.0

4.3

(2.2)

(0.3)

17.0
6.2
3.8
3.7
-

(6.3)
6.4
2.7
(0.4)
-

4.0
6.9
2.6
1.5
0.2

$28.1

$23.6

$29.9

The above selected financial and operating information has been derived from, and should be read
in conjunction with, the consolidated financial statements of Pollard LP.
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Review of Operations
Financial and operating information has been derived from, and should be read in conjunction with,
the consolidated financial statements of Pollard LP and the selected financial information disclosed
in this MD&A.

Analysis of Results
for the Year Ended December 31, 2009
SALES

OTHER

During the year ended December 31, 2009,
(“Fiscal 2009”) Pollard LP achieved sales of
$191.8 million, compared to $178.0 million in
the year ended December 31, 2008, (“Fiscal
2008”). Factors impacting the $13.8 million
sales increase were:

The volume of sales generated during Fiscal
2009 was consistent with Fiscal 2008. Average
selling price of instant tickets increased slightly,
resulting in $1.3 million higher sales when
compared with Fiscal 2008. Increased sales of
related lottery services generated an additional
$1.5 million in sales.

CHANGE IN THE VALUE
OF THE CANADIAN DOLLAR
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SAL ES BR EAK DO WN FISC AL 2009

During Fiscal 2009, Pollard LP generated
approximately 70% of its revenue in U.S. dollars
including a significant portion of international
sales which are priced in U.S. dollars. During
Fiscal 2009 the actual U.S. dollar value was
converted to Canadian dollars at $1.16,
compared to a rate of $1.07 during Fiscal
2008. This 9% decrease in the U.S. dollar value
resulted in an approximate increase of $11.0
million in revenue relative to Fiscal 2008.
P R O D U CT LI NE SALE S F I SCAL 2 0 0 9
(IN M IL L IONS OF DOL L ARS)

CHARITABLE
GAMING PRODUCTS
VENDING MACHINES
INSTANT TICKETS

$21.9
$1.5
$168.4

P R O D U CT LI NE SALE S F I SCAL 2 0 0 8
(IN M IL L IONS OF DOL L ARS)

CHARITABLE
GAMING PRODUCTS

$18.7

VENDING MACHINES

$2.8

INSTANT TICKETS

POLLARD BANKNOTE INCOME FUND

$156.5

C A N A DA

24%

UN ITE D STA TE S

56%

IN TE RN A TION A L

20%

SAL ES BR EAK DO WN FISC AL 2008

C A N A DA

25%

UN ITE D STA TE S

52%

IN TE RN A TION A L

23%

COST OF SALES AND GROSS MARGIN

Cost of sales was $153.0 million in Fiscal 2009
compared to $141.1 million in Fiscal 2008.
The increase in Fiscal 2009 was primarily due
to the weaker Canadian dollar impacting on U.S.
dollar transactions, increased manufacturing
overhead related to the increase in capacity and
certain manufacturing inefficiencies in the first
half of the year.
Gross profit increased from $36.9 million (20.7%
of sales) in Fiscal 2008 to $38.8 million (20.2% of
sales) in Fiscal 2009. The gross profit increased
from Fiscal 2008 due to the impact of the weaker
Canadian dollar increasing revenues greater
than cost of sales, which was partially offset by
the increased manufacturing overhead costs and
manufacturing inefficiencies noted above.
SELLING AND ADMINISTRATION
EXPENSES

Selling and administration expenses were
$21.2 million in Fiscal 2009 compared to
$20.2 million in Fiscal 2008, due to higher
resources committed to sales and marketing
including higher staff costs and higher travel
costs in the first half of Fiscal 2009.
Total selling and administration expenses were
11.1% of sales in Fiscal 2009, slightly lower as
a percent of sales than Fiscal 2008.
FOREIGN EXCHANGE LOSS

Foreign exchange transactions generated a
loss of $0.8 million in Fiscal 2009 compared to
a loss of $0.3 million in Fiscal 2008. Within the
foreign exchange loss are unrealized gains of
$3.6 million relating to the foreign exchange
gain on U.S. dollar denominated debt (caused by
the strengthening of the Canadian dollar)
and realized gains on accounts payable of
$0.8 million offset by $3.5 million in realized
losses relating to forward hedge contracts
(caused by fixed exchange rates in the hedges
being lower than the actual rates) and
$1.7 million in realized losses on U.S. dollar
denominated accounts receivable.

effectively hedged, our ongoing investment in
U.S. dollar denominated accounts receivable
was impacted negatively when the Canadian
dollar strengthened. These realized losses are
non-recurring, assuming the relationship of the
Canadian dollar remains steady relative to the
U.S. dollar.
In Fiscal 2008 the foreign exchange loss
consisted of an unrealized loss of $4.3 million
relating to the foreign exchange gain on U.S.
dollar denominated debt and $4.0 million in
realized gains relating primarily to forward
hedge contracts and increased value in U.S.
dollar denominated accounts receivable.
GAIN ON SALE OF PROPERTY,
PLANT AND EQUIPMENT

During the year Pollard LP disposed of a surplus
office building and land in Winnipeg, Manitoba, to
an affiliate of Equities for proceeds of $3.4 million,
resulting in a gain of approximately $1.7 million.
The selling price was based on current fair market
value as determined through an independent
appraisal. During 2008 gains on property sales
totaled $2.2 million.
EBITDA

EBITDA was $21.0 million in Fiscal 2009,
compared to $28.1 million in Fiscal 2008.
The EBITDA margin was 10.9% in Fiscal 2009,
compared to 15.8% in Fiscal 2008.
The $7.1 million decrease in EBITDA was
primarily due to the change to a realized foreign
exchange loss from a gain in 2008, partially
offset by a higher gross profit.
AMORTIZATION

Amortization includes amortization of property
and equipment, intangible assets, primarily
patents and deferred financing costs, and totaled
$6.6 million during Fiscal 2009, compared to
$6.2 million during Fiscal 2008. Amortization
was higher by $0.4 million in Fiscal 2009, due to
the amortization related to the addition of the new
press line in 2008.

Over the course of the Fiscal 2009 the Canadian
dollar strengthened versus the U.S. dollar.
While our cash flow during the year remained
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INTEREST

INCOME TAXES

Interest expense increased from $3.8 million
in Fiscal 2008 to $4.4 million in Fiscal 2009,
primarily due to an increase in bank debt
associated with capital expenditures and higher
interest rates associated with the new syndicated
credit facility completed on October 30, 2009.

Income tax expense was $1.0 million
in Fiscal 2009 compared to $3.7 million in
Fiscal 2008. The income tax expense is
lower due to differences relating to the
foreign exchange impact of Canadian dollar
denominated debt in the U.S. subsidiaries.

MARK-TO-MARKET GAIN (LOSS) ON
FOREIGN CURRENCY CONTRACTS

NET INCOME (LOSS)

A non-cash gain of $9.8 million was recorded
in Fiscal 2009, compared to a non-cash loss
of $17.0 million recognized in Fiscal 2008.
The strengthening of the Canadian dollar relative
to the U.S. dollar during 2009 resulted in a
non-cash increase in the value of the forward
foreign currency contracts. During 2008 the
Canadian dollar weakened significantly during
the second half of the year which generated a
large non-cash loss. These contracts expire
during the first nine months of 2010 with the
final contract maturing in September 2010.
pg
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EMPLOYEE PROFIT SHARING

Employee profit sharing costs decreased to
$0.9 million in Fiscal 2009 from $1.4 million in
Fiscal 2008. The change was due to a decrease
in the income subject to employee profit sharing
in Fiscal 2009. Mark-to-market changes on
foreign currency contracts and interest rate
swaps are excluded from the calculation of
employee profit sharing.

POLLARD BANKNOTE INCOME FUND

Net Income for Fiscal 2009 was $17.8 million
compared to a Net Loss of $6.9 million in Fiscal
2008. The main reasons for the increase in Net
Income were: a large non-cash mark-to-market
gain on foreign currency contracts of $9.8 million
compared to a large non-cash mark-to-market
loss of $17.0 million in 2008; lower income taxes
of $1.0 million compared to $3.7 million in 2008;
partially offset by the Kamloops facility closing
expense of $4.7 million recorded in 2009.
ADJUSTED DISTRIBUTABLE CASH
AND ADJUSTED DISTRIBUTABLE CASH
PER UNIT

Pollard LP generated $13.8 million in
Adjusted Distributable Cash, or $0.59 per Unit
for Fiscal 2009. Adjusted Distributable Cash
varies on a year-to-year basis due to changes
in the product mix and short term variations
in the order quantities from customers.

Analysis of Results
for the Period October 1, 2009 to December 31, 2009
FOURTH QUARTER OF 2009

Selected Financial Information
(MILLIONS OF DOLLARS)
		
		

THREE MONTHS ENDED
DECEMBER 31, 2009

THREE MONTHS ENDED
DECEMBER 31, 2008

		

(UNAUDITED)

(UNAUDITED)

Sales

$46.9

$50.2

Cost of Sales

37.7

39.8

9.2

10.4

4.8
1.3
0.4

5.5
1.1
2.2

(1.9)
0.6
4.7
(0.5)

10.0
(1.1)

Loss before undernoted

(0.2)

(7.3)

Employee profit sharing plan

(0.2)

0.2

Loss before income taxes

(0.0)

(7.5)

Income taxes:
Current
Future

0.4
-

0.5
1.3

Gross Profit
Expenses:
Selling and administration
Interest
Foreign exchange loss
Mark-to-market (gain) loss on foreign
		
currency contracts and interest rate swaps
Amortization of de-designated hedges
Facility closing
Other

			

0.4

1.8

Net Loss		

$(0.4)

$(9.3)

Adjustments:			
Interest
$1.3
$1.1
Unrealized foreign exchange (gain) loss
(0.7)
3.0
Mark-to-market (gain) loss on foreign currency contracts
		
and interest rate swaps
(1.9)
10.0
Amortization of de-designated hedges
0.6
Facility closing
4.7
Income taxes
0.4
1.8
Amortization
1.7
1.4
EBITDA		
Less:
Cash taxes
Interest
Maintenance capital expenditures

5.7

8.1		

(0.4)
(1.3)
(0.1)

(0.5)
(1.1)
(0.2)

Cash Available for Distribution (before Fund expenses)

3.9

6.3

Expenses of the Fund

-

(0.1)

$3.9

$6.2

Adjusted Distributable Cash
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SALES

During the three months ended December 31,
2009, Pollard LP achieved sales of $46.9 million,
compared to $50.2 million in the three months
ended December 31, 2008. The main factors
impacting the $3.3 million sales decrease are:
STRENGTHENING
OF THE CANADIAN DOLLAR

During the three months ended December 31,
2009, Pollard LP generated approximately 68%
of its revenue in U.S. dollars. During the fourth
quarter of 2009 the actual U.S. dollar value was
converted to Canadian dollars at $1.09, compared
to a rate of $1.21 during the fourth quarter of 2008.
This 9.9% decrease in the U.S. dollar value resulted
in an approximate decrease of $3.3 million in
revenue relative to the fourth quarter of 2008.
OTHER
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Overall instant ticket volumes for the three
months ended December 31, 2009 were lower
by approximately 2.5% which, when combined
with an increase in related lottery services
sales and a small increase in average selling
price, resulted in $0.1 million higher sales
when compared with the three months ended
December 31, 2008. Charitable gaming sales
were lower by $0.1 million.
COST OF SALES AND GROSS MARGIN

Cost of sales was $37.7 million in the three
months ended December 31, 2009, compared
to $39.8 million in the three months ended
December 31, 2008.
Gross profit decreased from $10.4 million to $9.2
million in the three months ended December
31, 2009. The gross profit margin percentage
decreased to 19.6% from 20.7% in the three
months ended December 31, 2008.
Cost of sales were lower primarily due to the
stronger Canadian dollar relative to the U.S.
dollar. Gross profit and gross profit margin are
lower than 2008 due to higher overhead costs
and manufacturing infrastructure costs related
to the build up of capacity and the impact of fixed
costs relative to slightly lower volumes.

POLLARD BANKNOTE INCOME FUND

SELLING AND ADMINISTRATION
EXPENSES

Selling and administration expenses were
$4.8 million in the three months ended
December 31, 2009, compared to $5.5 million
in the three months ended December 31, 2008.
The decrease in expenses is due primarily to the
impact of the stronger Canadian dollar on U.S.
dollar denominated expenditures. In addition, cost
containment programs instituted during 2009
helped lower discretionary expenditures. As a
percentage of sales the fourth quarter of 2009
was lower than the fourth quarter of 2008,
10.2% versus 11.0%.
FOREIGN EXCHANGE LOSS

Foreign exchange loss was $0.4 million in
the three months ended December 31, 2009,
compared to a loss of $2.2 million in the three
months ended December 31, 2008. Within the
foreign exchange loss are unrealized gains of
$0.7 million relating to the foreign exchange
gain on U.S. dollar denominated debt (caused by
the strengthening of the Canadian dollar)
and realized gains on accounts payable of
$0.2 million, offset by $0.9 million in realized
losses relating to forward hedge contracts
(caused by fixed exchange rates in the hedges
being lower than the actual rates) and $0.4
million in realized losses on U.S. dollar
denominated accounts receivable.
EBITDA

EBITDA was $5.7 million in the three months
ended December 31, 2009, compared to
$8.1 million in the three months ended
December 31, 2008. EBITDA margins were 12.1%
in the three months ended December 31, 2009,
compared to 16.1% achieved in the three months
ended December 31, 2008.
The decrease in EBITDA was primarily a result
of the change to a realized foreign exchange
loss from a gain in 2008, (due to the impact of
the exchange rates of the hedge program) and
a lower gross profit, partially offset by lower
selling and administration expenses.

AMORTIZATION

NET LOSS

Amortization includes amortization of property
and equipment, intangible assets, primarily
patents and deferred financing costs which
totaled $1.7 million during the three months
ended December 31, 2009, which is higher
than $1.4 million for the three months ended
December 31, 2008, due to the increased
amortization relating to the new press line
installed in 2008.

In the three months ended December 31, 2009,
$0.4 million was recorded as a Net Loss in
comparison to a Net Loss of $9.3 million in the
three months ended December 31, 2008. This
change is primarily due to change in the mark-tomarket foreign currency contracts and interest
rate swaps from a loss of $10.0 million to a gain
of $1.9 million in 2009; foreign exchange loss
of $0.4 million compared to a foreign exchange
loss of $2.2 million in 2008; and lower income
tax expense. In addition, an expense for the
Kamloops Facility closure was recorded for
$4.7 million in the three months ended
December 31, 2009.

INTEREST

Interest expense increased from $1.1 million in
the three months ended December 31, 2008, to
$1.3 million in the three months ended December
31, 2009, due to an increase in bank debt
associated with capital expenditures and higher
interest rates associated with the new syndicated
credit facility completed October 30, 2009.
MARK-TO-MARKET (GAIN) LOSS ON
FOREIGN CURRENCY CONTRACTS AND
INTEREST RATE SWAPS

ADJUSTED DISTRIBUTABLE CASH
AND ADJUSTED DISTRIBUTABLE CASH
PER UNIT

Pollard LP generated $3.9 million in Adjusted
Distributable Cash, or $0.1653 per Unit for the
three months ending December 31, 2009.

A non-cash mark-to-market gain of $1.9 million
was recorded in the three months ended
December 31, 2009, compared to a non-cash
mark-to market loss of $10.0 million recognized
in the comparable period of 2008.
The strengthening of the Canadian dollar in
relation to the U.S. dollar during the fourth
quarter of 2009 resulted in a large non-cash
increase in value in forward foreign currency
contracts. These contracts expire during the first
9 months of 2010 with the final contract maturing
in September 2010.
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INCOME TAXES

The income tax expense decreased to
$0.4 million in the three months ended
December 31, 2009, compared to $1.8 million
during the three months ended December
31, 2008. The decrease in the income tax
expense was due to differences relating to the
foreign exchange impact of Canadian dollar
denominated debt in the U.S. subsidiaries.
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Quarterly information
(UNAUDITED)
(MILLIONS OF DOLLARS)
Q4
2009

Sales

Q3
2009

Q2
2009

Q3
2008

Q2
2008

Q1
2008

$48.4

$49.5

$47.0

$50.2

$44.1

$44.6

$39.1

EBITDA

5.7

6.3

5.0

4.0

8.1

8.0

7.4

4.6

Net Income (Loss)

(0.4)

9.3

11.3

(2.4)

(9.3)

0.3

4.5

(2.4)

Sales in 2009 were higher due to the weaker
Canadian dollar over the course of the year
relative to the U.S. dollar.

26

Q4
2008

$46.9

Fluctuations in Sales, EBITDA and Net Income
(Loss) by quarter will vary depending on the
timing of contract awards, changes in customer
budgets, ticket inventory levels, lottery retail sales
and mark-to-market adjustments to the foreign
currency contracts.
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Q1
2009

Sales in Q2, Q3 and Q4 2008 were higher than
Q1 2008 due to an increase in production and
sales volumes. In addition Q4 sales were also
higher due to the weakening of the Canadian
dollar in relation to the U.S. dollar.
Sales in Q1 2008 were low due to the
strengthening of the Canadian dollar relative to
the U.S. dollar and lower sales volumes.
Net Loss in Q4 2009 was primarily due to the
impact of the Kamloops facility closure accrual.
Net Income in Q2 and Q3 2009 was higher
primarily due to higher non-cash mark-to-market
gains on foreign currency contracts. Q2 2009
includes a gain on sale of property, plant and
equipment.
Net Loss in Q1 2009 was incurred primarily due
to lower levels of gross profit.
Net Income in Q3 2008 was lower and a Net Loss
in Q1 and Q4 of 2008 were incurred, primarily
due to the non-cash mark-to-market loss on our
foreign currency contracts.

POLLARD BANKNOTE INCOME FUND

Liquidity and Capital Resources
CASH PROVIDED
BY OPERATING ACTIVITIES

For Fiscal 2009, cash flow provided by operating
activities was $14.1 million, compared to cash
flow provided by operations of $17.6 million for
Fiscal 2008. Fiscal 2009 recorded Net Income
of $17.8 million compared to a Net Loss of
$6.9 million in Fiscal 2008. The increase in
Net Income in Fiscal 2009 was primarily due to
a non-cash mark-to-market gain on the foreign
currency forward contracts of $9.8 million
compared to a non-cash mark-to-market loss
on foreign currency forward contracts of
$17.0 million in Fiscal 2008. In addition, Fiscal
2009 incurred a $3.6 million non-cash unrealized
gain on foreign exchange compared to a non-cash
unrealized loss on foreign exchange of
$4.3 million in Fiscal 2008.
Changes in the non-cash component of working
capital provided an increase in cash flow from
operations of $6.0 million for Fiscal 2009,
compared to a decrease in cash flow during
Fiscal 2008, of $2.8 million. The net increase of
cash in Fiscal 2009 was primarily the result of
a decrease in accounts receivable due to higher
collections and the increase in accounts payable
and accrued liabilities relating to the facility
closing accrual. The net decrease in cash in
Fiscal 2008 was primarily the result of higher
inventory levels due to increasing production
volumes and increased accounts receivable due
to higher sales.

CASH PROVIDED BY INVESTING ACTIVITIES

In Fiscal 2009, cash provided by investing
activities was $0.5 million (net) including
$0.6 million in maintenance capital expenditures
and $3.0 million in growth capital expenditures.
Cash provided by investing activities included
$3.4 million in proceeds from sale of property,
plant and equipment and $1.2 million in receipts
on the net investment in leases. Maintenance
capital expenditures are made to maintain
existing levels of production and service and
are funded from operating cash flow.
Growth capital expenditures are made to expand
Pollard LP’s business or generate cost savings and
are excluded from the calculation of distributable
cash. Growth capital expenditures are incurred
only when it is expected that they would ultimately
result in increased distributable cash.
In Fiscal 2009 the level of growth capital
expenditures were significantly lower than 2008.
The majority of the $3.0 million in growth capital
expenditures related to the completion of the
new press line.
During Fiscal 2008, growth capital expenditures
included the completion of our new production
facility in Sault Ste. Marie of approximately $1.2
million and expenditures related to the start up of
the new press line in Winnipeg for $13.5 million.
CASH PROVIDED BY FINANCING ACTIVITIES

Cash provided by financing activities was
$2.1 million in Fiscal 2009, primarily representing
an increase in long-term debt of $20.6 million
offset by the distributions paid to Unitholders of
$16.6 million. During Fiscal 2008, cash used in
financing activities was $13.5 million representing
the distributions paid of $22.6 million offset by an
increase in long-term debt of $9.0 million used to
finance the purchase of the new press.
As at December 31, 2009, Pollard LP had
available credit of approximately $14.9 million,
which is available to be used to meet future
working capital requirements, contractual
obligations, capital expenditures and
distributions.

Pollard LP’s distributions accrue on a monthly
basis to holders of record of Class A, Class B and
Class C LP Units on the last business day of the
month.
In Fiscal 2009, the distributions declared per
Class A, Class B and Class C LP Units were
$0.0792 for the months January through
April and $0.0475 for the months May through
December. Total distributions declared,
before Fund expenses, were $16.4 million.
Distributions totaling $1.1 million were accrued
as at December 31, 2009, and were paid to the
holders of the Class A, Class B and Class C LP
Units on January 15, 2010.

Productive Capacity
Management has defined productive capacity
as the level of operations necessary to generate
distributable cash of $0.57 per fully-diluted LP
Unit or $13.4 million on an annualized basis.
Due to varying factors implicit in the nature of
the lottery industry and the instant ticket market,
productive capacity can best be measured
through a financial output such as distributable
cash. A number of factors impact the levels
of distributable cash including physical plant
capacity, machine capacity, nature of product and
service offerings produced and mix of customers.
Adjusted Distributable Cash generated since
going public, August 5, 2005, is $86.9 million
and distributions from that time were $92.6
million. The payout ratio, since August 5, 2005,
is 106.5%. Changes to productive capacity since
August 5, 2005, have occurred primarily through
expenditures on fixed assets and improved
processes and other internal improvement
measures, largely offset by impacts of changes
in foreign exchange relationships, primarily
the strengthening of the Canadian dollar
relative to the U.S. dollar and the closure of the
Kamloops facility in February 2010. There have
been no increases in productive capacity due to
acquisitions since August 5, 2005.
Pollard LP’s strategy with respect to productive
capacity is to expend the required funds and
resources to maintain the assets required to
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generate the targeted distributable cash.
In addition, dependent on certain market
conditions and limitations on available funds,
projects are incurred to increase cash inflow
or decrease cash outflow, in order to grow
distributable cash. The nature of the lottery
industry does not in itself lead to significant
obsolescence risk with the operating assets.
To grow productive capacity, ongoing investment
in new technology, new fixed assets and new
intangible assets is required. Pollard LP utilizes
a number of individual strategies to maintain
and grow productive capacity including a
rigorous capital expenditure budget and formal
approval process, flexible individual customer
management relationships and structured
maintenance programs throughout all of
the facilities.
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An important component to managing and
growing productive capacity is the management
of certain intangible assets, including customer
contracts and relationships, patents, computer
software, assembled workforce and goodwill.
Certain of these assets are reflected in the
Fund’s financial statements but not the financial
statement of Pollard LP due to the use of
continuity of interest method of accounting during
the transfer of the business August 5, 2005.
Management focuses on maintaining and
growing the value of the customer relationship
through winning contract extensions and
renewals, pursuing and obtaining new contracts
and assisting existing customers growing their
instant ticket product lines. Regular commitment
to research and development allows continual
development of patents, software and additional
technological assets that maintain and increase
future distributable cash. Detailed cost benefit
analysis is performed for any significant
investment of funds or resources in order to
minimize the associated risks that these assets
will not be able to generate the expected level of
distributable cash. Where new opportunities are
identified, such as a new marketing opportunity
or a new machine or process able to reduce
input costs, consideration is given to revise plans
and take advantage of these prospects.

POLLARD BANKNOTE INCOME FUND

Certain risks are associated with projects
aimed at increasing the productive capacity,
including increases in working capital,
acquisition or development of intellectual
property, development of additional products or
services and purchases of fixed assets. If these
investments fail to increase distributable cash,
then productive capacity will ultimately decrease
over time due to the consumption of these
investment resources. The impact on productive
capacity may also depend upon the completion
and start up timing of certain investment
projects.

Working Capital
Net non-cash working capital varies throughout
the year based on the timing of individual sales
transactions. The nature of the lottery industry
is few individual customers who generally order
large dollar value transactions. As such, the
change in timing of a few individual orders can
impact significantly the amount required to be
invested in inventory or receivables at a particular
period end. The high value, low number of
transactions results in some significant volatility
in non-cash working capital, particularly during
a period of rising volumes. Similarly, the timing
of the completion of the sales cycle through
collection can significantly reduce non-cash
working capital.
Instant tickets are produced specifically for
individual clients resulting in a limited investment
in inventory. Customers are predominately
government agencies, which results in regular
payments. These factors assist in a reasonably
quick turnover in net working capital. There are
a limited number of individual customers, and
therefore net investment in working capital is
managed on an individual customer by customer
basis, without the need for company wide
benchmarks.

The overall impact of seasonality does not have a material impact on the carrying amounts in working
capital. Overall fluctuations of working capital do not have an impact on distributions as fluctuations
are financed through the use of the credit facility, and have been excluded from the calculation of
Adjusted Distributable Cash.
			

DECEMBER 31, 2009

DECEMBER 31, 2008

Working Capital			

$24.2		

$14.8

Total Assets				

$105.0		

$113.0

Total Long Term Liabilities		

$76.5		

$60.4

Credit Facilities
Pollard LP’s credit facilities consists of one
committed term bank loan facility. The committed
term bank loan facility provides loans of up to
$70.0 million for its Canadian operations and
up to $26.3 million (US$25.0 million) for its
U.S. subsidiaries. Borrowings under the
credit facility bear interest at fixed and
floating rates based on Canadian and U.S.
prime bank rates, banker’s acceptances or
LIBOR. At December 31, 2009, the outstanding
letters of credit were $5.2 million and the
remaining balance available for drawdown
was $14.9 million.
At December 31, 2009, Pollard LP had entered
into interest rate swaps to fix the interest rate
on approximately 56% of the outstanding longterm debt.
Pollard LP’s credit facility is secured by a first
security interest in all of the present and after
acquired property of Pollard LP and its operating
subsidiaries. The credit facility can be prepaid
without penalties. Under the terms of the
agreement, the credit facility is committed for
a one-year period, renewable October 31, 2010.
If the credit facility is not renewed, the loans are
repayable two years after the term loan expiry
date. As such, the credit facility has effectively
a three-year term expiring October 31, 2012,
with no principal payments required prior
to expiration.

interest, income taxes, depreciation and
amortization (“EBITDA”) ratios and certain
debt service coverage ratios. As at December
31, 2009, Pollard LP is in compliance with all
financial covenants.
Pollard Banknote believes that its credit
facilities and ongoing cash flow from operations
will be sufficient to allow it to meet ongoing
requirements for investment in capital
expenditures, working capital and distributions
at existing business levels.
pg

Outstanding Unit Data
As at March 3, 2010, December 31, 2009,
and December 31, 2008, outstanding unit data
was as follows:
CLASS A LP UNITS

6,285,700					

CLASS B LP UNITS

13,725,984					

CLASS C LP UNITS

3,531,474

GENERAL PARTNER UNITS

106,945

Under the terms and conditions of the credit
facility agreement Pollard LP is required to
maintain certain financial covenants including
working capital ratios, debt to earnings before
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Contractual Obligations
Pollard LP and its subsidiaries rent premises and equipment under long-term operating leases.
The following is a schedule by year of commitments and contractual obligations outstanding:
(MILLIONS OF DOLLARS)
TOTAL

Long-term debt

<1YEAR

1-3 YEARS

4-5 YEARS

THEREAFTER

$76.2

-

$76.2

-

-

Other long-term liabilities

$0.8

-

$0.8

-

-

Interest on long-term debt1

$10.7

$4.6

$6.1

-

-

Operating leases

$30.7

$3.2

$8.5

$5.5

$13.5

$118.4

$7.8

$91.6

$5.5

$13.5

Total
1

Interest on long-term debt includes interest related to the interest rate swap agreements.

Long-Term Incentive Plan
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The officers of Pollard Banknote Limited and key employees of Pollard LP are eligible to participate
in the long-term incentive plan of the Fund (the “LTIP”). The purpose of the LTIP is to provide eligible
participants with compensation opportunities that will enhance Pollard LP’s ability to attract, retain and
motivate key personnel and reward officers and key employees for significant performance that results
in Pollard LP exceeding its per LP Unit distributable cash targets. Pursuant to the LTIP, Pollard LP will
set aside a pool of funds based upon the amount, if any, by which Pollard LP’s consolidated distributable
cash per fully-diluted LP Unit exceeds certain defined distributable cash targets. Pollard LP will provide
for either cash payments or the purchase of Fund Units in the market with this pool of funds.
The LTIP is administered by the management of Pollard LP. The Compensation Committee, on the
recommendation of the management of Pollard LP, will determine: (i) those individuals who will
participate in the LTIP; (ii) the level of participation of each participant; and (iii) the time or times when
LTIP awards will be paid to each participant.

POLLARD BANKNOTE INCOME FUND

The LTIP provides for awards that may be earned based on the amount by which distributable
cash per annum per LP Unit exceeds a base threshold per annum equal to the distribution target.
The percentage amount of that excess which forms the LTIP incentive pool will be determined in
accordance with the table below:
Percentage by which distributable cash
per Partnership Unit exceeds the base

Percentage of excess
distributable cash

5% or less

10%

over 5% but less than 10%
		

10% of the first 5% plus 15%
of any excess over 5%

over 10%
		

10% of the first 5% plus 15% of the next 5%
plus 20% of any excess over 10%

Annualized distributable cash target is $0.9504 per LP Unit.

The base threshold is subject to adjustment by the Compensation Committee. For purposes of the
LTIP, distributable cash will be calculated in a manner consistent with the definition of EBITDA.
During the years ended December 31, 2009, and December 31, 2008, based on cash available for distribution
per LP Unit not exceeding the base threshold, no provision for LTIP awards has been accrued.

Pension Obligations

Related Party Transactions

Pollard LP sponsors four non-contributory
defined benefit pension plans, of which three
are final pay plans and one is a flat benefit plan.
As of December 31, 2009, the aggregate fair
value of the assets of Pollard LP’s defined benefit
pension plans was $18.4 million and the accrued
benefit plan obligations were $18.4 million.
Pollard LP’s total annual funding contribution
for all pension plans in 2010 is expected to
be approximately $2.5 million, compared to
$2.6 million in 2009, so long as long-term
expectations of fund performance
for the defined benefit plans are met.

During the year, Pollard Equities Limited paid
Pollard LP $0.07 million (2008 – $0.07 million)
for accounting and administration fees.

Off-Balance Sheet Arrangements
Other than the operating leases described
previously, Pollard LP has no other off-balance
sheet arrangements.

Also during the year, Pollard LP disposed of
a surplus office building and land in Winnipeg,
Manitoba to an affiliate of Equities for total
proceeds of $3.4 million resulting in a gain of
$1.7 million. The selling price was based on
current fair market value as determined through
an independent appraisal.
Pollard LP has leased a building in Council
Bluffs, Iowa from an affiliate of Equities for a
ten year term, ending December 31, 2018, with
annual lease payments of US$0.264 million.
A manufacturing facility in Winnipeg, Manitoba is
leased from an affiliate of Equities for a 12 year
6 month period, ending March 31, 2021, at an
annual base rate of approximately $2.4 million.
During the year ended December 31, 2009,
Pollard LP paid rent of $2.0 million to affiliates
of Equities.

ANNUAL REPORT 2009

pg

31

POLLARD HOLDINGS LIMITED PARTNERSHIP

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

At December 31, 2009, Pollard LP owes
Equities and its affiliates $0.3 million for rent
and other expenses.
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Also included in accounts payable and accrued
liabilities, at December 31, 2009, is an amount
owing to Equities of $0.5 million. According to the
terms of the Investment Agreement dated July 27,
2005, Equities agreed to indemnify Pollard LP for
all costs relating to certain outstanding litigation
at the time of the IPO, including litigation relating
to the closure of Imprimerie Spéciale de Banque
(ISB), a French subsidiary of the predecessor
company to Pollard LP which ceased operations
as of November 15, 1999. The indemnity was
subject to an overriding requirement for Pollard
LP to absorb the first $0.5 million of any
indemnified costs. The litigation relating to ISB
was settled in 2009 by Equities for $1.8 million
and as such, Pollard LP is required to reimburse
$0.5 million to Equities. The $0.5 million liability
was originally accrued at the time of the August
5, 2005, IPO as Pollard LP’s expected share of the
liability related to the ISB litigation.
On August 5, 2005, the Fund, the Trust and the
General Partner of Pollard LP entered into a
Support Agreement. Under the terms of the
Support Agreement, the General Partner will
provide certain management, administrative
and support services to the Fund and Trust and
will be reimbursed for all direct and indirect
costs and expenses it incurs in the provision
of services pursuant to the Support Agreement.
During the year ended December 31, 2009,
these reimbursed costs amounted to $0.2 million
(2008 - $0.2 million).

Critical Accounting Policies
and Estimates
The preparation of the financial statements
in conformity with Canadian GAAP requires
management to make estimates and
assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent
assets and liabilities at the dates of the financial
statements and the reported amounts of revenue
and expenses during the reporting period.

POLLARD BANKNOTE INCOME FUND

Management of Pollard LP regularly reviews its
estimates and assumptions based on historical
experience and various other assumptions that
it believes would result in reasonable estimates
given the circumstances. Actual results could
differ from those estimates under different
assumptions. The following is a discussion of
accounting policies which require significant
management judgment and estimation.
GOODWILL

Goodwill represents the excess of the purchase
price over the fair value of the net assets
acquired of the U.S. subsidiaries and is not
amortized. Goodwill is subject to an annual
impairment review to ensure its fair value
remains greater than, or equal to, book value.
The impairment test is carried out in two
steps. In the first step, the carrying amount
of the reporting unit is compared with its fair
value. When the fair value of a reporting unit
exceeds its carrying amount, goodwill of the
reporting unit is considered not to be impaired
and the second step of the impairment test is
unnecessary. The second step is carried out
when the carrying amount of a reporting unit
exceeds its fair value, in which case the implied
fair value of the reporting unit’s goodwill is
compared with its carrying amount to measure
the amount of the impairment loss, if any.
The implied fair value of goodwill is determined
in the same manner as the value of goodwill is
determined, using the fair value of the reporting
unit as if it was the purchase price. When the
carrying amount of the reporting unit’s goodwill
exceeds the implied fair value of the goodwill,
an impairment loss is recognized. Pollard LP
performed the impairment tests and the goodwill
has been found to not be impaired.
FINANCIAL INSTRUMENTS

Pollard LP may use certain derivative financial
instruments to manage risks of fluctuation
in interest rates and foreign exchange rates.
Pollard LP does not engage in the trading of
these derivative financial instruments for profit.

Pollard LP and its subsidiary Pollard Holdings,
Inc., may enter into interest rate swap
agreements in order to limit exposure to
increases in interest rates and fix interest rates
on certain portions of long-term debt. Pollard LP
applies hedge accounting for certain interest rate
swap agreements that meet the criteria for hedge
accounting. The effective portion of the gain or
loss on the hedging item is recognized in other
comprehensive income and any ineffective portion
is recognized in Net Income. Payments and
receipts under interest rate swap agreements
designated as effective hedges are recognized
as adjustments to interest expense on longterm debt in the same period that the underlying
hedged transactions are recognized. Pollard LP
formally documents the relationship between the
hedging instrument and the hedged item, as well
as the nature of the specific risk exposure being
hedged and the intended term of the hedging
relationship. The effectiveness of the hedge is
assessed at inception and throughout the term
of the hedge. Any hedging transactions that do
not qualify for hedge accounting are markedto-market at each period end with any resulting
gains or losses recorded in income.
Pollard LP may enter into foreign currency
forward contracts to limit exposure on
certain recognized assets or liabilities, firm
commitments, or foreign currency risk in an
unrecognized firm commitment. The foreign
currency contracts are recognized in the balance
sheet and measured at fair value, with changes in
fair value recognized currently in the statement
of income.

the carrying amounts of assets and liabilities and
their tax basis. Future income tax assets and
liabilities are determined based on the enacted
or substantively enacted tax rates, which are
expected to be in effect when the underlying
items of income and expense are expected to be
realized. Valuation allowances are established
when necessary to reduce the future tax assets
to the amounts expected to be realized. The
effect on future tax assets and liabilities of a
change in tax rates is recognized in income in
the period that includes the date of enactment or
substantive enactment.
LEASES

In some instances, one of Pollard LP’s
subsidiaries will lease vending machines to
third-party customers. Depending on the specific
terms contained in the lease agreements, the
lease is either classified as an operating lease or
capitalized as a sales-type lease.
Pollard LP’s subsidiary’s leasing operations
consist principally of the leasing of Pull-tab
Vending Machines (PTVM) with various private
establishments. These leases are classified
as sales-type leases. The PTVM leases have
terms ranging from three to five years. The
net investment in sales-type leases consists
of the present value of the future minimum
lease payments. Interest revenue is recognized
as a constant percentage return on the net
investment.

INCOME TAXES

Pollard LP is not a taxable entity, and accordingly,
no provision for income taxes has been included
in the consolidated financial statements since all
income, deductions, gains, losses and credits are
reportable on the tax return of the partners.
Pollard LP ’s incorporated subsidiaries are
taxable entities and as such, income taxes are
recorded to reflect the expected future tax
consequences of temporary differences between
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Changes in Accounting Policies
Pollard LP has adopted the following new
accounting standards on January 1, 2009.
GOODWILL AND INTANGIBLES

Effective January 1, 2009, Pollard LP has adopted
the Canadian Institute of Chartered Accountants
(CICA) Handbook Section 3064, Goodwill and
Intangible Assets, replacing Section 3062, Goodwill
and Other Intangible Assets, as well as Section 3450,
Research and Development Costs.
Section 3064 states that upon their initial
identification, intangible assets are to be recognized
as assets only if they meet the definition of an
intangible asset and meet the standards on the
recognition, measurement, presentation and
disclosure for goodwill and intangible assets.
Section 3064 also provides further information on
the recognition of internally generated intangible
assets (including research and development costs).
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As for subsequent measurement and disclosure of
intangible assets and goodwill, Section 3064 carries
forward the requirements of the old Section 3062.
The new section applies to annual and interim
financial statements relating to fiscal years
beginning on or after October 1, 2008. Pollard
LP has determined that this new section does
not have a material impact on its consolidated
financial statements.
FINANCIAL INSTRUMENTS – DISCLOSURES

In June 2009, the CICA issued amendments to
Section 3862, Financial Instruments - Disclosures,
to require enhanced disclosures about the
relative reliability of the data, or “inputs,”
that an entity uses in measuring the fair
values of its financial instruments. The new
requirements are effective for annual financial
statements for fiscal years ending after
September 30, 2009.
The amended section requires that financial
instruments recorded at fair value on the balance
sheet be classified using a fair value hierarchy
that reflects the significance of the inputs used
in making the measurements. The fair value
hierarchy has the following levels:

POLLARD BANKNOTE INCOME FUND

L E V E L 1 – valuation based on the quoted
prices observed in active markets for identical
assets or liabilities
L E V E L 2 – valuation techniques based on
inputs that are quoted prices of similar
instruments in active markets; quoted prices
for identical or similar instruments in markets
that are not active; other than quoted prices
used in a valuation model that are observable
for that instrument; and inputs that are derived
principally from or corroborated by observable
market data by correlation or other means
L E V E L 3 – valuation techniques with significant
unobservable market inputs

A financial instrument is classified to the
lowest level of the hierarchy for which a
significant input has been considered in
measuring fair value.

Future Changes in Accounting Policies
In January, 2009, the CICA issued Section 1582,
Business Combinations, replacing Section 1581,
Business Combinations. This new section
establishes standards for the measurement of
a business combination and the recognition and
measurement of assets acquired and liabilities
assumed. In addition, Section 1601, Consolidated
Financial Statements was issued and replaced
Section 1600, Consolidated Financial Statements.
This new section establishes standards for the
preparation of consolidated financial statements.
Pollard LP is required to apply Section 1582
prospectively to business combinations for which
the acquisition date is on or after January 1,
2011. Section 1582 is the Canadian equivalent to
International Financial Reporting Standard IFRS 3,
Business Combinations. Pollard LP is also required
to apply Section 1601 for fiscal years beginning on
or after January 1, 2011. Section 1601 is equivalent
to a portion of International Financial Reporting
Standard IAS 27, Consolidated and Separate
Financial Statements.
Pollard LP does not expect these new sections to
have a material impact on its consolidated financial
statements.

INTERNATIONAL FINANCIAL
REPORTING STANDARDS

In January 2006, the Accounting Standards Board
of Canada (“AcSB”) announced that accounting
standards in Canada are to converge with the
International Financial Reporting Standards
(“IFRS”). Canadian publicly accountable
enterprises must adopt IFRS for their interim and
annual financial statements relating to fiscal years
beginning on or after January 1, 2011.
Pollard LP established a four part planning
framework in 2008 to ensure an effective and
efficient transition regarding the introduction of
IFRS in 2011:
STEP

TIMING

1. Scoping the Effort

(completed 2008)

2. Enabling the Resources

(Q3 2008 - Q4 2010)

3. Executing the Plan

(Q3 2009 - Q1 2011)

4. Monitoring the Process

(2008 - 2011)

Step 1 has been completed. Steps 2, 3 and 4 are
currently ongoing. All detailed execution steps
continue to be consistent with the times identified
in the planning framework.
1. SCOPING THE EFFORT

A project team was identified utilizing both
internal resources and where necessary, external
resources. Formal timelines were established
and appropriate training was received by all team
members including participation in a number
of externally led in-depth programs, ongoing
formal review of updates and regularly scheduled
meetings to confirm ongoing status.

3. EXECUTING THE PLAN

Based on the differences identified in step 2,
specific analysis was prepared identifying the
preliminary recommended accounting policies
(where choices are required) and analysis
began to calculate the impact on the opening
transition balance sheet as at January 1, 2010.
This analysis is planned to be completed in
Q3 2010. A detailed seminar was held with the
Audit Committee to review the preliminary
recommendations relating to accounting policy
choices and impact on other areas.
4. MONITORING THE PROCESS

Detailed quarterly updates have been prepared
and presented to the Board of Directors and the
Audit Committee of Pollard LP. Regular meetings
are held to review the status of the transition
plan and these will continue throughout 2010 and
2011.
The IFRS transition plan covers five main areas of
Pollard LP’s operations.
pg

A) ACCOUNTING POLICIES
1. FUTURE ACCOUNTING POLICY CHOICES

Significant future accounting policy alternatives
under IFRS have been reviewed. Preliminary
recommendations, where choices are required,
have been identified by management and approved
in principle by the Audit Committee. Final approval
is expected in the third quarter of 2010. Where
differences exist with current Canadian GAAP
analysis is being performed to quantify these
differences.

2. ENABLING THE RESOURCES

A review was undertaken of current accounting
policies in comparison to the standards
under IFRS. Differences were identified and
documented, with those applicable to Pollard
LP specifically reviewed to determine changes
required and impact on current financial
disclosure, systems and business activities.
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2. MAN D ATO R Y AN D O P TI O N AL EX E MPT IO N S

The balance sheet at the transition date of
January 1, 2010 is projected to be completed
and subject to review by the external auditors
in the third quarter of 2010. IFRS 1 identifies
certain voluntary and mandatory exemptions
from adopting IFRS policies at transition
date. Management has identified the optional
exemptions to be utilized by Pollard LP and these
have been approved in principle by the Audit
Committee. Final approval is expected in the third
quarter of 2010.
3. PR EL I M I N AR Y ASSESSM EN T

The impact on the opening balance sheet,
including Partner’s equity, has not yet been
determined and will be finalized upon final
confirmation of the exemptions available under
IFRS 1 and completion of the transitional
balance sheet.
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The future impact on the statements of operations
and cash flow have not been determined, pending
completion of the impact of revising amortization
based on a detailed component approach for fixed
assets. Currently management does not believe
the impact will be materially different under IFRS
compared to Canadian GAAP on a go forward
basis.

C) DISCLOSURE CONTROLS AND
PROCEDURES

Pollard LP will ensure its key stakeholders are
informed about the anticipated effects of the IFRS
transition including disclosure in our MD & A and
we will provide quarterly updates throughout 2010
in our interim MD & A.
D) INFORMATION SYSTEMS

Our general ledger and financial reporting
system is currently structured to allow for IFRS
implementation without significant changes.
The current fixed asset system allows for detailed
component analysis to be tracked separately.
No other major systems are expected to need
significant changes.
E) BUSINESS ACTIVITIES

A review of business related activities was
undertaken during the scoping phase to identify
issues that need to be addressed due to the
transition to IFRS. The new syndicated credit
facility completed October 30, 2009, includes an
allowance to reflect any potential impact based
on IFRS adjustments. Other documents are
being reviewed to determine any other required
adjustments.

Industry Risks and Uncertainties
B) INTERNAL CONTROLS OVER
FINANCIAL REPORTING

Upon finalization of the accounting policy choices
on transition and for the future, any necessary
changes will be implemented to the internal
controls over financial reporting (“ICFR”) during
the last two quarters of 2010. Appropriate review
and testing of any new or changed controls will
also occur during this time frame.
Based on our preliminary estimate of the impact
of the new accounting standards not being
significant, management does not expect impact
on the ICFR to be significant and will focus on the
key environment controls and management review
and involvement to ensure the transition to IFRS is
appropriately controlled.
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Pollard LP is exposed to a variety of business
and industry risks. A summary of the major risks
faced by Pollard LP is noted below.
DEPENDENCE ON KEY PRODUCTS

Instant lottery tickets and related services
accounted for approximately 88% of Pollard
LP’s Fiscal 2009 revenues. Pollard LP’s financial
results and condition are substantially dependent
on the continued success and growth in sales of
this product and the profitability of such sales.
Competitive efforts by other manufacturers of
similar or substitute products, shifts in consumer
preferences or the introduction and acceptance
of alternative product offerings could have a
material adverse effect on Pollard LP’s business,
financial condition, liquidity and results of
operations and the amount of cash available for
distribution to Unitholders.

ECONOMIC UNCERTAINTY

Considerable economic uncertainty and concern
over possible recessions and economic downturns
have dominated the news in the past 12 to
18 months. Instant lottery tickets account for
approximately 88% of revenue and Pollard LP’s
financial results and condition are substantially
dependent on the continued success and growth
in sales of this product and the profitability of
such sales. Historically the lottery industry,
and particularly the instant ticket product lines,
has not shown any significant negative impact
during downturns in the economic cycles. At the
present time Pollard LP foresees minimal impact
on its operations or product demand due to the
current uncertainty and volatility in the economic
landscape. Significant shifts in consumer
preferences or the introduction and acceptance of
alternative product offerings could have a material
adverse effect on Pollard LP’s business, financial
condition, liquidity and results of operations
and ultimately the amount of cash available for
distribution to Unitholders of the Fund.
INABILITY TO SUSTAIN SALES
OR EBITDA MARGINS

Pollard LP’s income depends upon its ability to
generate sales to customers and to sustain its
EBITDA margins. These margins are dependent
upon Pollard Banknote’s ability to continue
to profitably sell lottery tickets and gaming
products and to continue to provide products and
services that make it the supplier of choice to
its customers. If Pollard LP’s costs of goods or
operating costs increase, or other manufacturers
of gaming products could compete more
favourably with it, Pollard LP may not be able
to sustain its level of sales or EBITDA margins.
In this case, amounts of cash available for
distribution to Unitholders could be reduced.
DEPENDENCE ON MAJOR CUSTOMERS

Pollard LP’s 10 largest customers accounted for
approximately 60% of its revenue during Fiscal
2009. Pollard LP’s largest customer accounted for
12% of Pollard LP’s revenues during Fiscal 2009.
The nature of the worldwide lottery industry limits
the absolute number of lottery operations. As is

customary in the industry, Pollard LP does have
long-term contracts with most of its customers.
However, most allow the customer to cancel the
contract at will and none guarantee volumes or
order levels. A significant reduction of purchases
by any of Pollard LP’s largest customers could
have a material adverse effect on Pollard LP’s
business, financial condition, liquidity and results
of operations including the amount of cash
available for distributions to Unitholders.
EXCHANGE RATE FLUCTUATION

A significant portion of Pollard LP’s revenues
and expenses, principally related to its U.S.
operations and to the purchase of raw materials,
are denominated in U.S. dollars. Furthermore,
although certain raw materials may be purchased
in Canadian dollars, they may have inputs that are
denominated in foreign currencies. Any changes
in the exchange rate between the Canadian
dollar and these foreign currencies could have
a material effect on the results of Pollard
Banknote. The Fund’s distributions to Unitholders
are denominated in Canadian dollars.
For the purposes of financial reporting, any
change in the value of the Canadian dollar
against the U.S. dollar during a given financial
reporting period would result in a foreign
exchange loss or gain on the translation of
any U.S. dollar monetary assets and liabilities.
Further, Pollard LP’s reported earnings could
fluctuate materially as a result of revenues and
expenses denominated in U.S. dollars under
Canadian GAAP. There can be no assurance
that changes in the currency exchange rate will
not have a material adverse effect on the Fund
or on its ability to maintain a consistent level of
distributions in Canadian dollars.
ADDITIONAL CAPITAL REQUIREMENTS

Pollard LP believes that its future operating
income will be sufficient to fund operations and
planned capital expenditures. However, the Fund
or Pollard LP may be required to raise additional
capital in the future if it decides to make
additional acquisitions or significant additional
capital expenditures.

ANNUAL REPORT 2009

pg

37

POLLARD HOLDINGS LIMITED PARTNERSHIP

Management’s Discussion and Analysis
of Financial Condition and Results of Operations

The availability of future borrowings and access
to capital markets for longer-term future
financing depends on prevailing conditions and
the acceptability of financing terms offered.
There can be no assurances that future
borrowings or equity financing will be available
or available on acceptable terms.
COMPETITION

pg

38

The instant ticket and charitable gaming
business is highly competitive, and Pollard LP
faces competition from a number of domestic
and foreign instant ticket manufacturers
and other competitors. Pollard LP currently
has two instant ticket competitors in North
America: Scientific Games Corporation and
Gtech Printing Corporation. Charitable gaming
competitors include a number of manufacturers
such as Arrow International, Inc., International
Gamco, Inc. and Universal Manufacturing, Inc.
Internationally, there are a number of lottery
instant ticket vendors which compete with Pollard
LP including Scientific Games, Gtech
and the Eagle Press Group of Companies.
Some of Pollard LP’s competitors have longer
operating histories, greater name recognition,
larger customer bases and greater financial,
technical and marketing resources than
Pollard LP. These resources may allow them
to respond more quickly than Pollard LP can to
new or emerging technologies and to changes
in customer requirements. It may also allow
them to devote greater resources than Pollard
LP can to the development, promotion and sale
of their products. Pollard LP’s competitors may
also engage in more extensive research and
development, undertake more far-reaching
marketing campaigns and adopt more aggressive
pricing policies. The market for Pollard LP’s
products is highly competitive at both the lottery
and charitable gaming levels. Pollard LP expects
competition to continue to be intense because
of capacity in its markets. Pollard LP also faces
competition from emerging and existing lottery
and charitable gaming products, such as internet
gaming products and video lottery terminals.
Competition from these and other gaming
products may weaken demand for Pollard LP’s
products.
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LICENSING AND REGULATORY
REQUIREMENTS

Pollard LP is subject to regulation in most
jurisdictions in which its products are sold
or used by persons or entities licensed
to conduct gaming activities. The gaming
regulatory requirements vary from jurisdiction
to jurisdiction and licensing, other approval or
finding of suitability processes with respect to
Pollard LP, its personnel and its products, can
be lengthy and expensive. Many jurisdictions
have comprehensive licensing, reporting and
operating requirements with respect to the sale
and manufacture of bingo and bingo related
products, including bingo paper and pull-tab
tickets. These licensing requirements have a
direct impact on the conduct of the day-to-day
operations of Pollard LP. Generally, gaming
regulatory authorities may deny applications
for licenses, other approvals or findings
of suitability for any cause they may deem
reasonable. There can be no assurance that
Pollard LP, its products or its personnel will
receive or be able to maintain any necessary
gaming licenses, other approvals or findings of
suitability. The loss of a license in a particular
jurisdiction will prohibit Pollard LP from selling
products in that jurisdiction and may prohibit
Pollard LP from selling its products in other
jurisdictions. The loss of one or more licenses
held by Pollard LP could have an adverse effect
on the business.
Certain jurisdictions require extensive personal
and financial disclosure and background checks
from persons and entities beneficially owning
a specific percentage (typically five percent or
more) of a vendor’s securities. The failure of
beneficial owners of Pollard LP’s securities
to submit to background checks and provide
such disclosure could result in the imposition
of penalties upon these beneficial owners and
could jeopardize the award of a lottery contract
to Pollard LP or provide grounds for termination
of an existing lottery contract.

INCOME AND OTHER TAXES

Pollard LP is subject to capital taxes and its
incorporated subsidiaries are subject to Canadian
federal and provincial, and U.S. federal, state and
withholding taxes. As taxing regimes change their
tax basis and rates or initiate reviews of prior tax
returns, Pollard LP could be exposed to increased
costs of taxation, which would reduce the amount
of funds available to distribute to Unitholders.
Subsequent to year end Pollard LP, in conjunction
with the Fund, announced its intention to
restructure, with the ultimate intention to
converting the Fund into a publicly traded
corporation. It is expected the restructuring will
utilize various sections in the Income Tax Act to
effect a tax free transfer for Pollard LP, Fund
and the Fund Unitholders. However, after the
restructuring, the operations of Pollard LP will be
controlled by a corporation subject to Canadian
federal and provincial income taxes, resulting in
a reduction in the Net Income and funds available
to distribute to Unitholders.
INTELLECTUAL PROPERTY

Pollard LP’s commercial success depends,
in part, on its ability to secure and protect
intellectual property rights that are important
to its business, including patent, trademark,
copyright and trade secret rights, to operate
without infringing third party intellectual property
rights and to avoid having third parties circumvent
the intellectual property rights that Pollard LP
owns or licenses. In particular, the patents and
trademarks Pollard LP owns or licenses may not
be valid or enforceable. In addition, Pollard LP
cannot be certain that its proprietary technology
affords a competitive advantage, does not infringe
third party rights, or will not need to be altered
in response to competing technologies. Pollard
LP also cannot be certain that technologies
developed in the future will be the subject of valid
and enforceable intellectual property rights.
In addition, litigation may be necessary to
determine the scope, enforceability and validity
of third party intellectual property rights or
to establish Pollard LP’s intellectual property
rights. Regardless of merit, any such litigation
could be time consuming and expensive, divert

management’s time and attention, subject
Pollard LP to significant liabilities, require
Pollard LP to enter into costly royalty or
licensing agreements, or require Pollard LP
to modify or stop using intellectual property
that it owns or licenses.
INTEREST RATES

Pollard LP has certain floating rate loans and
may be negatively impacted by increases in
interest rates, the effects of which would be
to reduce the amount of cash available for
distributions to the Unitholders.
Pollard LP has in place hedging arrangements
to mitigate a portion of interest rate fluctuation
risk, but there can be no assurance that changes
in interest rates will not have a material adverse
effect on Pollard LP or on its ability to maintain
a consistent level of distributions in Canadian
dollars.
FUTURE ACQUISITION
AND INTEGRATION RISKS

To grow by acquisition, Pollard LP must identify
and acquire suitable acquisition candidates at
attractive prices and successfully integrate any
acquired businesses with its existing operations.
If the expected synergies from acquisitions do
not materialize or Pollard LP fails to successfully
integrate any new businesses into its existing
business, Pollard LP’s financial performance
could be significantly impacted. To the extent
that businesses acquired by Pollard LP or their
prior owners failed to comply with or otherwise
violated applicable laws, Pollard LP, as a
successor owner, may be financially responsible
for these violations.
In connection with future acquisitions by Pollard
LP, there may be liabilities that Pollard LP failed
or was unable to discover in its due diligence
prior to the consummation of the acquisition.
The discovery of any material liabilities could
have a material adverse effect on Pollard LP’s
business, financial condition, liquidity and results
of operations or future prospects.
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CONVERSION TO CORPORATION

INTEREST RATE RISK

The Fund announced its intention to convert
to a publicly traded corporation. There is no
guarantee that the conversion will be completed
or that the various regulator approvals will be
received.

Pollard LP is exposed to interest rate risk
relating to its fixed and floating rate instruments.
Fluctuation in interest rates will have an
effect on the valuation and repayment of these
instruments. Interest rate swap agreements are
used to mitigate this risk.

Financial Instruments
Pollard LP is exposed to financial risks that arise
from fluctuations in interest rates and foreign
exchange rates and the degree of volatility of
these rates, liquidity risk and credit risk. Pollard
LP uses financial instruments, from time to time,
to manage these risks.
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Pollard LP’s risk management policies are
established to identify and analyze the risks,
to set appropriate risk limits and controls to
monitor risks and adherence to limits. The Audit
Committee oversees how management monitors
compliance with Pollard LP’s risk management
policies and procedures. The Audit Committee
is assisted in its oversight role by Internal
Audit, who undertakes regular reviews of risk
management controls and utilizes the annual
risk assessment process as the basis for the
annual audit plan.
RISK EXPOSURE
CURRENCY RISK

Pollard LP sells a significant portion of its
products and services to customers in the
United States and to international customers
where sales are denominated in U.S. dollars.
In addition, a significant portion of its cost
inputs are denominated in U.S. dollars. Pollard
LP also generates a small amount of revenue
in currencies other than Canadian and U.S.
dollars, primarily in Euros.
In addition, translation differences arise when
foreign currency monetary assets and liabilities
are translated at foreign exchange rates that
change over time.
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CREDIT RISK

Credit risk is the risk of financial loss if
a customer or counterpart to a financial
instrument fails to meet its financial obligations.
LIQUIDITY RISK

Liquidity risk is the risk that Pollard LP will not
be able to meet its financial obligations as they
fall due.
RISK MANAGEMENT
CURRENCY RISK

Pollard LP utilizes a number of tools to manage
its foreign currency risk including sourcing its
manufacturing facilities in the U.S. and sourcing
other cost of goods sold in U.S. dollars.
Two manufacturing facilities are located in the
U.S. and a significant amount of cost inputs for
all production facilities are denominated in U.S.
dollars, offsetting a large portion of the U.S.
dollar revenue in a natural hedge. Pollard LP
also utilizes foreign currency forward contracts
to hedge the net U.S. dollar exposure.
In order to manage Pollard LP’s exposure
to exchange rate fluctuations on U.S. dollar
denominated cash flow, Pollard LP has entered
into foreign currency contracts to exchange
US$3.0 million each month for approximately
$3.2 million Canadian for 9 months from January
2010 to September 2010. The foreign currency
contracts are recognized in the balance sheets
and measured at fair value, which at December
31, 2009, represented a liability of $0.8 million
(2008 - $10.6 million) .

A 50 basis point strengthening/weakening in the
foreign exchange rate between the Canadian and
U.S. dollar would decrease/increase the income
before income taxes by $0.1 million for the year
ended December 31, 2009, due to the change
in the value of the mark-to-market value of the
foreign currency contracts.
As at December 31, 2009, the amount of financial
liabilities denominated in U.S. dollars exceeds
the amount of financial assets denominated in
U.S. dollars by approximately $13.1 million.
A 50 basis point weakening/strengthening in the
value of the Canadian dollar relative to the U.S.
dollar would result in a decrease/increase in Net
Income of approximately $0.07 million.
INTEREST RATE RISK

Pollard LP utilizes interest rate swaps to mitigate
these risks by hedging a portion of long-term
debt. As at December 31, 2009, approximately
56% of the long-term debt was hedged through
the use of interest rate swaps, allowing Pollard
LP and one of its subsidiaries to receive interest
at floating rates and pay interest at a fixed rate.
Pollard LP entered into one interest rate swap
agreement effectively converting variable rate
debt obligations in the amount of $27.0 million
with underlying current floating rates of 0.50
percent plus applicable credit margin to a fixed
rate of 4.99 percent plus applicable credit margin
from August 31, 2009 to August 31, 2010.
Pollard Holdings, Inc., a subsidiary, entered into
two interest rate swap agreements effectively
converting variable rate debt obligations in the
amount of $15.5 million (US$14.8 million) with
underlying current floating rates of 0.25 percent
plus applicable credit margin to a fixed rate of
4.72 percent plus applicable credit margin from
August 31, 2009 to August 31, 2010, and to a fixed
rate of 2.95 percent plus applicable credit margin
from August 31, 2010 to August 31, 2011.

CREDIT RISK

Credit risk on Pollard LP’s accounts receivable
is minimized since they are mainly from
governments and their agencies and are
collected in a relatively short period of time.
Credit risk on Pollard LP’s net investment in
leases is minimized since they are dispersed
among a large, diversified group of customers.
Credit risk on foreign currency and interest
rate swap contracts is minimized since the
counterparties are restricted to Schedule 1
Canadian financial institutions.
The carrying amount of accounts receivable is
reduced through the use of an allowance account
and any adjustment to the allowance account
is recognized in the statement of income within
selling and administration expense. When a
receivable balance is considered uncollectible,
it is written off against the allowance account.
LIQUIDITY RISK

Pollard LP’s approach is to ensure, as far as
possible, that it will always have sufficient liquidity
to meet its liabilities when due. Pollard LP
maintains a committed credit facility including up
to $70.0 million for its Canadian operations and
up to $26.3 million (US$25.0 million) for its U.S.
subsidiaries. At December 31, 2009, the unused
balance available for drawdown was $14.9 million.
The 2010 requirements for capital expenditures,
working capital and distributions are expected to
be financed from cash flow provided by operating
activities and unused credit facilities. Pollard LP
enters into contractual obligations in the normal
course of business operations.

A 50 basis point decrease/increase in interest
rates would result in an increase/decrease in
income before income taxes of $0.2 million for
the year ended December 31, 2009.
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The instant lottery ticket market showed strong
resilience throughout 2009, with the overall
market (measured by retail sales of instant
lottery tickets), growing slightly when compared
to 2008. Expectations are this trend will continue
through 2010, with the overall market growing
slightly in the low single digit range. While this
growth is lower than the growth witnessed for
many of the years during the last two decades,
it shows the strength of this product line when
faced with the economic uncertainty experienced
throughout the world and particularly in North
America over the last 12-18 months. Various
jurisdictions are under more pressure than ever
to raise funds for government programs and with
other sources of revenue such as taxes under
significant pressure, lotteries are increasingly
charged with generating higher revenues.
Lottery sales, and particularly sales of instant win
scratch lottery tickets, have continued to show
relatively strong results during these difficult times
and this is expected to continue throughout 2010.
Other than New Jersey, we have no material
customer contracts that come due in 2010 (when
extensions are considered). The New Jersey
Lottery contract has been extended until up to
June 30, 2010 and Pollard has been advised that
the Lottery intends on re-issuing a request for
proposal to award a new long term contract.
We continue to bid aggressively on all new contract
opportunities as well as working to increase our
market share for individual contracts where we
share work with other suppliers.
Despite the underlying strength in the instant
ticket market, sales and order volumes will
continue to vary on a quarter-to-quarter basis
due to the timing of client orders, which vary
based on marketing plans, new product offerings,
inventory management and other factors.
Volumes in the first quarter of 2010 are expected
to be slightly lower than the rest of the year due
to the timing of certain orders from existing
clients and some scheduled annual maintenance
shut downs of certain existing press capacity.

POLLARD BANKNOTE INCOME FUND

We will continue to focus resources on developing
our specialized product line offerings. Lottery
Management Services continue to grow as we
provide a variety of operational and support
services to different lotteries throughout our
client base. Organic growth will continue from
traditional growth in the lottery services we
provide and we will aggressively pursue strategic
new opportunities to profitably expand our
portfolio. Licensed games and merchandise
sales increased in 2009 by 50% compared to
2008 and while currently a small part of our
lottery offerings, we are focused on growing this
operation again in 2010. Additional marketing
resources have been committed to expanding
our sales in this area.
The overall charitable gaming market remains
stable and is expected to continue unchanged
during 2010. Our volumes in the charitable
gaming sector (pull-tabs and bingo paper)
were strong in 2009 and we expect these levels
of sales to remain steady throughout 2010.
Ongoing cost management initiatives generated
positive returns during 2009 and we expect these
improvements to positively impact the results
in 2010.
The Canadian dollar continued strengthening
relative to the U.S. dollar throughout 2009.
Our historical strategy of hedging our future net
U.S. dollar cash flow has locked in our exchange
value for U.S. dollar cash inflow until September
2010 at rates that are lower than the current
exchange rate. On average our exchange rates
for our U.S. dollar cash flow will be converted at
approximately $1.02 Canadian for every $1 U.S.
cash flow over the 9 months from January 2010
to September 2010. Depending on the actual
exchange rate during this time, the hedging
strategy may result in higher realized foreign
exchange losses over the next three quarters.
We have discontinued hedging our net U.S.
dollar cash flow with the final hedges expiring in
September 2010.

During 2009 we completed the installation and
ramp-up of our new press line. Towards the later
part of the year we saw significant improvements
in the productivity and efficiency of the press,
which is now operating closer to our expectation.
The features of this new press allow for increased
capacity and lower per unit costs of production.
In addition, the closure of our Kamloops facility
will result in significant cost savings. Throughout
2010 these two major initiatives will result in
improvements in our cost structure. A number
of other costs containment programs introduced
during 2009 will continue in 2010, which include a
focus on reducing overhead as well as improving
manufacturing practices.
The closure of the Kamloops production facility
was completed at the end of February, 2010.
All production previously done in this facility
has been reallocated to our remaining facilities.
The facility closing costs of approximately
$4.7 million, which were accrued in the fourth
quarter of 2009, will be expended beginning
in March of 2010 and will continue throughout
2010 and 2011, reflective of the terms of the
individual salary and related benefit continuance
costs. Significant cost savings through reduced
overhead and increased efficiencies will be
realized beginning in the second quarter of 2010
and are expected to generate a minimum net
annual savings of approximately $4.0 million.
Capital expenditures during 2009 were
significantly lower than in 2008 due to the
completion of the major expansion relating to
the new press line. We anticipate our capital
expenditures will continue to remain at similar
levels to 2009 during the upcoming year as no
major capital projects are currently planned.

Banknote Income Fund into a publicly traded
corporation, with conversion expected to occur
May 2010. The conversion to a corporation is in
response to the introduction of legislation relating
to the Tax Fairness Plan which will introduce
certain income taxation to the Pollard Banknote
Income Fund starting January 1, 2011.
The conversion will utilize legislative tax-free
conversion options and is expected to become
effective in May 2010, following appropriate
approvals and Unitholders’ vote at the annual
general meeting. It is anticipated that ultimately
Unitholders in the Fund will hold shares in
the new public corporation on a one for one
basis compared to their current unit holdings.
Subsequent to conversion the Canadian
operations of Pollard LP will be subject to
Canadian federal and provincial income tax.
After the conversion it is expected the new
corporation will pay a dividend that will be in line
with typical dividend payout ratios for publicly
traded corporations. Accordingly, the plan
approved in principle by the Trustees sets out a
quarterly dividend after conversion of $0.03 per
share. Prior to the conversion, effective with the
distribution payable March 15, 2010, its monthly
distribution to Unitholders will be adjusted to the
equivalent rate of $0.01 per Unit.
Pollard Banknote believes that its credit facilities
and ongoing cash flow from operations will be
sufficient to allow it to meet ongoing requirements
for investment in capital expenditures, working
capital and distributions and proposed dividends
at existing business levels.

Throughout 2010 we expect our improved
operating results, savings generated from the
closing of our Kamloops facility, modest capital
expenditures and lower distributions to strengthen
our balance sheet through reductions in debt.
On January 28, 2010, the Board of Directors
of Pollard Banknote Limited, General Partner
of Pollard LP and the Trustees of the Fund
approved in principle a plan to convert the Pollard
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Disclosure Controls and Procedures

Additional Information

Under Multilateral Instrument 52-109,
“Certification of Disclosure in Issuers’ Annual
and Interim Filings,” issuers are required
to document the conclusions of the Chief
Executive Officer and Chief Financial Officer
(the “Certifying Officers”) regarding the design
and effectiveness of the disclosure controls and
procedures. The Fund’s management, with the
participation of the Certifying Officers of the
Fund, has concluded that the disclosure controls
and procedures as defined in Multilateral
Instrument 52-109 are designed appropriately
and are effective at providing reasonable
assurance of achieving the disclosure objectives.

Trust Units of Pollard Banknote Income Fund are
traded on The Toronto Stock Exchange under the
symbol PBL.UN.

Internal Control
Over Financial Reporting
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Under Multilateral Instrument 52-109,
“Certification of Disclosure in Issuers’ Annual
and Interim Filings,” issuers are required to
document the conclusions of the Certifying
Officers regarding the design and effectiveness of
the internal controls over financial reporting. The
Fund’s management, with the participation of the
Certifying Officers of the Fund, has concluded
that the internal controls over financial reporting
as defined in Multilateral Instrument 52-109
are designed appropriately and are effective at
providing reasonable assurance of achieving the
financial reporting objectives.
No changes were made in the Fund’s or Pollard
LP’s internal control over financial reporting
during the year ended December 31, 2009, that
have materially affected, or are reasonably likely
to materially affect, Pollard LP’s internal control
over financial reporting.

POLLARD BANKNOTE INCOME FUND

Additional information relating to the Fund and
Pollard LP, including the audited consolidated
financial statements and the Annual Information
Form for the year ended December 31, 2009,
is available on SEDAR at www.sedar.com.
Pollard Banknote Income Fund
1499 Buffalo Place
Winnipeg, Manitoba R3T 1L7
(204) 474-2323
www.pollardbanknote.com

POLLARD BANKNOTE INCOME FUND

MANAGEMENT’S REPORT
The accompanying consolidated financial statements and all the information contained in the annual
report of Pollard Banknote Income Fund (the “Fund”) are the responsibility of management and have
been approved by the Board of Trustees. Financial and operating data elsewhere in the annual report
is consistent with the information contained in the financial statements. The financial statements and
all other information have been prepared by management in accordance with Canadian generally
accepted accounting principles. The financial statements include some amounts and assumptions
based on management’s best estimates which have been derived with careful judgment.
In fulfilling its responsibilities, management of the Fund has developed and maintains a system of
internal accounting controls. These controls are designed to ensure that the financial records are
reliable for preparing the financial statements. The Board of Trustees of the Fund carries out its
responsibility for the financial statements through the Audit Committee. The Audit Committee reviews
the Fund’s annual consolidated financial statements and recommends their approval by the Board of
Trustees. The auditors have full access to the Audit Committee with and without management present.
The consolidated financial statements have been audited by KPMG LLP Chartered Accountants,
whose opinion is contained in this annual report.
pg

John Pollard

Robert Rose

CO -CH I E F E X E C UTI V E O FFI C E R		C HIE F F IN A N C IA L OF F IC E R

March 3, 2010

ANNUAL REPORT 2009

45

POLLARD BANKNOTE INCOME FUND

AUDITORS’ REPORT

To the Trustees of Pollard Banknote Income Fund
We have audited the consolidated balance sheets of Pollard Banknote Income Fund (the Fund) as
at December 31, 2009 and 2008 and the consolidated statements of income (loss), comprehensive
income (loss), unitholders’ equity and cash flows for the two years then ended. These financial
statements are the responsibility of the Fund’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects,
pg
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the financial position of the Fund as at December 31, 2009 and 2008 and the results of its operations
and its cash flows for the two years then ended in accordance with Canadian generally accepted
accounting principles.

KPMG LLP
CH AR TE RE D A C C O UNTA NTS

Winnipeg, Canada
March 3, 2010
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Consolidated Statements of Income (Loss)
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2009		

Equity income (loss) from investment
in Pollard Holdings Limited Partnership (note 7)

$

2,894		

2008

$

Administrative expenses		

167			

Earnings (loss) before income taxes		

2,727			

Future income tax reduction (note 8)		

265			

(3,685)
166
(3,851)
–

Net income (loss)

$

2,992		

$

(3,851)

Basic and diluted earnings (loss) per unit

$

0.48		

$

(0.61)

Weighted average number of Fund Units outstanding		 6,285,700			 6,285,700

POLLARD BANKNOTE INCOME FUND

Consolidated Statements of Comprehensive Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

pg

2009		

Net income (loss)		

$

Other comprehensive income (loss):
Fund’s proportionate share of other comprehensive
		
(loss) income from investment in Pollard Holdings
		
Limited Partnership (note 9)		
Comprehensive income (loss)

$

2,992		

2008

$

(270)		
2,722		

$

(3,851)

214
(3,637)

See accompanying notes to consolidated financial statements.
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Consolidated Balance Sheets
(IN T HO U SA NDS O F DO L L A RS)
DECEMBER 31, 2009 A ND 2008

			

2009

2008

Assets
Distributions receivable

$

$

498

Prepaid expenses		

19			

19

Investment in Pollard Holdings Limited Partnership (note 4)		

44,135			

46,054

Future income taxes (note 8)		
		

298		

683			

418

$

45,135		

$

46,989

$

33		

$

28

298			

498

Unitholders’ equity (note 6)		

45,714			

47,103

Accumulated other comprehensive loss (note 9)		

(910)		

			
Commitments and contingencies (note 10)
Subsequent event (note 13)

44,804			

46,463

		

45,135		

46,989

Liabilities
Accounts payable

Distributions payable to Unitholders (note 5)		

Unitholders’ Equity
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$

See accompanying notes to consolidated financial statements.

On behalf of the Board of Trustees:

D.C. Crewson

Jerry Gray

T R U STE E

TRUSTE E

POLLARD BANKNOTE INCOME FUND

$

(640)

POLLARD BANKNOTE INCOME FUND

Consolidated Statements of Unitholders’ Equity
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2009		

Unitholders’ equity, beginning of year

$

47,103		

2008

$

56,928

Net income (loss)		

2,992			

(3,851)

Distributions declared (note 5)		

(4,381)		

(5,974)

Unitholders’ equity, end of year

45,714		

47,103

$

$

See accompanying notes to consolidated financial statements.

POLLARD BANKNOTE INCOME FUND

Consolidated Statements of Cash Flows
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2009		

2008

Cash provided by (used in):
Operating activities:
Net income (loss)
$
Items not involving cash:
		
Equity (income) loss from investment
			
in Pollard Holdings Limited Partnership		
		
Future income tax reduction		
Change in non-cash operating working capital		
Distributions received on Class A LP Units
		
of Pollard Holdings Limited Partnership		
						
Financing activities:
Distributions paid to Unitholders		
Change in cash, being cash, beginning and end of year

$

2,992		

$

(3,851)

(2,894)		
(265)		
5			

3,685
–
7

4,743			

6,133

4,581			

5,974

(4,581)		

(5,974)

–		

$

–

See accompanying notes to consolidated financial statements.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

1.

DESCRIPTION OF THE FUND:

	Pollard Banknote Income Fund (the “Fund”) is an unincorporated, open-ended, limited purpose
trust established under the laws of the Province of Ontario by a Declaration of Trust dated June
29, 2005. The Fund qualifies as a “mutual fund trust” for the purposes of the Income Tax Act
(Canada) and was established to acquire and hold indirectly an investment in Pollard Holdings
Limited Partnership (“Pollard LP”). Pollard LP’s principal business activities include the
manufacture and sale of lottery and gaming products.
	The Fund is entirely dependent on distributions from Pollard LP to make its own distributions.
	The consolidated financial statements should be read in conjunction with the consolidated
financial statements of Pollard LP for the year ended December 31, 2009.
2.

SIGNIFICANT ACCOUNTING POLICIES:
(a) Principles of consolidation:

		These consolidated financial statements include the accounts of Pollard Banknote Income
Fund and its wholly-owned subsidiary, Pollard Banknote Trust (the “Trust”).
		

All inter-company transactions have been eliminated.

(b) Investment:
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		The investment in Class A Limited Partnership Units of Pollard LP is accounted for using
the equity method of accounting whereby the investment was initially recorded at cost and
the carrying value is adjusted by the Fund’s pro-rata share of post acquisition income of
Pollard LP computed using the consolidation method. Distributions received or receivable
from Pollard LP reduce the carrying value of the investment. The Fund’s investment in
Pollard LP is reviewed for impairment if conditions arise that indicates that the investment
may be impaired. If there is impairment in the value of the investment, which is other than
a temporary decline, the investment would be written down to fair value.
(c) Distributions:
		Distributions from the Fund’s investment in Pollard LP are recorded when declared.
Distributions payable by the Fund to its Unitholders are recorded when declared.
(d) Income taxes:
		The Fund is a mutual fund trust for income tax purposes. As such, currently the Fund is only
taxable on any amount not allocated to Unitholders. The Fund intends to continue to meet
the requirements under the Income Tax Act and there is no indication that the Fund will fail
to meet those requirements.
		Income taxes reflect the expected future tax consequences of temporary differences
between the carrying amounts of assets and liabilities and their tax basis. Future income
tax assets and liabilities are determined based on the enacted or substantively enacted
tax rates, which are expected to be realized. Valuation allowances are established when
necessary to reduce the future tax assets to the amounts to be realized.
(e) Earnings per unit:
		Basic earnings per unit is computed by dividing net income (loss) by the weighted average
number of units outstanding during the reporting period. Diluted earnings per unit is
calculated based on the weighted average number of units outstanding during the period,
plus the effect of dilutive unit equivalents such as options. At December 31, 2009 and 2008,
there were no dilutive unit equivalents outstanding.

POLLARD BANKNOTE INCOME FUND

POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2.

SIGNIFICANT ACCOUNTING POLICIES
(f)

		

(CONTINUED):

Financial instruments:
Recognition and measurement:

		Financial instruments are initially recorded at fair value and classified as one of the following:
held-to-maturity, loans and receivables, held-for-trading, available-for-sale or other financial
liabilities. Measurement of these instruments depends on the classification. Financial
instruments held-for-trading are measured at fair value with gains and losses recognized in
net income. Financial instruments held-to-maturity, loans and receivables and other financial
liabilities are measured at amortized cost. Changes in fair value are recognized in net income
only if realized, or impairment of value of an asset occurs. Available-for-sale instruments are
measured at fair value with unrealized gains and losses recognized in other comprehensive
income until such time as the asset or liability is removed from the balance sheet.
		The Fund’s distributions receivable is classified as loans and receivables. Accounts payable
and distributions payable to Unitholders are classified as other financial liabilities.
		Distributions receivable, accounts payable and distributions payable to Unitholders are
reflected in the financial statements at carrying value, which approximates fair value due
to the short-term maturity of these financial instruments.
		

Comprehensive income (loss):

		Comprehensive income (loss) is comprised of net income (loss) and other comprehensive
income (loss) and is disclosed in the consolidated statements of comprehensive income
(loss). Comprehensive income (loss) is the change in net assets resulting from transactions
or events from sources other than the Unitholders. Other comprehensive income (loss)
includes the Fund’s proportionate share in Pollard LP’s other comprehensive income (loss),
in accordance with generally accepted accounting principles.
		Accumulated other comprehensive income (loss) is included in Unitholders’ equity on the
consolidated balance sheets, which represents cumulative changes in other comprehensive
income (loss).
(g) Use of estimates:
		The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of certain revenues and expenses during the year. Actual results could differ from
those estimates.
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Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(h) Future changes in accounting policies:
		In January, 2006, the Accounting Standards Board of Canada (“AcSB”) announced that
accounting standards in Canada are to converge with the International Financial Reporting
Standards (“IFRS”). Canadian publicly accountable enterprises must adopt IFRS for their
interim and annual financial statements relating to fiscal years beginning on or after January
1, 2011. The Fund is currently assessing the impact of these new standards on its consolidated
financial statements.
		In January, 2009, the CICA issued Section 1582, Business Combinations, replacing Section 1581,
Business Combinations. This new section establishes standards for the measurement of a
business combination and the recognition and measurement of assets acquired and liabilities
assumed. In addition, Section 1601, Consolidated Financial Statements was issued and replaced
Section 1600, Consolidated Financial Statements. This new section establishes standards for the
preparation of consolidated financial statements.
		The Fund is required to apply Section 1582 prospectively to business combinations for which
the acquisition date is on or after January 1, 2011. Section 1582 is the Canadian equivalent to
International Financial Reporting Standard IFRS 3, Business Combinations. The Fund is also
required to apply Section 1601 for fiscal years beginning on or after January 1, 2011.
Section 1601 is equivalent to a portion of International Financial Reporting Standard IAS 27,
Consolidated and Separate Financial Statements.
		The Fund does not expect Sections 1582 and 1601 to have a material impact on its consolidated
financial statements.
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3.

ACCOUNTING POLICY CHANGE:

	Effective January 1, 2009, the Fund has adopted the Canadian Institute of Chartered Accountants
(CICA) Handbook Section 3064, Goodwill and Intangible Assets, replacing Section 3062, Goodwill and
Other Intangible Assets, as well as Section 3450, Research and Development Costs.
	Section 3064 states that upon their initial identification, intangible assets are to be recognized
as assets only if they meet the definition of an intangible asset and meet the standards on the
recognition, measurement, presentation and disclosure for goodwill and intangible assets.
	Section 3064 also provides further information on the recognition of internally generated
intangible assets (including research and development costs).
	As for subsequent measurement and disclosure of intangible assets and goodwill, Section 3064
carries forward the requirements of the old Section 3062.
	The new section applies to annual and interim financial statements relating to fiscal years
beginning on or after October 1, 2008. The Fund has determined that this new section does not
have a material impact on its consolidated financial statements.
4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP:

	On August 5, 2005, Trust subscribed for 6,005,538 Class A Limited Partnership (“LP”) Units of
Pollard LP (a 25.5 percent ownership interest). On August 29, 2005, Trust purchased a further
280,162 Class A LP Units of Pollard LP (a further 1.2 percent ownership interest).
	The resulting 26.7 percent interest in Pollard LP entitles Trust to 26.7 percent of the cash
distributions of Pollard LP provided that those distributions are at least equal to $0.0792 per
Class A LP Unit, per month. In the event of a shortfall, Trust is entitled to a percentage of cash
distributions based on the ratio of its Class A LP Units to total Class A, Class B and Class C LP
Units outstanding.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP

(CONTINUED):

	As of December 31, 2009 and 2008, the Fund has an interest of approximately 26.7 percent in
the consolidated operations of Pollard LP. The Fund also has an interest of approximately 26.7
percent in the General Partner of Pollard LP which is carried at a nominal amount.
The investment in Pollard LP is summarized as follows:
2009		

Balance, beginning of year

$

46,054		

2008

$

55,658

Equity interest		
Distributions received and receivable		
Proportionate share of other comprehensive income (loss)		

2,894			
(4,543)		
(270)		

(3,685)
(6,133)
214

Balance, end of year

44,135		

46,054

$

$

	The purchase price of the investment in Pollard LP exceeds the underlying carrying amount
of the net assets of Pollard LP. The allocation of the excess purchase price to assets as at
August 5, 2005, is as follows:
				
				
			
PURCHASE
BOOK VALUE
FAIR VALUE
PRICE EXCESS

Finite life:
Customer assets
$
Patents		
Computer software		

69,831
$
14,511		
857		

18,645
3,874
229

Indefinite life:
Assembled workforce		
Goodwill		

– 		 13,993		 13,993		
6,250		 106,938		 100,688		

3,736
26,884

		

6,571

53,368

$

–
$
321		
–		

$

69,831
$
14,832		
857		

FUND’S 26.7%
INTEREST IN
PURCHASE
PRICE EXCESS

206,451

$

199,880

$

	The Fund’s accumulated amortization of their interest in the finite life intangible assets noted
above is as follows:
			
STRAIGHT-LINE
ACCUMULATED
AMORTIZATION
AMORTIZATION
PERIOD IN
DECEMBER 31,
YEARS
2008

Finite life:
Customer assets		
Patents		
Computer software		

16
$
6		
5		

				

$

AMORTIZATION
FOR THE YEAR
ENDED
DECEMBER 31,
2009

ACCUMULATED
AMORTIZATION
DECEMBER 31,
2009

3,974
$
2,087		
144		

1,165
$
646		
51		

5,139
2,733
195

6,205

1,862

8,067

$

$

	The Fund’s proportionate share of amortization of finite life intangible assets amounts to $1,862
(2008 - $1,857) (note 7).
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

4.

INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP

(CONTINUED):

	The amounts allocated to assembled workforce and goodwill relate to intangible assets which have
an indefinite life and therefore are not amortized, but are subject to an annual impairment test.
	The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds its
carrying amount, intangible assets with indefinite lives of the reporting unit are considered not
to be impaired and the second step of the impairment test is unnecessary. The second step is
carried out when the carrying amount of a reporting unit exceeds its fair value, in which case
the implied fair value of intangible assets with indefinite lives of the reporting unit are compared
with their carrying amount to measure the amount of the impairment loss, if any. The implied
fair value of intangible assets with indefinite lives is determined in the same manner as the value
of these intangible assets is determined, using the fair value of the reporting unit as if it was the
purchase price. When the carrying amount of the reporting unit’s intangible assets with indefinite
lives exceeds the implied fair value of these intangible assets, an impairment loss is recognized.
	The Fund performed an impairment test and concluded that there was no impairment.
.
5.

DISTRIBUTIONS PAYABLE TO UNITHOLDERS:

	The Fund makes distributions of its available cash to Unitholders to the extent it is determined
prudent by the Trustees. The amount of cash to be distributed monthly per Unit to the Unitholders
is equal to a pro rata share of all amounts received by the Fund for and in respect of the
distribution period less Fund expenses.
pg
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	Monthly distributions are paid to Unitholders of record on the last business day of each month
and are paid within 15 days following each month end and are fully discretionary, as determined
by the Board of Trustees. The Fund may make additional distributions in excess of the monthly
distributions during the year, as the Trustees may determine.
	The following outlines the distributions declared during the year ended December 31, 2009:
	January 7, 2009
$
February 11, 2009		
March 4, 2009		
April 8, 2009			
May 7, 2009			
June 10, 2009			
July 8, 2009			
August 5, 2009		
September 9, 2009		
October 7, 2009		
November 5, 2009		
December 9, 2009		
					

$

	The Fund declared a distribution payable for the month ended December 2009 of $0.0475
per Unit. The distribution of $298 (2008 - $498) is payable January 15, 2010, to Unitholders
of record on December 31, 2009.

POLLARD BANKNOTE INCOME FUND

498
498
498
497
299
299
299
298
299
299
299
298
4,381

POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

6.

UNITHOLDERS’ EQUITY:

	The Fund is authorized to issue an unlimited number of units (“Fund Units”) for the consideration
of, and on the terms and conditions determined by, the trustees. Each Fund Unit is transferable
and represents an equal undivided beneficial interest in the Fund and any distributions from the
Fund. All Fund Units are of the same Class and have equal rights and privileges.
	The Fund is authorized to issue an unlimited number of Special Voting Units that will be used
solely for providing voting rights to persons holding Class B and Class C LP Units of Pollard LP
that are exchangeable for Fund Units and that, by their terms, have voting rights in the Fund.
Special Voting Units will be issued in conjunction with, and will not be transferable separately
from, the Class B and Class C LP Units to which they relate. Conversely, the Special Voting Units
will automatically be transferred upon a transfer of the associated Class B and Class C LP Units.
	At December 31, 2009 and 2008, there were 6,285,700 Fund Units outstanding. At December 31,
2009 and 2008, there were 17,257,458 Special Voting Units owned by Pollard Equities Limited
outstanding. As of December 31, 2009, Pollard Equities Limited owned 47,700 Fund Units
purchased on the open market under a normal course purchase bid announced May 7, 2008.
UNIT RIGHTS:

	Fund Units are redeemable at any time on demand by the Unitholder. The redemption price
per Fund Unit is equal to the lesser of 90 percent of the market price of the Fund Units on the
principal stock exchange on which the Fund Units are listed during the 10 consecutive trading day
period ending on the trading day immediately before the date of surrender of the Fund Unit for
redemption (the “Redemption Date”) and 100 percent of the closing market price of the Fund Units
on the principal market in which the Fund Units are quoted for trading on the Redemption Date.
Redemption is subject to a maximum of $50 in cash redemptions by the Fund in any one month.
Any further redemption beyond this amount would be satisfied by the delivery of notes of Pollard
Banknote Trust. The cash limitation may be waived at the discretion of the trustees of the Fund.
	On August 5, 2005, the Fund, Trust, Pollard Banknote Limited (the “General Partner”), Pollard
LP and Pollard Equities Limited entered into an Exchange Agreement. The Exchange Agreement
stipulates that Pollard Equities Limited has the right to require Trust to indirectly exchange
Class B and C LP Units of Pollard LP and Special Voting Units of the Fund held by Pollard
Equities Limited for Units of the Fund, on the basis of one Fund Unit for each Class B or C LP
Unit exchanged. The exchange of Units under this Agreement would not dilute the Fund’s income
per Unit measure as any decrease in the income per Unit caused by the increase in the number
of Units outstanding would be fully offset by an increase in the Fund’s proportionate share of
Pollard LP’s income.
CAPITAL MANAGEMENT:

	The Fund’s objectives in managing capital are to deploy capital to provide appropriate return to
Unitholders and to maintain a capital structure that provides flexibility to take advantage of growth
and development opportunities, maintenance of existing assets and enhance Unitholders’ value.
The capital structure of the Fund consists solely of Unitholders’ equity. In order to maintain or
adjust its capital structure, the Fund may purchase units for cancellation or issue additional units.
	On May 6, 2009, the Fund announced a change in its distribution. Distributions of $0.0792 per Unit
per month were declared for the months of January through April and distributions of $0.0475
per Unit were declared for the months of May through December.
	Subsequent to year end the Distributions were reduced to $0.01 per Unit per month beginning
with the distribution declared in February 2010.
	Neither the Fund nor its subsidiary is subject to externally imposed capital requirements.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

7.

EQUITY INCOME (LOSS)
FROM INVESTMENT IN POLLARD HOLDINGS LIMITED PARTNERSHIP:

	The equity income (loss) from the Fund’s investment in Class A LP Units of Pollard LP is
calculated as follows:
2009		

Consolidated net income (loss) of Pollard LP for the year

$

17,825		

2008

$

(6,851)

Fund’s interest		

26.7%			

26.7%

Fund’s proportionate share of Pollard LP consolidated 		
		
net income (loss) 		

4,756			

(1,828)

Amortization of intangible assets 		

1,862			

1,857

Equity income (loss) from investment in Pollard LP

2,894		

(3,685)

8.

$

$

INCOME TAXES:
 n October 31, 2006, the Minister of Finance (Canada) announced proposed changes (referred
O
to as the “Tax Fairness Plan”) to the taxation of income trusts for Canadian federal income tax
purposes. The Tax Fairness Plan proposed to create the concept of “specified investment flowthrough” entities, or “SIFT’s”.
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Under the proposals certain distributions that are attributable to the SIFT’s non-portfolio
earnings will not be deductible in computing the SIFT’s income and will be subject to tax at a
projected rate of 28 percent. Legislation that includes the Tax Fairness Plan has been enacted.
Currently the Fund would fit the definition of a SIFT and would be subject to certain income taxes
beginning in 2011.
The Fund is required to recognize future income tax assets and liabilities with respect to
temporary differences between the carrying amount and tax basis of its assets and liabilities
that are expected to reverse in or after 2011. The Fund expects that its distributions will not be
subject to tax prior to 2011 and, accordingly, has not provided for future income taxes on the
temporary differences expected to reverse prior to then.
Significant components of the Fund’s future tax assets and liabilities as of December 31, 2009,
are as follows:
2009		

Future income tax assets:
		
Tax value of investment in Pollard LP in excess
			
of net book value
		

$

Valuation allowance		

Total future income tax assets

$

2,082		

2008

$

(1,399)		
683		

$

1,584
(1,166)
418

The Fund has reduced the asset by a valuation allowance for the amount of the temporary
difference between the carrying amount and tax basis of the investment in Pollard LP that it does
not expect to reverse in the foreseeable future.
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POLLARD BANKNOTE INCOME FUND

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

9.

ACCUMULATED OTHER COMPREHENSIVE LOSS:
2009		

Fund’s proportionate share of Pollard LP accumulated
		
other comprehensive loss:
			
Balance, beginning of year
$
			
Fund’s proportionate share in Pollard LP other
				
comprehensive income (loss)		
Total accumulated other comprehensive loss

$

(640)		

2008

$

(854)

(270)			

214

(910)		

(640)

$

10. COMMITMENTS AND CONTINGENCIES:
	The Declaration of Trust of the Fund provides that the trustees will act honestly and in good
faith with a view to the best interests of the Fund and in connection with that duty will exercise
the degree of care, diligence and skill that a reasonably prudent person would exercise in
comparable circumstances. The Declaration of Trust of the Fund and the constating documents
of each of the Fund’s subsidiaries provide for the indemnification of its respective trustees,
directors and officers from and against liability and costs in respect of any action or suit against
them in connection with the execution of their duties of office, subject to certain usual limitations.
The Declaration of Trust of the Fund also provides for the indemnification of its trustees from
and against liability and costs in respect of any action or suit against them in connection with the
execution of their duties as trustees, subject to certain usual limitations. No claims with respect
to such occurrences have been made and, as such, no amount has been recorded in these
financial statements with respect to these indemnifications.
pg

11. RELATED PARTY TRANSACTIONS:
	On August 5, 2005, the Fund, the Trust and the General Partner of Pollard LP entered into
a Support Agreement. Under the terms of the Support Agreement, the General Partner will
provide certain management, administrative and support services to the Fund and Trust and
will be reimbursed for all direct and indirect costs and expenses it incurs in the provision
of services pursuant to the Support Agreement. During the year ended December 31, 2009,
these reimbursed costs amounted to $167 (2008 - $166).
12. FINANCIAL RISK MANAGEMENT:
	The Fund has exposure to both liquidity and credit risk from its investment in Pollard LP.
	Liquidity risk is the risk that the Fund will not be able to meet its financial obligations as they
fall due. Credit risk is the risk that the distributions receivable will not be collected. The payment
of distributions to the Unitholders of the Fund is entirely reliant on the payment of distributions
from Pollard LP.
13. SUBSEQUENT EVENT:
	On January 28, 2010, the Fund, in conjunction with Pollard LP, announced its intention to
restructure, with the ultimate intention of converting the Fund into a publicly traded corporation
utilizing various sections in the Income Tax Act (Canada) to effect a tax free transfer for Pollard
LP, Fund and the Fund Unitholders. The restructuring is expected to occur effective May 2010.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

MANAGEMENT’S REPORT

The accompanying consolidated financial statements and all the information contained in the annual
report of Pollard Holdings Limited Partnership (“Pollard LP”) are the responsibility of management
and have been approved by the Board of Directors of Pollard Banknote Limited, the general partner.
Financial and operating data elsewhere in the annual report is consistent with the information
contained in the financial statements. The financial statements and all other information have been
prepared by management in accordance with Canadian generally accepted accounting principles.
The financial statements include some amounts and assumptions based on management’s best
estimates which have been derived with careful judgment.
In fulfilling its responsibilities, management of Pollard LP has developed and maintains a system
of internal accounting controls. These controls are designed to ensure that the financial records are
reliable for preparing the financial statements. The Board of Directors of Pollard Banknote Limited,
the general partner of Pollard LP, carries out its responsibility for the financial statements through
the Audit Committee. The Audit Committee reviews Pollard LP’s annual consolidated financial
statements and recommends their approval by the Board of Directors. The auditors have full access
to the Audit Committee with and without management present.
The consolidated financial statements have been audited by KPMG LLP Chartered Accountants,
whose opinion is contained in this annual report.

John Pollard

Robert Rose

CO -CH I E F E X E C UTI V E O FFI C E R		C HIE F F IN A N C IA L OF F IC E R

March 3, 2010
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POLLARD HOLDINGS LIMITED PARTNERSHIP

AUDITORS’ REPORT
To the Partners of Pollard Holdings Limited Partnership
We have audited the consolidated balance sheets of Pollard Holdings Limited Partnership as at
December 31, 2009 and 2008 and the consolidated statements of income (loss), comprehensive income
(loss), partners’ capital (deficit) and cash flows for the two years then ended. These consolidated financial
statements are the responsibility of the partnership’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.
We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.
In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the partnership as at December 31, 2009 and 2008 and the results of its operations
pg
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and its cash flows for the two years then ended in accordance with Canadian generally accepted
accounting principles.

KPMG LLP
CH AR TE RE D A C C O UNTA NTS

Winnipeg, Canada
March 3, 2010
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

				

2009			

2008

Sales		
$
Cost of sales		

191,848		
$
153,055			

177,989
141,064

				
Expenses:
Selling and administration		
Interest (note 16)		
Foreign exchange loss		
Mark-to-market (gain) loss on foreign currency contracts
		
(note 23)		
Mark-to-market gain on interest rate swap contracts (note 14)		
Amortization of de-designated hedges (note 14)		
Gain on sale of property, plant and equipment		
Facility closing (note 26)		
Other income		

38,793			

36,925

21,217			
4,358			
845			

20,244
3,768
262

(9,807 )		
(575 )		
587			
(1,740 )		
4,746			
(522 )		

17,013
–
–
(2,184)
–
(433)

				

19,109			

38,670

Income (loss) before the undernoted		

19,684			

(1,745)

Employee profit sharing		

886			

Income (loss) before income taxes 		

18,798			

(3,153)

Income taxes (note 12):
Current		
Future (reduction)		

2,024			
(1,051 )		

1,806
1,892

				

973			

3,698

Net income (loss)

$

17,825		

$

1,408

(6,851)

POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Comprehensive Income (Loss)
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

					

Net income (loss)

$

Other comprehensive income (loss):
Unrealized (loss) gain on translation of self-sustaining
		
foreign operations		
Unrealized gain (loss) on derivatives designated as cash
		
flow hedges, net of income tax (reduction) of $203 and ($343)
Amortization of de-designated hedges, net of income tax
		
of $75 (note 14)		
Other comprehensive (loss) income, net of income tax		
Comprehensive income (loss)

$

2009			

17,825		

$

(2,328 )		
804			

2008

(6,851)

3,092
(2,290)

512			

–

(1,012 )		

802

16,813		

$

(6,049)

See accompanying notes to consolidated financial statements.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Balance Sheets
(IN T HO U SA NDS O F DO L L A RS)
DECEMBER 31, 2009 A ND 2008

2009

2008

Assets
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Current assets:
Cash and cash equivalents
$
Accounts receivable 		
Loan to Pollard Equities Limited (note 4)		
Inventories (note 5)		
Prepaid expenses and deposits		
Net investment in leases due within one year		
Future income taxes (note 12)		

3,675
$
16,361		
12,572		
20,259		
4,094		
262		
800		

–
20,117
16,401
20,687
2,449
1,110
1,095

						

58,023		

61,859

Property, plant and equipment (note 6)		

39,085		

43,680

Net investment in leases (note 7)		

194		

678

Goodwill (note 8)			

5,432		

6,279

Intangible assets (note 9)		

907		

527

Future income taxes (note 12)		

1,313		

–

					

POLLARD BANKNOTE INCOME FUND

$

104,954

$

113,023

2009		

2008

Liabilities and Partners’ Capital (Deficit)
Current liabilities:
Bank indebtedness
$
Accounts payable and accrued liabilities		
Distributions payable to partners (note 10)		
Distributions payable to Pollard Equities Limited (note 4)		
Income taxes payable		

–
$
19,482			
299			
13,392			
655			

13,132
15,195
499
17,768
425

			

33,828			

47,019

Long-term debt (note 11)		

75,651			

58,995

Other long-term liabilities		

827			

1,391

Foreign currency contracts (note 23)		

834			

10,641

Interest rate swap contracts (note 23)		

1,423			

3,005

Future income taxes (note 12)		

1,031			

846

Partners’ capital (deficit):
Partners’ capital (deficit) (note 13)		
Accumulated other comprehensive loss (note 14)		

(5,232 )		
(3,408 )		

(6,478)
(2,396)

			

(8,640 )		

(8,874)

Commitments and contingencies (note 15)
Subsequent event (note 25)
		

$

104,954		

$

113,023

See accompanying notes to consolidated financial statements.

On behalf of Pollard Holdings Limited Partnership by its general partner,
Pollard Banknote Limited:

D.C. Crewson

John Pollard

D I R EC TO R

DIRE C TOR
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Partners’ Capital (Deficit)
(IN T HO U SA NDS O F DO L L A RS)

		
		

Partners’ capital (deficit),
December 31, 2007

GENERAL PARTNER
UNITS

$

(18)

CLASS A
LP UNITS

$

47,879		 $		 (20,379)

CLASS C
LP UNITS

$

(4,567 )

TOTAL

$

22,915

Net loss for the year ended
December 31, 2008		

(3)		

(1,829)			 (3,992)		

(1,027 )		

Distributions declared		

(12)		

(6,130)			 (13,044)		

(3,356 )		 (22,542 )

Partners’ capital (deficit),
December 31, 2008		

(33)		

39,920				 (37,415)		

(8,950 )		

Net income for the year ended
December 31, 2009		

9			

4,757				 10,387			

2,672			 17,825

Distributions declared (note 13)		

(8)		

(4,546)			 (9,564)		

(2,461 )		 (16,579 )

40,131		 $		 (36,592)

(8,739 )

Partners’ capital (deficit),
December 31, 2009

$

(32)

$

See accompanying notes to consolidated financial statements.
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$

$

(6,851 )

(6,478 )

(5,232 )

POLLARD HOLDINGS LIMITED PARTNERSHIP

Consolidated Statements of Cash Flows
(IN T HO U SA NDS O F DO L L A RS)
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2009		

2008

Cash increase (decrease):
Operating activities:
Net income (loss)
$
Items not involving cash:
		
Amortization		
		
Gain on sale of property, plant and equipment		
		
Unrealized foreign exchange (gain) loss		
		
Future income taxes (reduction)		
		
Mark-to-market (gain) loss on foreign currency contracts		
		
Mark-to-market gain on interest rate swaps		
		
Amortization of de-designated hedges		
Change in non-cash operating working capital (note 17)		

$

(6,851)

6,566			
(1,740 )		
(3,647 )		
(1,051 )		
(9,807 )		
(575 )		
587			
5,976			

6,192
(2,184)
4,347
1,892
17,013
–
–
(2,796)

14,134			

17,613

(3,638 )		
1,172			
3,422			
(412 )		

(19,499)
876
7,930
157

							
544			
Financing activities:
Increase in long-term debt		
20,577			
Increase in financing charges		
(567 )		
Change in other long-term liabilities		
(537 )		
Change in loan to Pollard Equities Limited (note 4)		
3,829			
Change in distributions payable to Pollard Equities Limited (note 4) (4,376 )		
Distributions payable to partners (note 10)		
(200 )		
Distributions			
(16,579 )		

(10,536)

							
Foreign exchange loss on cash position/bank indebtedness
held in foreign currency		

2,147			

(13,455)

(18 )		

(1,446)

Change in cash position/bank indebtedness		

16,807			

(7,824)

Bank indebtedness, beginning of year		

(13,132 )		

(5,308)

							
Investing activities:
Additions to property, plant and equipment		
Change in net investment in leases		
Proceeds from sale of property, plant and equipment		
Change in other assets		

Cash position (bank indebtedness), end of year

$

Supplementary cash flow information:
Interest paid		
$
Income taxes paid		

17,825		

3,675		

$

4,643		
$
1,503			

9,000
(58)
145
560
(560)
–
(22,542)

(13,132)
3,842
2,506

See accompanying notes to consolidated financial statements.
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POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

1.

DESCRIPTION OF LIMITED PARTNERSHIP:

	Pollard Holdings Limited Partnership (“Pollard LP”) is a limited partnership established under the
laws of the Province of Manitoba on June 29, 2005, by a partnership agreement (the “Partnership
Agreement”) as amended August 5, 2005. Pollard LP was established to acquire the business of the
manufacture and sale of lottery and gaming products (the “business”) from Pollard Banknote Limited,
renamed Pollard Amalco Inc., and to operate such business thereafter. On July 14, 2008, Pollard
Amalco Inc. was renamed Pollard Equities Limited (“Equities” or “the predecessor company”).
	These financial statements include only the assets, liabilities, revenues and expenses, including
income taxes of Pollard LP and do not include the assets, liabilities, revenues and expenses, including
income taxes, of the partners.
	The General Partner of Pollard LP is Pollard Banknote Limited (“PBL”), which holds an economic
interest of 0.05 percent in Pollard LP. The Pollard Banknote Income Fund (“Fund”) indirectly owns,
through the Pollard Banknote Trust (“Trust”), approximately 26.7 percent of PBL and the remaining
approximately 73.3 percent is owned by Equities.
2.

SIGNIFICANT ACCOUNTING POLICIES:
(a) Principles of consolidation:

		These consolidated financial statements include the accounts of Pollard LP and the
following 100 percent owned subsidiaries:
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•

Pollard (U.S.) Ltd.

•

Pollard (Canada), Inc.

		

•

Pollard Banknote Limited Partnership

•

PBL of Puerto Rico, Inc.

		

•

Pollard Holdings, Inc.

•

Pollard Games, Inc.

		

•

Pollard Investments Limited

•

Nacako Sdn Bhd

		

All inter-company transactions have been eliminated.

(b) Revenue recognition:
		Revenue is recognized when persuasive evidence of an arrangement exists, significant risks
and benefits of ownership are transferred, the sales price to the customer is fixed or is
determined and collection of the resulting receivable is reasonably assured. The significant
risks of ownership and benefits of ownership are normally transferred in accordance with the
shipping terms agreed to with the customer. Volume rebates are accrued and recorded as a
reduction to sales based on historical experience and management’s expectations regarding
sales volume. Revenue related to lottery management services is recognized based on a
percentage of lottery sales of instant lottery tickets pursuant to the terms of the contract.
(c) Leases:
		One of Pollard LP’s subsidiaries has leasing operations which consist principally of the
leasing of Pull Tab Vending Machines (“PTVM”) with various private establishments.
These leases are classified as sales-type leases. The PTVM leases have terms of three to
five years. The net investment in sales-type leases consists of the present value of the future
minimum lease payments. Interest revenue is recognized as a constant percentage return
on the net investment.

POLLARD BANKNOTE INCOME FUND

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(d) Inventories:
		Raw materials, work-in-process and finished goods are valued at the lower of cost
and net realizable value.
(e) Goodwill:
		Goodwill represents the excess of the purchase price over the fair value of the net assets
acquired of the U.S. subsidiaries and is not amortized. Goodwill is subject to an annual
impairment review to ensure its fair value remains greater than, or equal to, book value.
		The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit exceeds
its carrying amount, goodwill of the reporting unit is considered not to be impaired and the
second step of the impairment test is unnecessary. The second step is carried out when
the carrying amount of a reporting unit exceeds its fair value, in which case the implied fair
value of the reporting unit’s goodwill is compared with its carrying amount to measure the
amount of the impairment loss, if any. The implied fair value of goodwill is determined in the
same manner as the value of goodwill is determined, using the fair value of the reporting
unit as if it was the purchase price. When the carrying amount of the reporting unit’s
goodwill exceeds the implied fair value of the goodwill, an impairment loss is recognized.
Pollard LP performs the impairment tests on an annual basis. The annual impairment test
was performed and it was determined that there was no impairment to the carrying value.
(f)

Intangibles:

		Intangible assets with a finite life are comprised of patents and development costs.
These costs are amortized, on a straight-line basis, over their useful lives, generally
not exceeding 15 years for patents and the remaining term of the applicable contract
for development costs.
(g) Property, plant and equipment:
		Property, plant and equipment are stated at cost less investment tax credits.
Amortization is provided on a straight-line basis over the estimated useful asset lives
as follows:
		

ASSET 		

RATE

		

Buildings

30 years

		

Leasehold improvements

Term of lease

		

Equipment

3 to 11 years

		

Furniture, fixtures and computers

3 to 9 years

		Property, plant and equipment are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an asset may not be recoverable.
No assets have been deemed to be impaired at December 31, 2009 and 2008.
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2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(h) Financial instruments:
		

Recognition and measurement:

		Financial instruments are initially recorded at fair value and classified as one of the following:
held-to-maturity, loans and receivables, held-for-trading, available-for-sale or other
financial liabilities. Measurement of these instruments depends on the initial classification.
Financial instruments held-for-trading are measured at fair value with gains and losses
recognized in net income. Financial instruments held-to-maturity, loans and receivables and
other financial liabilities are measured at amortized cost using the effective interest rate
method. Changes in fair value are recognized in net income only if realized, or impairment
of value of an asset occurs. Available-for-sale instruments are measured at fair value with
unrealized gains and losses recognized in other comprehensive income (loss) until such time
as the asset or liability is derecognized or impaired at which time the amounts would
be recorded in net income.
		Transaction costs that are directly attributable to the acquisition or issuance of financial
assets or liabilities, other than those classified as held-for-trading, are accounted for as part
of the respective asset or liability carrying value.
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		Pollard LP has classified its foreign exchange and interest rate swap contracts as held-fortrading; accounts receivable and loan to Pollard Equities Limited as loans and receivables;
and accounts payable and accrued liabilities, distributions payable to partners, distributions
payable to Pollard Equities Limited, long-term debt and other long-term liabilities as
other financial liabilities. Pollard LP has neither available-for-sale nor held-to-maturity
instruments.
		

Comprehensive income (loss):

		Comprehensive income (loss) is comprised of net income (loss) and other comprehensive
income (loss) and is disclosed in the consolidated statements of comprehensive income (loss).
Comprehensive income (loss) is the change in net assets resulting from transactions or events
from sources other than the Limited Partners. Other comprehensive income (loss) includes
unrealized foreign exchange gains or losses on translation of the financial statements of
subsidiaries that are self-sustaining foreign operations and gains or losses on the effective
portion of derivatives designated as cash flow hedges, net of income taxes, in accordance with
generally accepted accounting principles.
		Accumulated other comprehensive income (loss) is included in partners’ capital (deficit)
on the consolidated balance sheet, which represents cumulative changes in other
comprehensive income (loss).
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2.

SIGNIFICANT ACCOUNTING POLICIES

		

(CONTINUED):

Derivatives:

		Pollard LP may use certain derivative financial instruments to manage risks of fluctuation in
interest rates and foreign exchange rates. Pollard LP does not engage in the trading of these
derivative financial instruments for profit.
		Pollard LP and its subsidiary, Pollard Holdings Inc., may enter into interest rate swap
agreements in order to limit exposure to increases in interest rates and fix interest rates on
certain portions of long-term debt. Pollard LP applies hedge accounting for certain interest
rate swap agreements that meet the hedging criteria. The interest rate swap agreements
are recognized in the balance sheets and measured at fair value with the effective portion
of the gain or loss on the hedging item recognized in other comprehensive income and any
ineffective portion recognized in net income. Payments and receipts under interest rate
swap agreements designated as effective hedges are recognized as adjustments to interest
expense on long-term debt in the same period that the underlying hedged transactions are
recognized. Pollard LP formally documents the relationship between the hedging instrument
and the hedged item, as well as the nature of the specific risk exposure being hedged and
the intended term of the hedging relationship. The effectiveness of the hedge is assessed at
inception and throughout the term of the hedge. Any hedging transactions that do not qualify
for hedge accounting are marked-to-market at each period end with any resulting gains or
losses recorded in income.
		Pollard LP may enter into foreign currency forward contracts to limit exposure on
certain recognized assets or liabilities, firm commitments or foreign currency risk in an
unrecognized firm commitment. The foreign currency contracts are recognized in the
balance sheet and measured at fair value, with changes in fair value recognized currently
in the statement of income.
(i)

Translation of foreign currencies:

		Pollard LP and its Canadian subsidiaries translate any amounts denominated in foreign
currencies to Canadian dollars as follows: monetary assets and liabilities at effective rates
prevailing at the end of the reporting period; non-monetary assets, non-monetary liabilities,
revenue and expenses at effective rates prevailing at the time of the transaction. Gains or
losses from translations are recognized in income in the period they occur.
		Pollard (U.S.) Ltd., PBL of Puerto Rico, Inc. and Nacako Sdn Bhd are considered to be fully
integrated operations and as a result their accounts have been translated into Canadian
dollars in accordance with the temporal method as follows: monetary assets and liabilities
at effective rates prevailing at the end of the reporting period; non-monetary assets and
liabilities at effective rates prevailing at the time of the transaction; amortization expense
at the rate in effect at the time the related assets are acquired; revenues and expenses at
average rates prevailing during the reporting period. Gains or losses from translation are
recognized in income in the period they occur.
		Pollard Games, Inc. is considered to be a self-sustaining operation and as a result its
accounts have been translated into Canadian dollars in accordance with the current rate
method as follows: assets and liabilities at the exchange rate in effect at the balance sheet
date and revenue and expenses are translated at the average rate for the reporting period.
Translation adjustments arising from exchange rate fluctuations are shown as accumulated
other comprehensive loss in partners’ capital until realized, at which time they are
recognized into income.
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2.

SIGNIFICANT ACCOUNTING POLICIES
(j)

(CONTINUED):

Employee future benefits:

		Pollard LP maintains four non-contributory defined benefit pension plans in Canada and the
United States, three being final pay plans and one being a flat benefit plan. None of the plans have
indexation features. A market rate is used to measure benefit obligations. The expected return on
pension plan assets is calculated on the fair value of the assets as of the year-end date.
		The costs of Pollard LP’s defined benefit plans are recognized over the period in which employees
render service to Pollard LP in return for the benefits. These costs are actuarially determined
using the projected benefit method pro-rated on service and management’s best estimate of
expected plan investment performance, salary escalation and retirement ages of employees.
		Current service costs and interest costs on the benefit obligation are charged to income
as they accrue. Past service costs, plan amendments, changes in assumptions, the net
transitional asset amount and the cumulative unrecognized net actuarial gains and losses in
excess of 10 percent of the greater of the benefit obligation or the fair value of plan assets
are amortized to income on a straight-line basis over the expected average remaining
service life of active plan members. The expected average remaining service life of the active
employees covered by the defined benefit plans range from 12 to 13 years. Pollard LP’s
funding policy is consistent with statutory regulations.
		Pollard LP’s U.S. subsidiaries maintain two defined contribution plans in the United States.
The pension expense for these plans is the annual funding contribution by the subsidiaries.
(k) Income taxes:
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		Pollard LP is not a taxable entity, and accordingly, no provision for income taxes has been
included in the consolidated financial statements for Pollard LP and Pollard Banknote
Limited Partnership since all income, deductions, gains, losses and credits are reportable
on the tax return of the partners.
		Pollard LP ’s incorporated subsidiaries are taxable entities and as such, income taxes are
recorded to reflect the expected future tax consequences of temporary differences between
the carrying amounts of assets and liabilities and their tax basis. Future income tax assets
and liabilities are determined based on the enacted or substantively enacted tax rates, which
are expected to be in effect when the underlying items of income and expense are expected
to be realized. Valuation allowances are established when necessary to reduce the future tax
assets to the amounts expected to be realized. No valuation allowances have been deemed
necessary at December 31, 2009 and 2008. The effect on future tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the date of enactment
or substantive enactment. Income tax expense includes withholding taxes.
(l)

Use of estimates:

		The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of certain revenues and expenses during the year. Actual results could differ
from those estimates.
(m) Comparative figures:
		Certain prior year amounts have been reclassified to conform to the current year’s presentation.
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2.

SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED):

(n) Future changes in accounting policies:
		In January, 2006, the Accounting Standards Board of Canada (“AcSB”) announced that
accounting standards in Canada are to converge with the International Financial Reporting
Standards (“IFRS”). Canadian publicly accountable enterprises must adopt IFRS for their
interim and annual financial statements relating to fiscal years beginning on or after
January 1, 2011. Pollard LP is currently assessing the impact of these new standards on its
consolidated financial statements.
		In January, 2009, the CICA issued Section 1582, Business Combinations, replacing Section
1581, Business Combinations. This new section establishes standards for the measurement
of a business combination and the recognition and measurement of assets acquired and
liabilities assumed. In addition, Section 1601, Consolidated Financial Statements was issued
and replaced Section 1600, Consolidated Financial Statements. This new section establishes
standards for the preparation of consolidated financial statements.
		Pollard LP is required to apply Section 1582 prospectively to business combinations for
which the acquisition date is on or after January 1, 2011. Section 1582 is the Canadian
equivalent to International Financial Reporting Standard IFRS 3, Business Combinations.
Pollard LP is also required to apply Section 1601 for fiscal years beginning on or after
January 1, 2011. Section 1601 is equivalent to a portion of International Financial Reporting
Standard IAS 27, Consolidated and Separate Financial Statements.
		Pollard LP does not expect Sections 1582 and 1601 to have a material impact on its
consolidated financial statements.
3.

ACCOUNTING POLICY CHANGES:

pg

	Effective January 1, 2009, Pollard LP has adopted the Canadian Institute of Chartered Accountants
(CICA) Handbook Section 3064, Goodwill and Intangible Assets, replacing Section 3062, Goodwill and
Other Intangible Assets, as well as Section 3450, Research and Development Costs.
	Section 3064 states that upon their initial identification, intangible assets are to be recognized
as assets only if they meet the definition of an intangible asset and meet the standards on the
recognition, measurement, presentation and disclosure for goodwill and intangible assets.
	Section 3064 also provides further information on the recognition of internally generated
intangible assets (including research and development costs).
	As for subsequent measurement and disclosure of intangible assets and goodwill, Section 3064
carries forward the requirements of the old Section 3062.
	The new section applies to annual and interim financial statements relating to fiscal years
beginning on or after October 1, 2008. Pollard LP has determined that this new section does not
have a material impact on its consolidated financial statements.
	In June 2009, the AcSB issued amendments to Section 3862, Financial Instruments - Disclosures,
to require enhanced disclosures about the relative reliability of the data, or “inputs”, that an
entity uses in measuring the fair values of its financial instruments. The new requirements are
effective for annual financial statements for fiscal years ending after September 30, 2009. The
additional disclosures are included in note 22.
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4.

LOAN TO POLLARD EQUITIES LIMITED AND DISTRIBUTIONS PAYABLE
TO POLLARD EQUITIES LIMITED:

	Pollard Equities Limited has exercised its right to receive its entitlement to monthly cash
distributions from Pollard LP by way of loan. The loan to Pollard Equities Limited of $12,572
(2008 - $16,401) and the distributions payable of $13,392 (2008 - $17,768) were settled
subsequent to the end of the fiscal year. For purposes of financial presentation, the loan
receivable from and related distributions payable to Pollard Equities Limited have been
presented separately as there is no legal right of offset against each of these balances.
	In addition, included in the distributions payable to Pollard Equities Limited is an amount of
$820 (2008 - $1,367) relating to distributions declared December 9, 2009, for Unitholders of record
at December 31, 2009, payable on January 15, 2010.
5.

INVENTORIES:

						

2009			

2008

Raw materials
$
Work-in-process		
Finished goods		

5,593		
$
753			
13,913			

6,081
1,846
12,760

				

20,259		

20,687

$

$

	During 2009, Pollard LP recorded inventory write-downs of $46 representing an increase in the
obsolescence reserves, and write-downs of $3 due to changes in foreign exchange rates.
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	The cost of goods sold reflects the costs of inventory including direct material, direct labour
and manufacturing overheads.
6.

PROPERTY, PLANT AND EQUIPMENT:

						 ACCUMULATED			
DECEMBER 31, 2009		
COST		 AMORTIZATION			

NET BOOK
VALUE

Land
$
Buildings		
Leasehold improvements		
Equipment		
Furniture, fixtures and computers		

1,288
$
15,135		
1,472		
106,487		
4,126		

– 		
$
5,225			
720			
80,758			
2,720			

1,288
9,910
752
25,729
1,406

		

128,508

89,423		

$

39,085

						 ACCUMULATED		
DECEMBER 31, 2008		
COST		 AMORTIZATION		

NET BOOK
VALUE

$

$

Land
$
Buildings		
Leasehold improvements		
Equipment		
Furniture, fixtures and computers		

1,788
$
16,892		
1,385		
103,884		
3,935		

–
$
5,307		
706		
75,642		
2,549		

1,788
11,585
679
28,242
1,386

		

127,884

84,204

43,680
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7.

NET INVESTMENT IN LEASES:
The following lists the components of the net investment in leases:

						

2009			

Total minimum lease payments to be received
$
Unearned income
(interest rate ranging from 4.43% to 11.35%)		

488		

					

456			

1,788

Less net investment in leases due within one year		

262			

1,110

				

194		

$

$

2008

(32 )		

$

1,919
(131)

678

The minimum lease payments to be received in the next four fiscal years to expiry are as follows:

8.

2010						
$
2011							
2012							
2013							

262
128
51
47

							

488

$

GOODWILL:
pg

The change in the carrying amount of goodwill is as follows:
						

2009			

2008

Balance, beginning of year
$
Changes in foreign exchange rates		

6,279		
$
(847 )		

5,132
1,147

Balance, end of year

5,432		

$

6,279

						

2009			

2008

Patents, net of amortization
$
Deferred development, net of amortization		

531		
$
376			

527
–

				

907		

527

9.

$

INTANGIBLE ASSETS:

$

$

10. DISTRIBUTIONS PAYABLE TO PARTNERS:
	Pollard LP declared a distribution payable for the month ended December 31, 2009, of $0.0475
per Class A, Class B and Class C LP Units. Distributions of $0.0475 are payable on the Class A
LP Units and distributions of $1 are payable on the General Partner Units on January 15, 2010,
to Unitholders of record on December 31, 2009. The distribution of $820 (2008 - $1,367) relating
to the Class B and Class C LP Units is payable January 15, 2010, to Unitholders of record on
December 31, 2009 and is included in distributions payable to Pollard Equities Limited and the
distribution of $299 (2008 - $499) relating to Class A LP Units is included in distributions payable
to partners.
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11. LONG-TERM DEBT:
						

Term bank loan, interest of 2.69% to 8.49%
payable monthly, maturing 2012
$
Term bank loan, interest of 4.65% to 6.44%
payable monthly, repaid during 2009		
Term bank loan US$14,778, interest of 7.20%
payable monthly, repaid during 2009		
Deferred financing charges, net of amortization		
				

$

2009			

76,185		

2008

$

–

– 		

41,000

– 		

18,030

(534 )		
75,651		

$

(35)
58,995

	Included in the term bank loan balance is a U.S. dollar loan balance of US$20,176 ($21,185
Canadian equivalent).
	Effective October 30, 2009, Pollard LP completed a new syndicated credit facility. The credit facility
provides loans of up to $70,000 for its Canadian operations and up to $26,250 (US$25,000) for
its U.S. subsidiaries. Borrowings under the credit facility bear interest at fixed and floating rates
based on Canadian and U.S. prime bank rates, banker’s acceptances or LIBOR. At December 31,
2009, the outstanding letters of credit drawn under the credit facility were $5,183.
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	Under the terms and conditions of the credit facility agreement Pollard LP is required to maintain
certain financial covenants including working capital ratios, debt to income before interest, taxes,
depreciation and amortization ratios and certain debt service coverage ratios. As at December 31,
2009, Pollard LP is in compliance with all financial covenants.
	Pollard LP’s credit facility is secured by a first security interest in all of the present and after
acquired property of Pollard LP and its operating subsidiaries. The credit facility can be prepaid
without penalties. Under the terms of the agreement, the credit facility is committed for a one year
period, renewable October 31, 2010. If the credit facility is not renewed, the loans are repayable
two years after the credit facility expiry date. As such, the credit facility has effectively a three year
term expiring October 31, 2012, with no principal payments required prior to expiration.
	Pollard LP entered into an interest rate swap agreement effectively converting variable rate debt
obligations in the amount of $27,000 with underlying current floating rates of 0.50 percent plus
applicable credit margin to a fixed rate of 4.99 percent plus applicable credit margin from August
31, 2009 to August 31, 2010.
	Pollard Holdings, Inc. entered into two interest rate swap agreements effectively converting
variable rate debt obligations in the amount of $15,517 (US$14,778) with underlying current
floating rates of 0.25 percent plus applicable credit margin to a fixed rate of 4.72 percent plus
applicable credit margin from August 31, 2009 to August 31, 2010 and to a fixed rate of 2.95
percent plus applicable credit margin from August 31, 2010 to August 31, 2011.
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12. INCOME TAXES:
(a) Components of income tax provision:
The provision for income taxes is comprised of the following:
						

2009			

2008

Canada:
		
Current income taxes
$
United States:
		
Current income taxes		
		
Future income taxes (reduction)		

$

433

1,642			
(1,051 )		

1,373
1,892

					

591			

3,265

				

973		

3,698

$

382		

$

(b) Reconciliation to statutory rate:
	The overall income tax provision differs from the amount that would be obtained by applying
the combined statutory income tax rate to income due to the following:
						

2009			

2008

Income taxes at Canadian rates:
		
Canadian combined federal and provincial
			
income tax rate		

31.0%			

32.2%

		
Income taxes (recovery)
$
		
Partnership loss (net income) allocated
			
to limited partners and therefore not subject to tax		
		
Withholding taxes		
		
Effect of non-taxable items related to foreign exchange		
Provision for income taxes

$

5,839		

$

(3,548 )		
382			
(1,700 )		
973		

$

(1,015)
1,089
433
3,191
3,698

(c) Future income taxes:
Significant components of the future income tax assets and liabilities are as follows:
						

2009			

2008

Future income tax assets - current:
		
Inventories
$
		
Accrued expenses and other reserves		
		
Leasing transactions		

164		
$
553			
83			

209
886
–

				

$

800		

$

1,095

Future income tax assets - long-term:
		
Foreign exchange

$

1,313		

$

–

Future income tax liabilities - long-term:
		
Property, plant and equipment
$
		
Goodwill		
		
Foreign exchange		
				

$

(283 )
$
(748 )		
– 		
(1,031 )

$

(165)
(666)
(15)
(846)

(d)	At December 31, 2009, the tax basis of the limited partnership’s assets and liabilities
exceeds the carrying value of those assets and liabilities by $25,465 (2008 - $28,796).
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13. PARTNERS’ CAPITAL (DEFICIT):
	Pollard LP is authorized to issue an unlimited number of Class A, B and C Limited Partnership
Units and an unlimited number of General Partner Units.
At December 31, 2009 and 2008, Pollard LP has the following issued and outstanding units:
		
		

CLASS A		
LP UNITS		

CLASS B
LP UNITS

CLASS C
LP UNITS

Pollard Equities Limited		
–		 13,725,984		 3,531,474
Pollard Banknote Income Fund		 6,285,700		
–		
–
Total number of units, end of year		 6,285,700		 13,725,984		 3,531,474
	Pollard Banknote Income Fund owns Class A LP Units indirectly through its wholly owned
subsidiary Pollard Banknote Trust.
	In addition, 106,945 General Partner Units are issued and outstanding with the General Partner,
Pollard Banknote Limited at both December 31, 2009 and 2008.
	Pollard LP’s net income is allocated to the General Partner and to the Limited Partners on the
basis of 0.05 percent and 99.95 percent, respectively.
UNIT DISTRIBUTIONS:
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	Distributions on the LP Units will be made monthly to holders of Class A LP Units, Class B LP
Units and Class C LP Units, in each case, in respect of each monthly distribution period, such that
the aggregate per unit distributions on the Class A LP Units, the Class B LP Units and the Class C
LP Units are the same, after payment to the General Partner in respect of the GP Units.
	Distributions are made on the Class A, Class B and Class C LP Units and the General Partner
Units within 15 days of the end of each month.
	In addition to the cash distributions described above, subject to the terms of the limited
partnership agreement, the General Partner may make a cash distribution to holders of LP Units
at any other time.
	The following outlines the distributions declared during the year ended December 31, 2009:
GENERAL PARTNER
UNITS

January 7, 2009
$
February 11, 2009		
March 4, 2009		
April 8, 2009		
May 7, 2009		
June 10, 2009		
July 8, 2009		
August 5, 2009		
September 9, 2009		
October 7, 2009		
November 5, 2009		
December 9, 2009		
		
$

CLASS A
LP UNITS

CLASS B
LP UNITS

1
$
499
$
1		
507		
1		
549		
1		
502		
1		
312		
1		
316		
–		
314		
–		
301		
1		
303		
–		
301		
–		
343		
1		
299		
8
$ 4,546
$

CLASS C
LP UNITS

TOTAL

1,087
$
280
$ 1,867
1,087		
280		 1,875
1,087		
279		 1,916
1,087		
280		 1,870
652		
168		 1,133
652		
168		 1,137
652		
168		 1,134
652		
167		 1,120
652		
167		 1,123
652		
168		 1,121
652		
168		 1,163
652		
168		 1,120
9,564
$ 2,461
$16,579

	Of the distributions declared on its Class A LP units during 2009, $167 (2008 - $166) was to fund
a portion of the administrative costs of the Trust and the Fund.
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13. PARTNERS’ CAPITAL (DEFICIT)

(CONTINUED):

UNIT RIGHTS:

	On August 5, 2005, the Fund and its wholly-owned Trust, the General Partner, Pollard LP and
Equities entered into an Exchange Agreement. The Exchange Agreement stipulates that Equities
has the right to require the Trust to indirectly exchange Class B and Class C LP Units held by
Equities for Units of the Fund, on the basis of one Fund Unit for each Class B or Class C LP Unit
exchanged. The exchange of Units under this Exchange Agreement would not dilute the Fund’s
income per Unit measure as any decrease in the income per Unit caused by the increase in the
number of Units outstanding would be fully offset by an increase in the Fund’s proportionate
share of Pollard LP’s income.
	The Class A, B and C LP Units have economic and voting rights that are equivalent in all material
respects, except that:
(a)	The Class B and Class C LP Units will be exchangeable for Units of the Fund at the option
of the holder on a one-for-one basis at anytime unless the exchange would jeopardize the
Fund’s status as a mutual fund trust under the Income Tax Act; and
(b)	The Class B LP Units and Class C LP Units will automatically become exchangeable into
Units of the Fund upon the satisfaction of certain conditions and in certain circumstances,
generally with respect to a takeover bid or business combination of the Fund.
CAPITAL MANAGEMENT:

	Pollard LP’s objectives in managing capital are to maintain a strong capital base so as to
maintain investor, creditor and market confidence and to sustain future development of the
business. Pollard LP also strives to maintain an optimal capital structure to reduce the overall
cost of capital.
	In the management of capital, Pollard LP includes long-term debt and partners’ capital but
excludes other comprehensive loss. The Board of Directors regularly monitors the levels of debt,
equity and distributions.
	Pollard LP monitors capital on the basis of funded debt to EBITDA, working capital ratio and
debt service coverage. Pollard LP has externally imposed capital requirements as determined
through its bank credit facility. As at December 31, 2009, Pollard LP is in compliance with all
financial covenants.
	During the year ended December 31, 2009, Pollard LP entered into a new bank facility with its
senior lenders to increase and change the terms of the credit facility to assist in the financing of
the capital expenditures and the general operations of Pollard LP.
	On May 6, 2009, Pollard LP changed its distribution policy. Distributions of $0.0792 per Unit per
month were declared for the months January through April and distributions of $0.0475 per
Unit per month were declared for the months May through December.
	Subsequent to year end the distributions were reduced to $0.01 per Unit per month beginning
with the distribution declared in February 2010.
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14. ACCUMULATED OTHER COMPREHENSIVE LOSS:
							

2009			

Translation of financial statements
		 of self-sustaining foreign operations:
			 Balance, beginning of year
$
			 Unrealized (loss) gain on translation of financial
				
statements of self-sustaining foreign operations		

140		

$

(2,952)

(2,328 )		

3,092

		

(2,188 )		

140

(2,536 )		

(246)

804			

(2,290)

512			

–

(1,220 )		

(2,536)

(3,408 )

(2,396)

Balance, end of year		

Derivatives designated as cash flow hedges:
		
Balance, beginning of year		
		
Unrealized (loss) gain on derivatives designated
			
as cash flow hedges, net of income tax (reduction)
			
$203 and ($343)		
		
Amortization of de-designated hedges,
			
net of income tax of $75		
		

Balance, end of year		

Total accumulated other comprehensive loss
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$

$

2008

	With the new credit facility established during 2009, two of the three existing interest rate swap
agreements no longer met the criteria for hedge accounting. As a result of the de-designation
of the hedge accounting a non-cash loss of $1,818 will be amortized into net income over the
twelve months ending August 31, 2010. A non-cash loss of $587 was recorded in net income and
a corresponding gain, net of future taxes of $75, was recorded in Other Comprehensive Income in
the year ended December 31, 2009 due to the de-designation of the hedge accounting. Beginning
September 1, 2009, any changes in the fair value of these two interest rate swap agreements will
be charged/credited directly to income. For the year ending December 31, 2009, a gain of $575
was recorded in net income.
15. COMMITMENTS AND CONTINGENCIES:
	Pollard LP and its subsidiaries rent premises and equipment under long-term operating leases.
The following is a schedule by fiscal year of rental payment commitments under operating
leases outstanding:
2010			
$
2011				
2012				
2013				
2014				
Thereafter			

3,144
2,870
2,824
2,807
2,768
16,268

	Pollard LP is contingently liable for outstanding letters of credit in the amount of $5,183 at
December 31, 2009 (2008 - $1,221). These letters of credit are part of Pollard LP’s credit facility
and are secured as disclosed in note 11.
	During 2008 Pollard LP entered into a sale leaseback with an affiliate of Equities for land and
building in Council Bluffs, Iowa. The property was sold for CDN$4,081 and leased back for ten
years at an annual lease rate of approximately US$260. The sale value was determined through
independent sources.
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15. COMMITMENTS AND CONTINGENCIES

(CONTINUED):

	Pollard LP is involved in litigation and claims associated with operations, the aggregate amounts
of which are not determinable. While it is not possible to estimate the outcome of the proceedings,
management is of the opinion that any resulting settlements would not materially affect the
financial position of Pollard LP. Should losses occur on resolution of these claims, such loss
would be accounted for as a charge to income in the period in which the settlement occurs.
	The General Partner and Pollard LP have agreed to indemnify Pollard LP’s current and former
directors and officers from and against liability and costs in respect of any action or suit against
them in connection with the execution of their duties of office, subject to certain usual limitations.
No claims with respect to such occurrences have been made and, as such, no amount has been
recorded in these financial statements with respect to these indemnifications.
16. INTEREST:
2009

2008

Interest expense incurred on:
Long-term debt					 $
Other							

3,921
$
437		

2,939
829

								

4,358

$

3,768

					

2009			

2008

Change in non-cash operating working capital:
Accounts receivable
$
Inventories		
Prepaid expenses and deposits		
Accounts payable and accrued liabilities		
Income taxes payable		

3,059		
$
(432 )		
(1,697 )		
4,654			
392			

(1,882 )		
(3,527)
540
2,757
(684)

				

5,976		

(2,796)

$

17. SUPPLEMENTARY CASH FLOW INFORMATION:

$

$
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18. PENSION BENEFITS:
	Pollard LP sponsors non-contributory defined benefit plans providing pension benefits to its
employees. Pollard LP has four pension plans of which three are final pay plans and one is a
flat benefit plan. None of the plans have indexation features. The measurement date for all the
plans is December 31. The two plans of the U.S. subsidiaries require valuations annually with
the last valuations being as of January 1, 2009. One of the Canadian plans of Pollard LP requires
valuation every year with the last valuation as of December 31, 2008. The other Canadian plan
of Pollard LP requires valuation every four years with the last valuation as of January 1, 2008.
Pollard LP’s U.S. subsidiaries also maintain two defined contribution plans. The pension expense
for these defined contribution plans is the annual funding contribution by the subsidiaries.
	Due to the closing of the Kamloops facility (see note 26) a pension curtailment gain of $466 was
recognized due to the revaluation of the expected pension obligation.
Information about Pollard LP’s defined benefit plans, in aggregate, is as follows:
					

2009			

2008

Benefit plan assets:

pg

80

Fair value, beginning of year
$
Actual return on plan assets		
Employer contributions		
Benefits paid			
Other				

14,658		
$
2,271			
2,575			
(768 )		
(315 )		

13,833
(1,791)
2,712
(492)
396

Fair value, end of year

18,421		

14,658

$

$

Accrued benefit plan obligations:
Balance, beginning of year
$
Current service cost		
Interest cost			
Benefits paid			
Actuarial loss (gain)		
Pension curtailment gain		
Other				

14,711		
$
1,360			
1,063			
(768 )		
2,985			
(466 )		
(510 )		

18,224
1,851
1,045
(492)
(6,490)
–
573

Balance, end of year		

18,375			

14,711

Excess (deficit) of plan assets versus plan obligations		
Unamortized net actuarial loss		

46			
1,600			

(53)
18

Net deferred pension asset (accrued benefit plan liability)

1,646		

$

(35)

Prepaid expenses and deposits
$
Accounts payable and accrued liabilities		

1,646 		
$
– 		

–
(35)

Net accrued benefit plan asset (liability)

1,646		

(35)

$

Recognized in the consolidated balance sheets as follows:
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18. PENSION BENEFITS

(CONTINUED):

Included in the accrued benefit plan obligations and the fair value of benefit plan assets at year
end are the following amounts in respect of plans with accrued benefit plan obligations in excess
of plan assets:
					

2009			

2008

Accrued benefit plan obligations
$
Fair value of benefit plan assets		

7,068		
$
6,182			

4,657
4,083

Deficit			

$

886		

$

574

The total net cost for Pollard LP’s defined benefit and defined contribution pension plans is as follows:
					

2009			

2008

Current service cost
$
Interest on plan obligations		
Actual return on plan assets		
Difference between expected return and actual return
on plan assets		
Amortization of actuarial gains and losses		
Pension curtailment gain		

1,360		
$
1,063			
(2,271 )		

1,851
1,045
1,791

1,212			
47			
(466 )		

(2,691)
151
–

Net defined benefit plans cost		

945			

2,147

Defined contribution plans cost		

173			

187

Net defined benefit plans cost:

Net pension plans cost

$

1,118		

$

2,334

The significant actuarial assumptions adopted in measuring Pollard LP’s accrued benefit
obligations are as follows:
					

2009			

2008

Discount rate			6% to 6.5%			6% to 7.5%
Rate of compensation increase		0% to 3.5%			0% to 3.5%
The significant actuarial assumptions adopted in measuring Pollard LP’s pension cost are as follows:
					

2009			

2008

Discount rate			6% to 7.5%			5.5% to 6%
Expected long-term rate of return on plan assets		
6.5%			
6.5%
Rate of compensation increase		0% to 3.5%			0% to 3.5%

The benefit plan assets are held in trust and are invested as follows:
					

2009			

2008

Equities				
Bonds				
Cash and cash equivalents		

57.5%			
39.8%			
2.7%			

48.7%
31.3%
20.0%

					

100.0%			

100.0%
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19. RELATED PARTY TRANSACTIONS:
	During the year, Pollard Equities Limited paid Pollard LP $72 (2008 - $72) for accounting and
administration fees.
	On August 5, 2005, the Fund, the Trust and the General Partner of Pollard LP entered into
a Support Agreement. Under the terms of the Support Agreement, the General Partner will
provide certain management, administrative and support services to the Fund and Trust and
will be reimbursed for all direct and indirect costs and expenses it incurs in the provision of
services pursuant to the Support Agreement. During the year ended December 31, 2009, these
reimbursed costs amounted to $167 (2008 - $166).
	During the year ended December 31, 2009 Pollard LP paid rent of $1,996 (2008 - $324) to
affiliates of Equities.
	At December 31, 2009, included in accounts payable and accrued liabilities is an amount owing to Equities
and its affiliates for rent and other expenses of $293. At December 31, 2008, included in accounts payable
and accrued liabilities is an amount recoverable from Equities and its affiliates of $456.
	During the year ended December 31, 2009, Pollard LP disposed of a surplus office building and
land in Winnipeg, Manitoba to an affiliate of Equities for total proceeds of $3,400 resulting in a
gain of $1,737. The selling price was based on current fair market value as determined through
an independent appraisal.
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	Included in accounts payable and accrued liabilities is an amount owing of $500 to Equities.
According to the terms of the Investment Agreement dated July 27, 2005, Equities agreed to
indemnify Pollard LP for all costs relating to certain outstanding litigation at the time of the IPO,
including litigation relating to the closure of Imprimerie Spéciale de Banque (“ISB”), a French
subsidiary of the predecessor company to Pollard LP which ceased operations as of November
15, 1999. The indemnity was subject to an overriding requirement for Pollard LP to absorb the
first $500 of any indemnified costs. The litigation relating to ISB was settled in 2009 by Equities
for $1,798 and as such, Pollard LP is required to reimburse $500 to Equities. The $500 liability
was originally accrued at the time of the August 5, 2005, IPO as Pollard LP’s expected share of
the liability related to the ISB litigation.
20. SALES TO MAJOR CUSTOMERS:
	For the year ended December 31, 2009, sales to one customer amounted to approximately 12
percent of consolidated sales (2008 - 10 percent).
21. SEGMENTED INFORMATION:
	Pollard LP’s operations consist of one reporting segment principally in the manufacturing and
sale of lottery and charitable gaming products. Geographic distribution of sales, property, plant
and equipment and goodwill are as follows:
					

2009			

2008

Sales:
Canada		
$
U.S.				
Other			

46,533		
$
107,578			
37,737			

44,751
92,125
41,113

Total			

191,848		

$

Property, plant and equipment and goodwill:
Canada		
$
U.S.				
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$

177,989

26,885		
$
17,632			

30,159
19,800

44,517		

49,959

$
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22. FINANCIAL INSTRUMENTS:
	The fair value of a financial instrument is the estimated amount that Pollard LP would receive
or pay to terminate the instrument agreement at the reporting date. The following methods
and assumptions were used to estimate the fair value of each type of financial instrument by
reference to various market value data and other valuation techniques as appropriate.
	The fair values of accounts receivable, loan to Pollard Equities Limited, accounts payable and
accrued liabilities and distributions payable approximate their carrying values given their
short-term maturities.
	The fair value of the investment in leases approximate the carrying value at the interest rates
implicit in the leases approximate rates for similar type instruments.
	The fair value of the long-term debt approximates the carrying value due to the variable interest
rate of the debt.
	The fair value of the other long-term liabilities approximates the carrying value based on the
expected settlement amounts of these liabilities.
	The fair value of foreign currency forward contracts is estimated utilizing market forward rates
of exchange.
	The fair value of the interest rate swap contracts is based on the amount at which they could be
settled using current interest rates.
	Certain financial instruments recorded at fair value on the balance sheet are classified using a
fair value hierarchy that reflects the significance of the inputs used in making the measurements.
The fair value hierarchy has the following levels:
		Level 1 - valuation based on the quoted prices observed in active markets for identical
assets or liabilities
		Level 2 - valuation techniques based on inputs that are quoted prices of similar instruments
in active markets; quoted prices for identical or similar instruments in markets that are
not active; other than quoted prices used in a valuation model that are observable for that
instrument; and inputs that are derived principally from or corroborated by observable
market data by correlation or other means
		Level 3 - valuation techniques with significant unobservable market inputs
	A financial instrument is classified to the lowest level of the hierarchy for which a significant
input has been considered in measuring fair value.
	As at December 31, 2009, the cash and cash equivalents recorded at fair value are classified as
level one and the foreign currency forward contracts and interest rate swap contracts recorded
at fair value in the consolidated balance sheet, of $2,257, are classified as level two, of the fair
value hierarchy.
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23. FINANCIAL RISK MANAGEMENT:
Pollard LP has exposure to the following risks from its use of financial instruments:
Credit risk
Liquidity risk
Currency risk
Interest rate risk
	Pollard LP’s risk management polices are established to identify and analyze the risks, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. The Audit
Committee oversees how management monitors compliance with Pollard LP’s risk management
policies and procedures. The Audit Committee is assisted in its oversight role by Internal Audit,
who undertakes regular reviews of risk management controls and utilizes the annual risk
assessment process as the basis for the annual internal audit plan.
CREDIT RISK:

	Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails
to meet its financial obligations.
	Credit risk on Pollard LP’s accounts receivable is minimized since they are mainly from
governments and their agencies and are collected in a relatively short period of time. Credit risk
on Pollard LP’s net investment in leases is minimized since they are dispersed among a large,
diversified group of customers. Credit risk on foreign currency and interest rate swap contracts
is minimized since the counterparties are restricted to Schedule 1 Canadian financial institutions.
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	The carrying amount of accounts receivable is reduced through the use of an allowance account
and any adjustment to the allowance is recognized in the statement of income within selling and
administration expense. When a receivable balance is considered uncollectible, it is written off
against the allowance account.
	The following table outlines the details of the aging of the Pollard LP’s receivables and the
related allowance for doubtful accounts:
		

2009

2008

Current			
$
Past due for 1 to 60 days		
Past due for more than 60 days		
Less: Allowance for doubtful accounts		

12,693		
$
3,019			
825			
(176)		

14,834
3,780
1,901
(398)

				

16,361

20,117

POLLARD BANKNOTE INCOME FUND

$

$

POLLARD HOLDINGS LIMITED PARTNERSHIP

Notes to Consolidated Financial Statements
(IN T HO U SA NDS O F DO L L A RS, EX CEPT F O R U NI T A M O U N T S )
YEARS ENDED DEC EM BER 31, 2009 A ND 2008

23. FINANCIAL RISK MANAGEMENT

(CONTINUED):

LIQUIDITY RISK:

	Liquidity risk is the risk that Pollard LP will not be able to meet its financial obligations as they
fall due. Pollard LP’s approach is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due. In addition Pollard LP maintains committed credit
facilities including up to $70,000 for its Canadian operations and up to $26,250 (US$25,000) for its
U.S. subsidiaries. At December 31, 2009, the unused balance available for drawdown was $14,882.
	The 2010 requirements for capital expenditures, working capital and distributions are expected to
be financed from cash flow provided by operating activities and unused credit facilities. Pollard LP
enters into contractual obligations in the normal course of business operations.
CURRENCY RISK:

	Pollard LP sells a significant portion of its products and services to customers in the United States
and to international customers where sales are denominated in U.S. dollars. In addition, a significant
portion of its cost inputs are denominated in U.S. dollars. Pollard LP also generates a small amount
of revenue in currencies other than the Canadian and U.S. dollar, primarily in Euros.
	Translation differences arise when foreign currency monetary assets and liabilities are translated
at foreign exchange rates that change over time. As at December 31, 2009, the amount of financial
liabilities denominated in U.S. dollars exceeds the amount of financial assets denominated in U.S.
dollars by approximately $13,128. A 50 basis point weakening/strengthening in the value of the
Canadian dollar relative to the U.S. dollar would result in a decrease/increase in net income of
approximately $66.
	Pollard LP utilizes a number of strategies to mitigate its exposure to currency risk.
Two manufacturing facilities are located in the U.S. and a significant amount of cost inputs
for all production facilities are denominated in U.S. dollars, offsetting a large portion of the
U.S. dollar revenue in a natural hedge. Pollard LP also utilizes foreign currency forward
contracts to hedge the net U.S. dollar exposure.
	In order to manage Pollard LP’s exposure to exchange rate fluctuations on U.S. dollar
denominated cash flow, Pollard LP has entered into foreign currency contracts to exchange
US$3,000 each month for approximately $3,153 for 9 consecutive months from January 2010
to September 2010. The foreign currency contracts are recognized in the balance sheets
and measured at fair value, which at December 31, 2009, represented a liability of $834
(2008 - $10,641).
	A 50 basis point strengthening/weakening in the foreign exchange rate between the Canadian
and U.S. dollar would decrease/increase the income before income taxes by $125 for the year
ended December 31, 2009, due to the change in the value of the mark-to-market value of the
foreign currency contracts
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23. FINANCIAL RISK MANAGEMENT

(CONTINUED):

INTEREST RATE RISK:

	Pollard LP is exposed to interest rate risk relating to its fixed and floating rate instruments.
Fluctuation in interest rates will have an effect on the valuation and repayment of these
instruments. Pollard LP utilizes interest rate swaps to mitigate these risks by hedging a portion
of long-term debt. As at December 31, 2009, approximately 56 percent of the long-term debt was
hedged through the use of interest rate swaps, allowing Pollard LP and one of its subsidiaries to
receive interest at floating rates and pay interest at a fixed rate.
	Pollard LP entered into one interest rate swap agreement effectively converting variable rate
debt obligations in the amount of $27,000 with underlying current floating rates of 0.50 percent
plus applicable credit margin to a fixed rate of 4.99 percent plus applicable credit margin from
August 31, 2009 to August 31, 2010.
	Pollard Holdings, Inc. entered into two interest rate swap agreements effectively converting
variable rate debt obligations in the amount of $15,517 (US$14,778) with underlying current
floating rates of 0.25 percent plus applicable credit margin to a fixed rate of 4.72 percent plus
applicable credit margin from August 31, 2009 to August 31, 2010 and to a fixed rate of 2.95
percent plus applicable credit margin from August 31, 2010 to August 31, 2011.
	The interest rate swap agreements are recognized in the balance sheets and measured at fair
value, which at December 31, 2009, represented a liability of $1,423 (2008 - $3,005).
	A 50 basis point decrease/increase in interest rates would result in an increase/decrease in
income before income taxes of $167 for the year ended December 31, 2009.
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24. LONG-TERM INCENTIVE PLAN (LTIP):
	The officers of the General Partner and key employees of Pollard LP are eligible to participate
in the LTIP. The purpose of the LTIP is to provide eligible participants with compensation
opportunities that will enhance Pollard LP’s ability to attract, retain and motivate key personnel
and reward officers and key employees for significant performance that results in Pollard LP
exceeding its target per LP Unit cash available for distribution, as defined. Pursuant to the
LTIP, Pollard LP will set aside a pool of funds based upon the amount, by which Pollard LP’s
cash available for distribution per fully-diluted LP Unit exceeds certain defined cash available
for distribution targets, currently $0.9504 per LP Unit on an annualized basis. The percentage
amount of that excess, which forms the LTIP incentive pool, will be determined in accordance
with the table below:
Percentage by which cash available
for distribution per Partnership Unit
exceeds base threshold

Percentage of excess cash available
for distribution

5% or less		

10%

Over 5% but less than 10%

10% of the first 5% plus 15% of any excess over 5%

Over 10%		
					

10% of the first 5% plus 15% of the next 5%
plus 20% of any excess over 10%

	For the years ended December 31, 2009 and 2008, based on cash available for distribution per
LP Unit not exceeding the base threshold, no provision for LTIP awards has been accrued in
these financial statements.
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25. SUBSEQUENT EVENT:
	On January 28, 2010, Pollard LP, in conjunction with Fund, announced its intention to restructure,
with the ultimate intention of converting the Fund into a publicly traded corporation utilizing
various sections in the Income Tax Act to effect a tax free transfer for Pollard LP, Fund and the
Fund Unitholders. The restructuring is expected to occur effective May 2010.
26. FACILITY CLOSING:
	On November 5, 2009, Pollard LP announced the closing of its Kamloops production facility
effective February 28, 2010. A facility closing reserve of $4,746 was incurred representing
employee severance and related fringe costs. After the facility is effectively closed on February
28, 2010, the cash outlays related to the facility closing accrual will be expended over a period of
approximately two years, consistent with the terms of their salary and benefit continuance based
on their individual weeks of severance.
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This management’s discussion and analysis (“MD&A”) of Pollard Banknote Limited (“Pollard”) for the
year ended December 31, 2010, is prepared as at March 9, 2011, and should be read in conjunction
with the accompanying financial statements of Pollard and the notes therein as at December 31, 2010.
Results are reported in Canadian dollars and have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP” or “Canadian GAAP”).
On May 14, 2010, Pollard Banknote Income Fund (the “Fund”) and Pollard Holdings Limited Partnership
(“Pollard LP”) completed the conversion (the “Conversion”) to a publically traded corporation. As there
was no substantive change in ultimate ownership after the Conversion it was accounted for under the
continuity of interests method. As a result, one consolidated financial statement, incorporating both
the Fund and Pollard LP, has been prepared. Comparative figures have been restated to reflect the
combined results of both entities.
Forward-Looking Statements
Certain statements in this report may constitute “forward-looking” statements which involve known and
unknown risks, uncertainties and other factors which may cause actual results, performance or
achievements to be materially different from any future results, performance or achievements
expressed or implied by such forward looking statements. When used in this document, such
statements include such words as “may,” “will,” “expect,” “believe,” “plan” and other similar
terminology. These statements reflect management’s current expectations regarding future events and
operating performance and speak only as of the date of this document. There should not be an
expectation that such information will in all circumstances be updated, supplemented or revised
whether as a result of new information, changing circumstances, future events or otherwise.
Use of Non-GAAP Financial Measures
Reference to “Adjusted EBITDA” is to earnings before interest, income taxes, amortization, unrealized
foreign exchange gains and losses, mark-to-market gains and losses on foreign currency contracts and
interest rate swaps, and certain non-recurring items including facility closing reserve, conversion
expenses, warranty reserve accruals and restructuring costs. Adjusted EBITDA is an important metric
used by many investors to compare issuers on the basis of the ability to generate cash from operations
and management believes that, in addition to Net Income, Adjusted EBITDA is a useful supplementary
measure.
Adjusted EBITDA is a measure not recognized under Canadian GAAP and does not have a standardized
meaning prescribed by Canadian GAAP. Therefore, this measure may not be comparable to similar
measures presented by other entities. Investors are cautioned that Adjusted EBITDA should not be
construed as an alternative to Net Income determined in accordance with Canadian GAAP as an
indicator of Pollard’s performance or to cash flows from operating, investing and financing activities as
measures of liquidity and cash flows.
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Basis of Presentation
The results of operations in the following discussions encompass the consolidated results of Pollard for
the year ended December 31, 2010. All figures are in millions except for per share amounts.
These consolidated financial statements reflect the entities conducting the business of manufacturing
and selling lottery and gaming products of the Pollard group as a corporation subsequent to May 14,
2010 and as an income trust and limited partnership prior to the Conversion. All references to
“common shares” collectively refer to Pollard’s common shares on and subsequent to May 14, 2010 and
Fund Units and Class B and C Limited Partnership Units prior to the Conversion. All references to
“dividends” refer to dividends paid or payable to holders of Pollard common shares on and subsequent
to May 14, 2010 and to distributions payable to Fund Unitholders and Class B and C limited partnership
Unitholders prior to the Conversion. All references to “shareholders” refer collectively to holders of
Pollard common shares on and subsequent to May 14, 2010 and to Fund Unitholders and Class B and C
limited partnership Unitholders prior to the Conversion.
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POLLARD BANKNOTE LIMITED
Overview
Pollard Banknote Limited (“Pollard”) is one of the leading providers of products and services to lottery
and charitable gaming industries throughout the world. Management believes Pollard is the largest
provider of instant-win scratch tickets (“instant tickets”) based in Canada and the second largest
producer of instant tickets in the world.
Pollard produces and provides a comprehensive line of instant tickets and lottery services including:
licensed products, distribution, retail telephone selling (“tel-sell”), marketing and instant ticket vending
machines. In addition, Pollard’s charitable gaming product line includes pull-tab (or break-open)
tickets, bingo paper, pull-tab vending machines and ancillary products such as pull-tab counting
machines. Pollard also markets products to the commercial gaming and security sector including such
items as promotional scratch and win tickets, transit tickets and parking passes.
Pollard’s lottery products are sold extensively throughout Canada, the United States and the rest of the
world, wherever applicable laws and regulations authorize their use. Pollard serves over 50 instant
ticket lotteries including a number of the largest lotteries throughout the world. Charitable gaming
products are mostly sold in the United States and Canada where permitted by gaming regulatory
authorities. Pollard serves a highly diversified customer base in the charitable gaming market of over
250 independent distributors with the majority of revenue generated from repeat business.
Product line breakdown of revenue

Instant Tickets
Charitable Gaming Products
Vending Machines

Year ended
December 31,
2010

Year ended
December 31,
2009

88%
11%
1%

88%
11%
1%

Year ended
December 31,
2010

Year ended
December 31,
2009

47%
24%
29%

56%
24%
20%

Geographic breakdown of revenue

United States
Canada
International
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Formation of the Corporation
Pollard was incorporated under the laws of Canada on March 26, 2010, for purposes of implementing
the Conversion of the organization from an income fund to a corporation.
Conversion to a Corporation
On January 28, 2010, the Trustees of the Fund, in conjunction with the Board of Directors of Pollard
Banknote GP Limited, General Partner of Pollard LP, approved in principle a plan to convert Pollard
Banknote Income Fund into a publicly traded corporation. On April 6, 2010, the Ontario Supreme Court
of Justice approved the preliminary plan of arrangement for the Conversion. On May 6, 2010, the
Unitholders of the Fund voted in favour of the Conversion and on May 13, 2010, the Ontario Securities
Commission approved the final plan of arrangement.
The Conversion utilized legislative tax-free conversion options and became effective May 14, 2010.
Pursuant to the terms of the Conversion, holders of Fund Units received, in exchange for each of their
Fund Units, one common share of Pollard. Pollard Equities Limited (“Equities”), the holder of the Class
B and Class C Limited Partnership Units (collectively, the “Exchangeable LP Units”) of Pollard LP and the
associated Special Voting Units, received, in exchange for each group of one Exchangeable LP Unit
(together with the accompanying Special Voting Unit), one common share of Pollard.
As a result of the Conversion, Pollard became the 100% owner of both the Fund and Pollard LP, with
Pollard LP continuing to operate the business of manufacturing and selling lottery and gaming products.
Prior to the Conversion, on January 6, 2010, Pollard declared a dividend of $0.0475 for the month of
January, payable February 15, 2010. On January 28, 2010, Pollard changed its dividend policy.
Dividends of $0.01 per share were declared for the months of February (payable March 15, 2010),
March (payable April 15, 2010) and April (payable May 14, 2010).
Following the Conversion, Pollard initiated a dividend rate of $0.03 per share per quarter. The dividend
declared on May 5, 2010, payable on July 15, 2010, was $0.02 per share relating to the months of May
and June.
A quarterly dividend of $0.03 per share was declared on August 4, 2010, for the quarter ending
September 30, 2010 and on November 3, 2010, for the quarter ending December 31, 2010.
After the Conversion there was no substantive change in the ultimate ownership of Pollard. As a result,
the Conversion has been accounted for under the continuity of interests method. One consolidated
financial statement incorporating the results of both the Fund and Pollard LP has been prepared.
Comparative figures have been restated reflecting the combined results of both entities. As the
Canadian operations of Pollard are now taxable under the Income Tax Act (Canada), the difference
between the tax values and the net book value of the Canadian assets and liabilities have been
recorded as future tax assets and liabilities in the comparative figures.
The costs related to the Conversion of $0.7 million were expensed in the second quarter of 2010.
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Kamloops Facility
On February 28, 2010, Pollard permanently closed its Kamloops production facility with all related
production being transferred to its other facilities. A one-time facility closing accrual of $4.7 million was
expensed in the fourth quarter of 2009, representing the estimated closing costs including employee
severance.
As of December 31, 2010, Pollard had expended approximately $4.3 million of the facility closing
reserve.

Sale of Kamloops Property
On June 25, 2010, the building and land formally used in the Kamloops operation was sold to an
affiliate of Equities for total proceeds of $2.9 million resulting in a gain of $1.8 million. The selling price
was based on the current fair market value determined through an independent appraisal.
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The following financial information should be read in conjunction with the accompanying financial
statements of Pollard and the notes therein as at and for the year ended December 31, 2010.

SELECTED FINANCIAL INFORMATION
(millions of dollars, except per share
information)

Year ended

Year ended

Year ended

Year ended

December 31, 2010 December 31, 2009 December 31, 2008 December 31, 2007
Sales

$163.4

$191.8

$178.0

$164.5

132.0

153.0

141.1

130.5

Gross Profit

31.4

38.8

36.9

34.0

Gross Profit as a % of sales

19.2%

20.2%

20.7%

20.7%

Cost of Sales

Selling and Administration Expenses

20.3

21.3

20.4

19.2

Expenses as a % of sales

12.4%

11.1%

11.5%

11.6%

Realized foreign exchange loss (gain)

1.1

4.5

(4.1)

(2.7)

Loss (gain) as a % of sales

0.7%

2.3%

(2.3%)

(1.7%)

Net Income (Loss)

1.7

(3.4)

20.1

Net Income (Loss) as a % of sales

1.0%

(1.9%)

12.2%

15.0

7.8%

Adjusted EBITDA

18.0

21.3

27.9

23.4

EBITDA as a % of sales

11.0%

11.1%

15.7%

14.2%

Earnings (Loss) per share

$0.07

$0.64

$(0.14)

$0.85

Total Assets
Total Long Term Liabilities

December 31,

December 31,

December 31,

December 31,

2010

2009

2008

2007

$136.0

$154.3

$165.7

$154.0

$74.6

$76.5

$60.4

$47.0

The selected financial and operating information has been derived from, and should be read in
conjunction with, the consolidated financial statements of Pollard.
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RECONCILIATION OF NET INCOME (LOSS) TO ADJUSTED EBITDA
(millions of dollars)

Year ended
Year ended
Year ended
Year ended
December 31, 2010 December 31, 2009 December 31, 2008 December 31, 2007

Net Income (Loss)

$1.7

$15.0

$(3.4)

$20.1

Adjustments:
5.2

4.4

3.8

2.7

Unrealized foreign exchange (gain) loss

Interest

(1.2)

(3.6)

4.2

(2.2)

Mark-to-market (gain) loss on foreign
currency contracts and interest rate
swaps

(2.1)

(10.4)

17.0

(6.3)

Amortization of de-designated hedges

1.2

0.6

-

-

Conversion costs

0.7

-

-

-

Warranty reserve

0.9

-

-

-

Restructuring expense

1.2

-

-

-

Facility closing

-

4.7

-

-

Income taxes (recovery)

1.8

1.7

(1.8)

0.9

Amortization

8.6

8.9

8.4

8.6

$18.0

$21.3

$28.2

$23.8

Adjusted EBITDA
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REVIEW OF OPERATIONS
Financial and operating information has been derived from, and should be read in conjunction with, the
consolidated financial statements of Pollard and the selected financial information disclosed in this
MD&A.
ANALYSIS OF RESULTS FOR THE YEAR ENDED DECEMBER 31, 2010
Sales
Product Line Sales
Fiscal 2010

Product Line Sales
Fiscal 2009

(in millions of dollars)

(in millions of dollars)

Charitable
Gaming
Products,
$18.2

Instant
Tickets,
$143.7

Charitable
Gaming
Products,
$21.9

Instant
Tickets,
$168.4

Vending
Machines,
$1.5

Vending
Machines,
$1.5

During the year ended December 31, 2010 (“Fiscal 2010”), Pollard achieved sales of $163.4 million,
compared to $191.8 million in the year ended December 31, 2009 (“Fiscal 2009”). Factors impacting
the $28.4 million sales decrease were:

Strengthening of the Canadian dollar
During Fiscal 2010, Pollard generated approximately 72% of its revenue in U.S. dollars including a
significant portion of international sales which are priced in U.S. dollars. During Fiscal 2010 the actual
U.S. dollar value was converted to Canadian dollars at $1.05, compared to a rate of $1.16 during Fiscal
2009. This decrease in the U.S. dollar value resulted in an approximate decrease of $12.8 million in
revenue relative to Fiscal 2009. Also during Fiscal 2010, the strengthening of the Canadian dollar
against the Euro resulted in an approximate decrease of $1.4 million in revenue relative to Fiscal 2009.

Sales Breakdown
Fiscal 2009

Sales Breakdown
Fiscal 2010
International
20%

International
29%

Canada
24%

Canada
24%

United States
47%

United States
56%
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Other
Instant ticket sales volumes for Fiscal 2010 were lower than Fiscal 2009 by 4% which decreased sales
by $7.1 million, in part due to the reduction in capacity with the closure of the Kamloops facility. In
addition, a decrease in average selling price compared to 2009 reduced sales by $5.7 million as a result
of an increased mix of lower priced tickets. Charitable Gaming volume decreased slightly during the
year reducing sales by $1.5 million when compared to Fiscal 2009. An increase in vending machine
volumes increased sales $0.1 million when compared to Fiscal 2009.
Cost of sales and gross margin
Cost of sales was $132.0 million in Fiscal 2010 compared to $153.0 million in Fiscal 2009. Lower
exchange rates on U.S. dollar transactions in Fiscal 2010 decreased cost of sales approximately $7.0
million. In addition, cost of sales was lower due to lower production volumes, lower costs associated
with the mix of production and the impact of cost savings associated with the closure of the Kamloops
facility.
Gross profit earned in Fiscal 2010 was $31.4 million (19.2% of sales) as compared to $38.8 million
(20.2% of sales) earned in Fiscal 2009. This decrease was primarily due to the impact of the stronger
Canadian dollar decreasing revenue by a greater amount than the decrease in cost of sales. In
addition, gross profit was lower due to the net impact of lower volumes and selling prices, largely offset
by the cost savings associated with the closure of the Kamloops facility.
Selling and administration expenses
Selling and administration expenses were $20.3 million in Fiscal 2010 which is lower than $21.3 million
in Fiscal 2009 due to the impact of certain cost containment strategies. As a percentage of sales, total
selling and administration expenses were 12.4% of sales in Fiscal 2010 compared to 11.1% in Fiscal
2009 reflecting the impact of the fixed cost nature of these expenses on lower sales.
Foreign exchange gain (loss)
Foreign exchange gain was $0.1 million in Fiscal 2010 compared to a loss of $0.9 million in Fiscal 2009.
Within the 2010 foreign exchange gain are unrealized gains of $1.2 million, relating to a $1.1 million
unrealized foreign exchange gain on U.S. dollar denominated debt (caused by the strengthening of the
Canadian dollar between the balance sheets dates of December 31, 2009 and December 31, 2010) and
unrealized net gains of $0.1 million on U.S. dollar denominated receivables and payables. Partially
offsetting the unrealized gains are realized losses of $1.1 million, which is comprised of realized losses
on the decreased value of U.S. dollar denominated receivables and the conversion of U.S. dollars and
Euros into Canadian dollars.
Within the Fiscal 2009 foreign exchange loss of $0.9 million was unrealized gains of $3.6 million
relating to the foreign exchange gain on U.S. dollar denominated debt (caused by the strengthening of
the Canadian dollar) offset by realized losses of $4.5 million. The realized losses were comprised of
$3.6 million of realized losses relating to forward hedge contracts (caused by fixed exchange rates in
the hedges being lower than actual rates) and $1.7 million in realized losses on the value of U.S. dollar
denominated receivables, partially offset by realized gains on accounts payable of $0.8 million.
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Gain on sale of property, plant and equipment
During Fiscal 2010, Pollard disposed of a building and land in Kamloops, British Columbia to an affiliate
of Equities for total proceeds of $2.9 million resulting in a gain of $1.8 million. The selling price was
based on the current fair market value as determined through an independent appraisal.
During Fiscal 2009, Pollard disposed of a surplus building and land in Winnipeg, Manitoba to an affiliate
of Equities for total proceeds of $3.4 million resulting in a gain of $1.7 million. The selling price was
based on the current fair market value as determined through an independent appraisal.
Adjusted EBITDA
Adjusted EBITDA was $18.0 million in Fiscal 2010 compared to $21.3 million in Fiscal 2009. The
primary reason for the decrease in Adjusted EBITDA was lower gross margin of $7.4 million (due
primarily to the impact of the strengthening Canadian dollar), partially offset by lower realized foreign
exchange losses of $3.4 million and lower selling and administration costs of $1.0 million.
Interest rate swaps
A non-cash mark-to-market gain of $1.3 million was recorded during Fiscal 2010, on interest rate swap
contracts no longer designated as hedges, as compared to $0.6 million in Fiscal 2009. In addition,
amortization of $1.2 million of the previously recorded mark-to-market losses on these interest rate
swaps, recorded as accumulated other comprehensive loss, was expensed in Fiscal 2010 as compared
to $0.6 million in Fiscal 2009.
Mark-to-market gain on foreign currency contracts
A non-cash gain of $0.8 million was recorded in Fiscal 2010, compared to a non-cash gain of $9.8
million recognized in Fiscal 2009. On March 12, 2010, Pollard sold its remaining foreign currency
contracts.
Amortization
Amortization includes amortization of property and equipment and intangible assets and totaled $8.6
million during Fiscal 2010 which is similar to the $8.9 million amortized during Fiscal 2009.
Interest
Interest expense increased to $5.2 million in Fiscal 2010 from $4.4 million in Fiscal 2009 due primarily
to higher interest rates associated with the new syndicated credit facility.
Conversion costs
Conversion expenses of $0.7 million, primarily legal and accounting fees, were expensed in Fiscal 2010
relating to conversion of Pollard to a publically traded corporation.
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Warranty reserve
A warranty reserve adjustment of $0.9 million was expensed in Fiscal 2010. The warranty reserve
relates to product produced in Fiscal 2009 for a specific customer as the originally delivered product no
longer met the contractual quality requirements. There is no continuing obligation relating to these
products.
Restructuring expense
A restructuring expense of $1.2 million was incurred in Fiscal 2010. The expense includes
approximately $0.9 million of costs relating to the elimination of approximately 30 salaried positions. In
addition, due to changes in the local rules regulating scratch off lottery tickets, our Puerto Rico Lottery
operation was restructured to comply with the new rules. Costs incurred of $0.3 million include the
write off of existing inventory and the overhead costs incurred during the transition to the new product
line.
Employee profit sharing
Employee profit sharing costs decreased in Fiscal 2010 to $0.6 million as compared to $0.9 million in
Fiscal 2009 due to reductions in income available for employee profit share. The mark-to-market gains
on foreign currency contracts and interest rate swaps, as well as amortization of de-designated hedges
and amortization of intangible assets are excluded from the calculation of employee profit sharing.
Income taxes
Income tax expense was $1.8 million in Fiscal 2010, an effective rate of 51.6%, due to the allocation of
partnership losses and distributions to the Limited Partners prior to the Conversion.
Income tax expense was $1.7 million in Fiscal 2009, an effective rate of 10.3%, as the Canadian
operations of Pollard were not taxable in 2009.
Net Income
Net Income decreased to $1.7 million in Fiscal 2010 from $15.0 million in Fiscal 2009. The primary
reasons for the decline were the decrease in gross profit of $7.4 million (due primarily to the impact of
the strengthening Canadian dollar), the reduction in the non-cash mark-to-market gain on foreign
exchange currency contracts and interest rate swaps of $8.3 million, an increase in interest expense of
$0.8 million, an increase in amortization of de-designated hedges of $0.6 million, conversion costs of
$0.7 million, warranty reserve of $0.9 million and restructuring expense of $1.2 million. These were
partially offset by a reduction in foreign exchange loss of $1.0 million, a decrease in selling and
administration costs of $1.0 million and a reduction in facility closing expense of $4.7 million.
Earnings per share decreased to $0.07 per share in Fiscal 2010 from $0.64 in Fiscal 2009.
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Liquidity and Capital Resources

Cash provided by operating activities
For year ended December 31, 2010, cash flow provided by operating activities was $6.4 million,
compared to cash flow provided by operations of $14.0 million, for Fiscal 2009.
Changes in the non-cash component of working capital resulted in a decrease in cash flow from
operations of ($1.5) million for the year ended December 31, 2010 compared to an increase of $5.5
million during the comparable period in 2009. The primary reason for the change between years was
the use of cash of ($3.0) million in reducing accounts payable and accrued liabilities in Fiscal 2010 as
compared to cash provided by increasing accounts payable and accrued liabilities of $4.7 million in
Fiscal 2009 due primarily to the accrual of the facility closing reserve in Fiscal 2009 and the subsequent
payments incurred in Fiscal 2010.

Cash provided by investing activities
In the year ended December 31, 2010 cash provided by investing activities was consistent with the
year ended December 31, 2009, of $0.6 million. Capital expenditures of ($2.5) million were incurred in
the year ending December 31, 2010, compared to ($3.6) million for 2009. Cash provided by investing
activities included $3.0 million in proceeds from the sale of property, plant and equipment and $0.3
million from the change in net investment in leases in the year ended December 31, 2010. For the
year ended December 31, 2009, cash provided by investing activities included $3.4 million and $1.2
million from the sale of property, plant and equipment and the change in net investment in leases
respectively.

Cash provided by financing activities
Cash used by financing activities was ($5.1) million in the year ended December 31, 2010. Cash
provided by financing activities for the year ended December 31, 2009 was $2.3 million. Dividends
decreased to ($3.7) million in Fiscal 2010 from ($16.4) million in Fiscal 2009. In Fiscal 2009 an
increase in long-term debt generated $20.6 million in cash.
As at December 31, 2010, Pollard had unused committed debt facility of $15.3 million. This amount is
available to be used for future working capital requirements, contractual obligations, capital
expenditures and dividends.
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ANALYSIS OF RESULTS FOR THE PERIOD OCTOBER 1, 2010 TO DECEMBER 31, 2010
FOURTH QUARTER OF 2010
SELECTED FINANCIAL INFORMATION
(millions of dollars)

Sales

Three months ended
December 31, 2010

Three months ended
December 31, 2009

(unaudited)

(unaudited)

$37.3

$46.9

Cost of Sales

29.3

37.1

Gross Profit

8.0

9.8

Expenses (Income):
Selling and administration

5.3

4.9

Interest

1.1

1.3

Foreign exchange loss

0.4

0.4

Amortization of intangibles

0.5

0.5

Mark-to-market gain on foreign currency contracts
and interest rate swaps

-

(1.9)

Amortization of de-designated hedges

-

0.6

Restructuring expense

1.2

-

Facility closing

-

4.7

(0.1)

0.1

Loss before undernoted

(0.4)

(0.8)

Employee profit sharing

0.1

(0.2)

(0.5)

(0.6)

Other

Loss before income taxes
Income taxes:
Current
Future (reduction)
Net Income (Loss)

0.5

0.4

(0.4)

(1.1)

0.1

(0.7)

$(0.6)

$0.1

Adjustments:
Interest

1.1

1.3

Unrealized foreign exchange loss (gain)

0.1

(0.6)

-

(1.9)

Amortization of de-designated hedges

-

0.6

Mark-to-market gain on foreign currency contracts
and interest rate swaps
Restructuring expense

1.2

-

Facility closing

-

4.7

Income taxes (recovery)

0.1

(0.7)

Amortization

2.2

2.3

$4.1

$5.8

Adjusted EBITDA
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Sales
During the three months ended December 31, 2010, Pollard achieved sales of $37.3 million, compared
to $46.9 million in the three months ended December 31, 2009. Factors impacting the $9.6 million
sales decrease were:

Strengthening of the Canadian dollar
During the three months ended December 31, 2010, Pollard generated approximately 75% of its
revenue in U.S. dollars including a significant portion of international sales which are priced in U.S.
dollars. During the fourth quarter 2010 the actual U.S. dollar value was converted to Canadian dollars
at $1.03, compared to a rate of $1.08 during the fourth quarter 2009. This decrease in the U.S. dollar
value resulted in an approximate decrease of $2.2 million in revenue relative to the fourth quarter
2009. In addition, during the three months ended December 31, 2010, the strengthening of the
Canadian dollar against the Euro resulted in an approximate decrease of $0.2 million in revenue relative
to the three months ended December 31, 2009.

Other
Instant ticket sales volumes for the three months ended December 31, 2010, were lower by 13%,
decreasing sales by $6.5 million. Instant ticket production volumes were consistent with the fourth
quarter of 2009; however, the timing of sales relating to a portion of the Fiscal 2010 fourth quarter
production will not be recognized until Fiscal 2011 due to the timing of shipments to certain customers
and a build up of product for a new contract. A decrease in the average selling price of instant tickets
reduced sales by $1.0 million compared to the fourth quarter of 2009 as a result of a greater mix of
lower priced work. Charitable gaming products volumes were higher than the three months ended
December 31, 2009 increasing revenues by $0.1 million; in addition the average price was higher when
compared to the fourth quarter of 2009, increasing sales by a further $0.1 million. An increase in
vending machine volumes increased sales $0.1 million when compared to the three months ending
December 31, 2009.
Cost of sales and gross margin
Cost of sales was $29.3 million in the three months ended December 31, 2010, compared to $37.1
million in the three months ended December 31, 2009. Lower exchange rates on U.S. dollar
transactions in fourth quarter 2010 decreased cost of sales approximately $0.5 million. In addition, cost
of sales were lower due to lower volumes, lower costs associated with the mix of production and the
impact of cost savings associated with the closure of the Kamloops facility.
Gross profit was $8.0 million (21.4% of sales) in the three months ended December 31, 2010, as
compared to $9.8 million (20.9% of sales) in the three months ended December 31, 2009, primarily
due to the impact of the strengthening Canadian dollar and the lower instant ticket sales volumes. In
addition, gross profit was lower due to the net impact of lower volumes and selling prices, largely offset
by the cost savings associated with the closure of the Kamloops facility.
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Selling and administration expenses
Selling and administration expenses were $5.3 million in the three months ended December 31, 2010,
which is higher than $4.9 million in the fourth quarter 2009, as a result of increased travel, personnel
and professional costs.
Foreign exchange loss
Foreign exchange loss was $0.4 million in the three months ended December 31, 2010, similar to a loss
of $0.4 million in 2009. The 2010 foreign exchange loss is comprised of $0.3 million in realized losses
on the write-down of U.S. dollar denominated receivables and $0.1 million in unrealized losses on
adjustment of the Canadian equivalent of U.S. dollar cash balances.
Within the 2009 foreign exchange loss of $0.4 million was unrealized gains of $0.6 million relating to
the foreign exchange gain on U.S. dollar denominated debt (caused by the strengthening of the
Canadian dollar). The unrealized gain was offset by $1.0 million of realized losses. The realized losses
were comprised of $0.9 million of realized losses relating to forward hedge contracts (caused by fixed
exchange rates in the hedges being lower than actual rates) and $0.3 million in realized losses on U.S.
dollar denominated receivables, which were partially offset by $0.2 million in realized gains on U.S.
dollar dominated payables.
Adjusted EBITDA
Adjusted EBITDA was $4.1 million in the three months ended December 31, 2010, compared to $5.8
million in the three months ended December 31, 2009. The primary reasons for the decrease in
Adjusted EBITDA were lower gross margin of $1.8 million (due primarily to the impact of the
strengthening of the Canadian dollar) and increased selling and administration costs of $0.4 million.
Partially offsetting these items was a decrease in the realized foreign exchange loss of $0.7 million.
Amortization
Amortization includes amortization of property and equipment and intangible assets and totaled $2.2
million during the three months ended December 31, 2010, which is similar to the $2.3 million during
the three months ended December 31, 2009.
Interest
Interest expense decreased to $1.1 million in the fourth quarter 2010 from $1.3 million in the fourth
quarter 2009 due primarily to the elimination of higher interest rates related to certain interest rate
swaps which expired on August 31, 2010, partially offset by higher interest rates associated with the
new syndicated credit facility.
Restructuring expense
A restructuring expense of $1.2 million was incurred in the three months ended December 31, 2010.
The expense includes approximately $0.9 million of costs relating to the elimination of approximately 30
salaried positions. In addition, due to changes in the local rules regulating scratch off lottery tickets,
our Puerto Rico Lottery operation was restructured to comply with the new rules. Costs incurred of
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$0.3 million include the write off of existing inventory and the overhead costs incurred during the
transition to the new product line.
Income taxes
Income tax expense was $0.1 million in the fourth quarter 2010, an effective rate of (20%), due to
withholding taxes and non-deductible expenses.
Income tax recovery was ($0.7) million in the fourth quarter 2009, an effective rate of 116%, as the
Canadian operations of Pollard were not taxable in 2009.
Net Income (Loss)
Net Income (Loss) was ($0.6) million in the three months ended December 31, 2010, compared to $0.1
million in the three months ended December 31, 2009. The primary reasons for the decline were lower
gross margin of $1.8 million (due primarily to the impact of the strengthening of the Canadian dollar)
and a reduction of the non-cash mark-to-market gain on foreign exchange currency contracts of $1.3
million, as well as increased selling and administration expenses of $0.4 million, increased income tax
expense of $0.8 million and the $1.2 million restructuring expense. Partially offsetting these amounts
was the decrease in the expenses related to facility closing in 2009 of $4.7 million.
The three months ended December 31, 2010 incurred a loss per share of ($0.03) compared to earnings
per share of nil in the three months ended December 31, 2009.
Liquidity and Capital Resources

Cash provided by operating activities
For the three months ended December 31, 2010, cash flow provided by operating activities was $7.7
million compared to cash flow provided by operations of $11.7 million for the comparable period in
Fiscal 2009. Changes in the non-cash component of working capital provided an increase in cash flow
from operations of $6.5 million for the three months ended December 31, 2010 (due primarily to
reductions in accounts receivable), compared to an increase of $12.4 million for the three months
ended December 31, 2009 (due primarily to reductions in accounts receivables and an increase in
facility closing reserve).

Cash provided by investing activities
In the three months ended December 31, 2010, cash used by investing activities was ($1.1) million
compared to ($1.3) million used in the fourth quarter of 2009. Capital expenditures of ($1.1) were
incurred in the three months ending December 31, 2010, compared to ($1.4) million for the three
months ending December 31, 2009.
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Cash provided by financing activities
Cash used by financing activities was ($5.4) million in the three months ended December 31, 2010,
compared to ($7.0) million in the three months ended December 31, 2009. The decrease in cash used
by financing activities was primarily due to changes in dividends paid and dividends payable.
As at December 31, 2010, Pollard had unused committed debt facility of $15.3 million. This amount is
available to be used for future working capital requirements, contractual obligations, capital
expenditures and dividends.

Quarterly Information
(unaudited)
(millions of dollars)

Sales
Adjusted EBITDA
Net Income (Loss)

Q4
2010

Q3
2010

Q2
2010

Q1
2010

Q4
2009

Q3
2009

Q2
2009

Q1
2009

$37.3

$41.7

$43.2

$41.2

$46.9

$48.4

$49.5

$47.0

4.1

4.5

5.6

3.8

5.8

6.4

5.1

4.0

(0.6)

1.5

(0.9)

1.7

0.1

7.7

9.1

(1.9)

Fluctuations in Sales, Adjusted EBITDA, and Net Income (Loss) will vary by quarter depending on the
timing of contract awards, changes in customer budgets, ticket inventory levels, lottery retail sales and
mark-to-market adjustments to financial instruments.
Sales in 2010 were lower primarily due to the strengthening of the Canadian dollar relative to the U.S.
dollar and a decrease in volumes and average selling prices.
Sales in 2009 were higher due to the weaker Canadian dollar over the year relative to the U.S. dollar.
Net Income in Q4 2009 was lower primarily due to the impact of the Kamloops facility closure accrual.
Net Income in Q2 2009 and Q3 2009 was higher primarily due to higher mark-to-market gains on
foreign currency contracts. Q2 2009 and Q2 2010 include a gain on sale of property, plant and
equipment.
Net Loss in Q1 2009 was incurred primarily due to lower levels of gross profit.
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Productive Capacity
Management has defined productive capacity as the level of operations necessary to maintain an
Adjusted EBITDA of $20.0 million and the current cash flow target of $13.4 million on an annualized
basis. Due to varying factors implicit in the nature of the lottery industry and the instant ticket market,
productive capacity can best be measured through a financial output such as Adjusted EBITDA and
cash flow. A number of factors impact the level of Adjusted EBITDA including physical plant capacity,
machine capacity, nature of product and service offerings produced and mix of customers. Changes to
productive capacity since August 5, 2005 (the date of the initial public offering (“IPO”)), have occurred
primarily through expenditures on fixed assets and improved processes and other internal improvement
measures, offset by the impacts of changes in foreign exchange relationships, primarily the
strengthening of the Canadian dollar relative to the U.S. dollar and the Euro, and the closure of the
Kamloops facility in February 2010. There have been no increases in productive capacity due to
acquisitions since August 5, 2005.
Pollard’s strategy with respect to productive capacity is to expend the required funds and resources to
maintain the assets required to generate the targeted cash flow and Adjusted EBITDA. In addition,
dependent on certain market conditions and limitations on available funds, projects are incurred to
increase cash inflow or decrease cash outflow. The nature of the lottery industry does not in itself lead
to significant obsolescence risk with the operating assets. To grow productive capacity, ongoing
investment in new technology, new fixed assets and new intangible assets is required. Pollard utilizes a
number of individual strategies to maintain and grow productive capacity including a capital
expenditure budget and a rigorous formal approval process, flexible individual customer management
relationships and structured maintenance programs throughout all of the facilities.
An important component to managing and growing productive capacity is the management of certain
intangible assets, including customer contracts and relationships, patents, computer software and
goodwill. Certain of these assets are reflected in Pollard’s financial statements due to the use of
continuity of interest method of accounting during the transfer of the business August 5, 2005.
Management focuses on maintaining and growing the value of the customer relationship through
winning contract renewals, pursuing and obtaining new contracts and assisting existing customers
growing their instant ticket product lines. Regular commitment to research and development allows
continual development of patents, software and additional technological assets that maintain and
increase future distributable cash. Detailed cost benefit analysis is performed for any significant
investment of funds or resources in order to minimize the associated risks that these assets will not be
able to generate the expected level of cash flow. Where new opportunities are identified, such as a
new marketing opportunity or a new machine or process able to reduce input costs, consideration is
given to revise plans and take advantage of these prospects.
Certain risks are associated with projects aimed at increasing the productive capacity, including
increases in working capital, acquisition or development of intellectual property, development of
additional products or services and purchases of fixed assets. If these investments fail to increase
Adjusted EBITDA and cash flow, then productive capacity will ultimately decrease over time due to the
consumption of these investment resources. The impact on productive capacity may also depend upon
the completion and start up timing of certain investment projects.
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Working Capital
Net non-cash working capital varies throughout the year based on the timing of individual sales
transactions. The nature of the lottery industry is few individual customers who generally order large
dollar value transactions. As such, the change in timing of a few individual orders can impact
significantly the amount required to be invested in inventory or receivables at a particular period end.
The high value, low volume of transactions results in some significant volatility in non-cash working
capital, particularly during a period of rising volumes or new contract initiation. Similarly, the timing of
the completion of the sales cycle through collection can significantly impact non-cash working capital.
Instant tickets are produced specifically for individual clients resulting in a limited investment in finished
goods inventory. Customers are predominantly government agencies, which result in regular
payments. These factors assist in a reasonably quick turnover in net working capital. There are a
limited number of individual customers, and therefore net investment in working capital is managed on
an individual customer by customer basis, without the need for company wide benchmarks.
The overall impact of seasonality does not have a material impact on the carrying amounts in working
capital.
December 31, December 31,
2010
2009
Working Capital
Total Assets
Total Long Term Liabilities

$26.1
$136.0
$74.6

$25.9
$154.3
$76.5

Credit Facility
Pollard’s credit facility, which was renewed effective September 30, 2010, consists of one committed
term bank loan facility. The committed term bank loan facility provides loans of up to $70.0 million for
its Canadian operations and up to US$25.0 million for its U.S. subsidiaries. Borrowings under the credit
facility bear interest at fixed and floating rates based on Canadian and U.S. prime bank rates, banker’s
acceptances or LIBOR. At December 31, 2010, the outstanding letters of guarantee were $4.7 million
and the remaining balance available for drawdown was $15.3 million.
Under the terms and conditions of the credit facility agreement Pollard is required to maintain financial
covenants including working capital ratios, debt to income before interest, income taxes, depreciation
and amortization (“Adjusted EBITDA”) ratios and certain debt service coverage ratios. Under the
syndicated credit facility, Pollard has agreed not to pay dividends in excess of the current quarterly
amount of $0.03 per share until the debt to Adjusted EBITDA ratio is reduced to a certain level. As at
December 31, 2010 and March 9, 2011, Pollard is in compliance with all covenants.
Pollard’s credit facility is secured by a first security interest in all of the present and after acquired
property of Pollard and its operating subsidiaries. The credit facility can be prepaid without penalties.
Under the terms of the agreement, the credit facility is committed for a one year period, renewable
October 31, 2011. If the credit facility is not renewed, the loans are repayable one year after the credit
facility expiry date. As such, the credit facility has effectively a two year term expiring October 31,
2012.
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Under the credit facility, Pollard is required to repay principal payments on a quarterly basis, beginning
July 1, 2011, of an amount to be calculated based on 50% of the prior quarter’s Free Cash Flow. Free
Cash Flow is defined as Adjusted EBITDA less interest and current income taxes. The requirement to
repay certain principal amounts is waived when the debt to Adjusted EBITDA ratio reaches certain
target levels.
As at December 31, 2010, a Pollard subsidiary had entered into an interest rate swap contract to fix the
interest rates on approximately 20% of the long-term debt for a period of eight months. The interest
rate swap allows the subsidiary to receive interest at floating rates and pay interest at a fixed rate.
Pollard believes that its credit facility and ongoing cash flow from operations will be sufficient to allow it
to meet ongoing requirements for investment in capital expenditures, working capital and dividends at
existing business levels.

Outstanding Share Data
As at December 31, 2010 and March 9, 2011, outstanding share data was as follows:
Common shares

23,543,158

Contractual Obligations
Pollard’s subsidiaries rent premises and equipment under long-term operating leases. The following is a
schedule by year of commitments and contractual obligations outstanding:
(millions of dollars)

Total

<1 Year

1-3 Years

4 – 5 Years

Thereafter

Long-term debt

$74.0

-

$74.0

-

-

Other long-term liabilities

$0.8

-

$0.8

-

-

Interest on long-term
debt(1)

$7.7

$4.4

$3.3

-

-

$27.8

$3.1

$8.5

$5.5

$10.7

$110.3

$7.5

$86.6

$5.5

$10.7

Operating leases
Total
(1)

Interest on long-term debt includes interest related to the interest rate swap agreement.

Pension Obligations
Pollard sponsors four non-contributory defined benefit pension plans, of which three are final pay plans
and one is a flat benefit plan. As of December 31, 2010, the aggregate fair value of the assets of
Pollard’s defined benefit pension plans was $21.9 million and the accrued benefit plan obligations were
$22.0 million. Pollard’s total annual funding contribution for all pension plans in 2011 is expected to be
approximately $2.9 million, compared to $2.9 million in 2010, so long as long-term expectations of fund
performance for the defined benefit plans are met.
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Off-Balance Sheet Arrangements
Other than the operating leases described previously, Pollard has no other off-balance sheet
arrangements.
Related Party Transactions
During the year, Pollard Equities Limited paid Pollard $0.07 million (2009 – $0.07 million) for
accounting and administration fees.
During the year ended December 31, 2010, Pollard paid property rent of $2.7 million (2009 - $2.0
million) and $0.1 million (2009 – nil) in plane charter costs to affiliates of Equities.
Also during the year, Pollard sold the building and land formally used in the Kamloops operation to an
affiliate of Equities for total proceeds of $2.9 million resulting in a gain of $1.8 million. The selling price
was based on the current fair market value determined through an independent appraisal. During
Fiscal 2009, Pollard disposed of a surplus office building and land in Winnipeg, Manitoba to an affiliate
of Equities for total proceeds of $3.4 million resulting in a gain of $1.7 million. The selling price was
based on the current fair market value as determined through an independent appraisal.
Pollard has leased a building in Council Bluffs, Iowa from an affiliate of Equities for a ten year term,
ending December 31, 2018, with annual lease payments of US$0.264 million.
A manufacturing facility in Winnipeg, Manitoba is leased from an affiliate of Equities for a 12 year 6
month period, ending March 31, 2021, at an annual base rate of approximately $2.4 million.
At December 31, 2010, Pollard owes Equities and its affiliates $0.7 million (2009 - $0.3 million) for rent
and other expenses.
Also included in accounts payable and accrued liabilities is an amount owing to Equities of $0.5 million.
According to the terms of the Investment Agreement dated July 27, 2005, Equities agreed to indemnify
Pollard for all costs relating to certain outstanding litigation at the time of the IPO, including litigation
relating to the closure of Imprimerie Spéciale de Banque (ISB), a French subsidiary of the predecessor
company to Pollard which ceased operations as of November 15, 1999. The indemnity was subject to
an overriding requirement for Pollard to absorb the first $0.5 million of any indemnified costs. The
litigation relating to ISB was settled in 2009 by Equities for $1.8 million and as such, Pollard is required
to reimburse $0.5 million to Equities. The $0.5 million liability was originally accrued at the time of the
August 5, 2005, IPO as Pollard’s expected share of the liability related to the ISB litigation.
Critical Accounting Policies and Estimates
The preparation of the financial statements in conformity with Canadian GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the dates of the financial statements and the reported
amounts of revenue and expenses during the reporting period. Management of Pollard regularly
reviews its estimates and assumptions based on historical experience and various other assumptions
that it believes would result in reasonable estimates given the circumstances. Actual results could
differ from those estimates under different assumptions. The following is a discussion of accounting
policies which require significant management judgment and estimation.
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Goodwill
Goodwill represents the excess of the purchase price over the fair value of the net assets acquired of
Pollard’s U.S. subsidiaries and the excess purchase price over the underlying carrying amount of the
portion of the net assets sold as at August 5, 2005, as part of the 26.7% of Pollard sold in conjunction
with the IPO, and is not amortized. Goodwill is subject to an annual impairment review to ensure its fair
value remains greater than, or equal to, book value.
The impairment test is carried out in two steps. In the first step, the carrying amount of the reporting
unit is compared with its fair value. When the fair value of a reporting unit exceeds its carrying amount,
goodwill of the reporting unit is considered not to be impaired and the second step of the impairment
test is unnecessary. The second step is carried out when the carrying amount of a reporting unit
exceeds its fair value, in which case the implied fair value of the reporting unit’s goodwill is compared
with its carrying amount to measure the amount of the impairment loss, if any. The implied fair value
of goodwill is determined in the same manner as the value of goodwill is determined, using the fair
value of the reporting unit as if it was the purchase price. When the carrying amount of the reporting
unit’s goodwill exceeds the implied fair value of the goodwill, an impairment loss is recognized. Pollard
performed the impairment tests and the goodwill has been found to not be impaired.

Financial instruments
Pollard may use certain derivative financial instruments to manage risks of fluctuation in interest rates
and foreign exchange rates. Pollard does not engage in the trading of these derivative financial
instruments for profit.
Pollard’s subsidiaries may enter into interest rate swap agreements in order to limit exposure to
increases in interest rates and fix interest rates on certain portions of long-term debt. Pollard applies
hedge accounting for certain interest rate swap agreements that meet the criteria for hedge
accounting. The effective portion of the gain or loss on the hedging item is recognized in other
comprehensive income and any ineffective portion is recognized in Net Income. Payments and receipts
under interest rate swap agreements designated as effective hedges are recognized as adjustments to
interest expense on long-term debt in the same period that the underlying hedged transactions are
recognized. Pollard formally documents the relationship between the hedging instrument and the
hedged item, as well as the nature of the specific risk exposure being hedged and the intended term of
the hedging relationship. The effectiveness of the hedge is assessed at inception and throughout the
term of the hedge. Any hedging transactions that do not qualify for hedge accounting are marked-tomarket at each period end with any resulting gains or losses recorded in income.
Pollard’s subsidiaries may enter into foreign currency forward contracts to limit exposure on certain
recognized assets or liabilities, firm commitments or foreign currency risk in an unrecognized firm
commitment. The foreign currency contracts are recognized in the balance sheet and measured at fair
value, with changes in fair value recognized currently in the statement of income.
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Income taxes
Pollard’s incorporated subsidiaries are taxable entities and as such, income taxes are recorded to reflect
the expected future tax consequences of temporary differences between the carrying amounts of
assets and liabilities and their tax basis. Future income tax assets and liabilities are determined based
on the enacted or substantively enacted tax rates, which are expected to be in effect when the
underlying items of income and expense are expected to be realized. Valuation allowances are
established when necessary to reduce the future tax assets to the amounts expected to be realized.
The effect on future tax assets and liabilities of a change in tax rates is recognized in income in the
period that includes the date of enactment or substantive enactment.

Leases
In some instances, one of Pollard’s subsidiaries will lease vending machines to third-party customers.
Depending on the specific terms contained in the lease agreements, the lease is either classified as an
operating lease or capitalized as a sales-type lease.
Pollard’s subsidiary’s leasing operations consist principally of the leasing of Pull-tab Vending Machines
(PTVM) with various private establishments. These leases are classified as sales-type leases. The PTVM
leases have three year terms. The net investment in sales-type leases consists of the present value of
the future minimum lease payments. Interest revenue is recognized as a constant percentage return on
the net investment.
Future Changes in Accounting Policies
International Financial Reporting Standards
In January 2006, the Accounting Standards Board of Canada (“AcSB”) announced that accounting
standards in Canada are to converge with the International Financial Reporting Standards (“IFRS”).
Canadian publicly accountable enterprises must adopt IFRS for their interim and annual financial
statements relating to fiscal years beginning on or after January 1, 2011.
Pollard established a four part planning framework in 2008 to ensure an effective and efficient transition
regarding the introduction of International Financial Reporting Standards (“IFRS”) in 2011:
Step

Timing

1.

Scoping the Effort

(completed 2008)

2.

Enabling the Resources

(completed 2010)

3.

Executing the Plan

(Q3 2009 - Q1 2011)

4.

Monitoring the Process

(2008 - 2011)

Step 1 and 2 have been completed. Steps 3 and 4 are currently ongoing. All detailed execution steps
continue to be consistent with the times identified in the planning framework.
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1.

Scoping the Effort

A project team was identified utilizing both internal resources and where necessary, external resources.
Formal timelines were established and appropriate training was received by all team members including
participation in a number of externally led in-depth programs, ongoing formal review of updates and
regularly scheduled meetings to confirm ongoing status.
2.

Enabling the Resources

A review was undertaken of current accounting policies in comparison to the standards under IFRS.
Differences were identified and documented, with those applicable to Pollard specifically reviewed to
determine changes required and impact on current financial disclosure, systems and business activities.
3.

Executing the Plan

Based on the differences identified in step #2, specific analysis was prepared identifying the preliminary
recommended accounting policies (where choices are required) and analysis began to calculate the
impact of on the opening transition balance sheet as at January 1, 2010. Detailed seminars were held
with senior executives of Pollard and the Audit Committee to review the recommendations relating to
accounting policy choices and impact on other areas throughout the process.
4.

Monitoring the Process

Detailed quarterly updates have been prepared and presented to the Board of Directors and the Audit
Committee of Pollard. Regular meetings are held to review the status of the transition plan and these
will continue throughout 2011.
The IFRS transition plan covers five main areas of Pollard’s operations.

A

Accounting Policies

Pollard has completed its analysis of the accounting differences arising on conversion to IFRS and has
preliminarily quantified the estimated impact to the January 1, 2010 opening balance sheet, as further
described below. Pollard is in the process of determining the impact on earnings for the year ended
December 31, 2010. In addition to the accounting policy changes described below, Pollard expects to
make changes to financial statement presentation and disclosure, and is in the process of preparing
draft financial statements reflecting the additional disclosures required under IFRS. The information
below is based on our current views, assumptions and expectations. However, circumstances may
arise, such as changes in IFRS standards or interpretations of existing IFRS standards, which could
result in further adjustments upon our transition to IFRS. This analysis is based on the IFRS standards
expected to be in effect at the end of the first IFRS reporting year ending December 31, 2011, and
Pollard will continue to monitor changing standards to assess their impact for 2011 and in future
periods.
1.

Future Accounting Policy Choices

Significant future accounting policy alternatives under IFRS have been reviewed. Recommendations,
where choices are required, have been identified by management and approved by the Audit Committee.
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2.

Mandatory and Optional Exemptions

IFRS 1 identifies certain voluntary and mandatory exemptions from adopting IFRS policies at transition
date. Management has identified the optional exemptions to be utilized by Pollard and these have been
approved by the Audit Committee.
For a summary of Pollard’s future accounting policies and optional exemptions under IFRS 1 please see
the following chart on page 27.
B

Internal Controls over Financial Reporting

Upon finalization of the accounting policy choices on transition and the required disclosures, any
necessary changes will be implemented to the internal controls over financial reporting (“ICFR”). Pollard
is currently reviewing and preparing the disclosures required under IFRS for the first quarter 2011
financial statements. Appropriate review and testing of any new or changed controls will also occur
during this time frame.
Based on our preliminary estimate of the impact of the new accounting and disclosure standards not
being significant, management does not expect impact on the ICFR to be significant and will focus on the
key environment controls and management review and involvement to ensure the transition to IFRS is
appropriately controlled.
C

Disclosure Controls and Procedures

Pollard ensures its key stakeholders are informed about the anticipated effects of the IFRS transition
including disclosure in our MD&A and will complete any further necessary changes to our disclosure
control procedures during the first quarter 2011.
D

Information Systems

Our general ledger and financial reporting system is currently structured to allow for IFRS implementation
without significant changes. The current fixed asset system allows for detailed component analysis to be
tracked separately. No other major systems are expected to need significant changes.
E

Business Activities

A review of business related activities was undertaken during the scoping phase to identify issues that
need to be addressed due to the transition to IFRS. The syndicated credit facility completed effective
September 30, 2010, includes an allowance to reflect any potential impact based on IFRS adjustments.
IFRS 1 – First-time Adoption of IFRS and Future Accounting Policy Changes
The initial adoption of IFRS has required Pollard to review each of its accounting policies and determine
whether or not a change is required or permitted under IFRS and whether any amended policy is
required to be applied on a retrospective or prospective basis. IFRS 1 generally requires retrospective
application of the new policies but prospective application is required or permitted in some instances.
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The below table is a high-level summary of the significant accounting policies of Pollard and the impact
of adopting the new standards under IFRS including exemptions under IFRS 1. New standards under
IFRS 1 that do not apply to Pollard have not been listed.
Accounting Policy
ELECTIVE
EXEMPTIONS
Business
Combinations
Fair Value or
Revaluation as
deemed Cost –
Property, Plant and
Equipment
Borrowing Costs
Employee Benefits –
Actuarial Gains and
Losses
Employee Benefit
Plans – Defined
Benefit Plans
Disclosures
Cumulative
Translation
Differences

Policy change
expected on transition
to IFRSs

Is there an IFRS 1
exemption available?

Will the IFRS 1
exemption be applied?

Yes

Yes

Yes

No

Yes

No

Yes
Yes

Yes
Yes

Yes
Yes

Yes

Yes

Yes

Yes

Yes

Yes

Business Combinations
IFRS 3 will be applied prospectively in the opening IRFS statement of financial position and prior
business combinations will not be restated due to Pollard choosing to apply the IFRS 1 exemption for
business combinations prior to January 1, 2010. As required by the prospective application
requirements relating to IFRS 3, Pollard has determined its cash generated units (“CGU’s”) and
allocated its goodwill accordingly. Pollard has tested its goodwill for impairment in accordance with
IFRS at the date of transition, January 1, 2010, and determined that there is no impairment.
Property, Plant and Equipment
Under the requirements of International Accounting Standard (“IAS”) 16, the company will continue to
account for all property, plant and equipment (“PP&E”) under the cost model. There are options
available under the new standard to account for PP&E on a fair market value basis.
Under IFRS 1 there is an exemption available whereby an organization can elect at its opening
transitional balance sheet to revalue some or all of its PP&E on a fair market value basis rather than
cost. Pollard will not be electing this exemption.
IAS 16 also requires that assets be depreciated at the significant parts level. Pollard has finalized its
categorization and recalculated the impact of restating depreciation on this basis.
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At of the transition date, January 1, 2010, the estimated impact of this adjustment will reduce PP&E by
$1.0 million, retained earnings by $0.8 million and increase future income tax assets by $0.2 million.
Borrowing Costs
Under IAS 27 companies are required to capitalize borrowing costs directly attributable to acquisitions
or construction activities under certain circumstances. Historically Pollard has not capitalized borrowing
costs and after adoption of IFRS will be required to prospectively capitalize borrowing costs for
qualifying assets. Pollard will elect the IFRS 1 exemption and not retrospectively restate our financials
to reflect the capitalization of borrowing costs.
Employee Benefits – Actuarial Gains and Losses
Under adoption of IFRS 1 companies have the choice to recognize all cumulative unrecognized Actuarial
Gains and Losses (“AGL”) at the date of transition. Pollard will be electing this exemption and will be
recognizing retrospectively the cumulative unrecognized AGL in retained earnings at time of transition.
The estimated impact of this election on the opening transitional balance sheet is a reduction of
prepaid expenses and deposits of $1.3 million, an net increase in future income tax assets of $0.3
million and a decrease in retained earnings of $1.0 million.
Companies also currently have the option to account for prospective AGL’s using a variety of methods
including full recognition in income or recognizing over a period of time utilizing the corridor method.
Pollard will continue to use the corridor method, which recognizes AGL’s into income over a period of
time only if the absolute amount exceeds a certain level relative to the assets and liabilities of the
pension plan. Under Canadian GAAP Pollard currently also follows the corridor method.
Employee Benefit Plans – Defined Benefit Plans Disclosures
Under IFRS 1 a company can elect not to provide the extensive historical disclosures required under
IAS 19. Pollard will elect the exemption to exclude the extensive disclosure on transition.
Cumulative Translation Differences
Under IFRS 1 a first-time adopter can elect not to restate and recalculate the Cumulative Translation
Differences (“CTA”) in accordance with the new standard. If an adopter uses this exemption the CTA
difference is deemed to be zero at the transition date. Pollard will elect to utilize this exemption and
the CTA related to translations differences will be deemed to be zero. As a result, the estimated
reduction of retained earnings and increase to accumulated other comprehensive income, at January 1,
2010, is $2.2 million.
Future Income Taxes
Under IAS 12 a company is required to tax effect the difference between historical foreign exchange
rates used to convert a company’s foreign currency denominated PP&E and the current rate at the date
of the financial statements. The estimated impact to the January 1, 2010 balance sheet is a reduction
of $0.6 million in the future income tax assets and retained earnings.
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Impact of Trust Conversion
As described earlier in this MD&A, Pollard Banknote Income Fund converted to a publicly traded
corporation during 2010 and accounted for the Conversion under Canadian GAAP under the continuity
of interests method. IFRS does not have any explicit guidance that prescribes this method. However,
based on an analysis of IFRS guidance applicable to business combinations involving entities under
common control, Pollard has concluded that the Conversion would also be accounted for on a book
value basis under IFRS, and that it is permissible to restate its comparatives as if the combination had
occurred prior to the start of the earliest period presented. As a result, Pollard’s IFRS transition date
opening balance sheet will be based on its restated Canadian GAAP balance sheet and there will be no
adjustments required under IFRS as a result of the Conversion in 2010.
Impact on Fiscal 2010
Under the transition to IFRS, Pollard estimates the only significant adjustment to Net Income for the
year ended December 31, 2010 is an increase of $0.1 million in future income tax assets and a
decrease of future income tax expense of $0.1 million, relating to the future income taxes calculated on
the difference between the historical exchange rates used to convert foreign currency denominated
PP&E and the current rate at December 31, 2010.
Industry Risks and Uncertainties
Pollard is exposed to a variety of business and industry risks. A summary of the major risks faced by
Pollard is noted below.

Dependence on Key Products
Instant lottery tickets and related services accounted for approximately 88% of Pollard's Fiscal 2010
revenues. Pollard's financial results and condition are substantially dependent on the continued
success and growth in sales of this product and the profitability of such sales. Competitive efforts by
other manufacturers of similar or substitute products, shifts in consumer preferences or the
introduction and acceptance of alternative product offerings could have a material adverse effect on
Pollard's business, financial condition, liquidity and results of operations.

Economic Uncertainty
Considerable economic uncertainty and concern over possible recessions and economic downturns have
dominated the news in the past 24 months. Instant lottery tickets account for approximately 88% of
revenue and Pollard’s financial results and condition are substantially dependent on the continued
success and growth in sales of this product and the profitability of such sales. Historically the lottery
industry, and particularly the instant ticket product lines, has not shown any significant negative impact
during downturns in the economic cycles. At the present time Pollard foresees minimal impact on its
operations or product demand due to the current uncertainty and volatility in the economic landscape.
However, lotteries, similar to many government agencies, are increasingly under pressure to reduce
costs and expenditures. As such, Pollard has witnessed downward pressure on its selling prices.
Continued pressure on lotteries to reduce their costs may further negatively impact Pollard’s selling
prices. Significant shifts in consumer preferences or the introduction and acceptance of alternative
product offerings could have a material adverse effect on Pollard’s business, financial condition,
liquidity and results of operations.
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Inability to Sustain Sales or EBITDA Margins
Pollard’s income depends upon its ability to generate sales to customers and to sustain its EBITDA
margins. These margins are dependent upon Pollard’s ability to continue to profitably sell lottery tickets
and gaming products and to continue to provide products and services that make it the supplier of choice
to its customers. If Pollard’s costs of goods or operating costs increase, or other manufacturers of gaming
products could compete more favourably with it, Pollard may not be able to sustain its level of sales or
EBITDA margins.

Dependence on Major Customers
Pollard’s 10 largest customers accounted for approximately 56% of its revenue during Fiscal 2010.
Pollard’s largest customer accounted for 11% of Pollard’s revenues during Fiscal 2010. The nature of
the worldwide lottery industry limits the absolute number of lottery operations. As is customary in the
industry, Pollard does have long-term contracts with most of its customers. However, most allow the
customer to cancel the contract at will and none guarantee volumes or order levels. A significant
reduction of purchases by any of Pollard’s largest customers could have a material adverse effect on
Pollard’s business, financial condition, liquidity and results of operations including the amount of cash
available for dividends to shareholders.

Exchange Rate Fluctuation
A significant portion of Pollard’s revenues and expenses, principally related to its U.S. operations and to
the purchase of raw materials, are denominated in U.S. dollars. Furthermore, although certain raw
materials may be purchased in Canadian dollars, they may have inputs that are denominated in foreign
currencies. Any changes in the exchange rate between the Canadian dollar and these foreign currencies
could have a material effect on the results of Pollard.
For the purposes of financial reporting, any change in the value of the Canadian dollar against the
U.S. dollar during a given financial reporting period would result in a foreign exchange loss or gain on the
translation of any U.S. dollar monetary assets and liabilities. Further, Pollard’s reported earnings could
fluctuate materially as a result of revenues and expenses denominated in U.S. dollars under Canadian
GAAP. There can be no assurance that changes in the currency exchange rate will not have a material
adverse effect on Pollard or on its ability to maintain a consistent level of dividends in Canadian dollars.

Additional Capital Requirements
Pollard believes that its future operating income will be sufficient to fund operations and planned capital
expenditures. However, Pollard may be required to raise additional capital in the future if it decides to
make additional acquisitions or significant additional capital expenditures.
The availability of future borrowings and access to capital markets for longer-term future financing
depends on prevailing conditions and the acceptability of financing terms offered. There can be no
assurances that future borrowings or equity financing will be available or available on acceptable terms.
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Competition
The instant ticket and charitable gaming business is highly competitive, and Pollard faces competition
from a number of domestic and foreign instant ticket manufacturers and other competitors. Pollard
currently has two instant ticket competitors in North America: Scientific Games Corporation and Gtech
Printing Corporation. Charitable gaming competitors include a number of manufacturers such as Arrow
International, Inc., International Gamco, Inc. and Universal Manufacturing, Inc. Internationally, there are
a number of lottery instant ticket vendors which compete with Pollard including Scientific Games, Gtech,
and the Eagle Press Group of Companies.
Some of Pollard's competitors have longer operating histories, greater name recognition, larger
customer bases and greater financial, technical and marketing resources than Pollard. These resources
may allow them to respond more quickly than Pollard can to new or emerging technologies and to
changes in customer requirements. It may also allow them to devote greater resources than Pollard
can to the development, promotion and sale of their products. Pollard's competitors may also engage
in more extensive research and development, undertake more far-reaching marketing campaigns and
adopt more aggressive pricing policies. The market for Pollard's products is highly competitive at both
the lottery and charitable gaming levels. Pollard expects competition to continue to be intense because
of capacity in its markets. Pollard also faces competition from emerging and existing lottery and
charitable gaming products, such as internet gaming products and video lottery terminals. Competition
from these and other gaming products may weaken demand for Pollard’s products.

Licensing and Regulatory Requirements
Pollard is subject to regulation in most jurisdictions in which its products are sold or used by persons or
entities licensed to conduct gaming activities. The gaming regulatory requirements vary from
jurisdiction to jurisdiction and licensing, other approval or finding of suitability processes with respect to
Pollard, its personnel and its products, can be lengthy and expensive. Many jurisdictions have
comprehensive licensing, reporting and operating requirements with respect to the sale and
manufacture of bingo and bingo related products, including bingo paper and pull-tab tickets. These
licensing requirements have a direct impact on the conduct of the day-to-day operations of Pollard.
Generally, gaming regulatory authorities may deny applications for licenses, other approvals or findings
of suitability for any cause they may deem reasonable. There can be no assurance that Pollard, its
products or its personnel will receive or be able to maintain any necessary gaming licenses, other
approvals or findings of suitability. The loss of a license in a particular jurisdiction will prohibit Pollard
from selling products in that jurisdiction and may prohibit Pollard from selling its products in other
jurisdictions. The loss of one or more licenses held by Pollard could have an adverse effect on the
business.
Certain jurisdictions require extensive personal and financial disclosure and background checks from
persons and entities beneficially owning a specific percentage (typically five percent or more) of a
vendor’s securities. The failure of beneficial owners of Pollard’s securities to submit to background
checks and provide such disclosure could result in the imposition of penalties upon these beneficial
owners and could jeopardize the award of a lottery contract to Pollard or provide grounds for
termination of an existing lottery contract.
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Income and Other Taxes
Pollard‘s incorporated subsidiaries are subject to Canadian federal and provincial, and U.S. federal,
state and withholding taxes. As taxing regimes change their tax basis and rates or initiate reviews of
prior tax returns, Pollard could be exposed to increased costs of taxation, which would reduce the
amount of funds available for operations.

Intellectual Property
Pollard’s commercial success depends, in part, on its ability to secure and protect intellectual property
rights that are important to its business, including patent, trademark, copyright and trade secret rights,
to operate without infringing third party intellectual property rights and to avoid having third parties
circumvent the intellectual property rights that Pollard owns or licenses. In particular, the patents and
trademarks Pollard owns or licenses may not be valid or enforceable. In addition, Pollard cannot be
certain that its proprietary technology affords a competitive advantage, does not infringe third party
rights, or will not need to be altered in response to competing technologies. Pollard also cannot be
certain that technologies developed in the future will be the subject of valid and enforceable intellectual
property rights.
In addition, litigation may be necessary to determine the scope, enforceability and validity of third party
intellectual property rights or to establish Pollard’s intellectual property rights. Regardless of merit, any
such litigation could be time consuming and expensive, divert management's time and attention,
subject Pollard to significant liabilities, require Pollard to enter into costly royalty or licensing
agreements, or require Pollard to modify or stop using intellectual property that it owns or licenses.

Interest Rates
Pollard has certain floating rate loans and may be negatively impacted by increases in interest rates,
the effects of which would be to reduce net income and the amount of cash available for operations.
Pollard has in place hedging arrangements to mitigate a portion of interest rate fluctuation risk, but
there can be no assurance that changes in interest rates will not have a material adverse effect on
Pollard or on its ability to maintain a consistent level of dividends in Canadian dollars.

Future Acquisition and Integration Risks
To grow by acquisition, Pollard must identify and acquire suitable acquisition candidates at attractive
prices and successfully integrate any acquired businesses with its existing operations. If the expected
synergies from acquisitions do not materialize or Pollard fails to successfully integrate any new
businesses into its existing business, Pollard's financial performance could be significantly impacted. To
the extent that businesses acquired by Pollard or their prior owners failed to comply with or otherwise
violated applicable laws, Pollard, as a successor owner, may be financially responsible for these
violations.
In connection with future acquisitions by Pollard, there may be liabilities that Pollard failed or was
unable to discover in its due diligence prior to the consummation of the acquisition. The discovery of
any material liabilities could have a material adverse effect on Pollard's business, financial condition,
liquidity and results of operations or future prospects.
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Financial Instruments
Pollard is exposed to financial risks that arise from fluctuations in interest rates and foreign exchange
rates and the degree of volatility of these rates, liquidity risk and credit risk. Pollard uses financial
instruments, from time to time, to manage these risks.
Pollard’s risk management policies are established to identify and analyze the risks, to set appropriate risk
limits and controls to monitor risks and adherence to limits. The Audit Committee oversees how
management monitors compliance with Pollard’s risk management policies and procedures. The Audit
Committee is assisted in its oversight role by Internal Audit, who undertakes regular reviews of risk
management controls and utilizes the annual risk assessment process as the basis for the annual audit
plan.

Risk Exposure
Currency risk
Pollard sells a significant portion of its products and services to customers in the United States and to
international customers where sales are denominated in U.S. dollars. In addition, a significant portion
of its cost inputs are denominated in U.S. dollars. Pollard also generates a small amount of revenue in
currencies other than Canadian and U.S. dollars, primarily in Euros.
In addition, translation differences arise when foreign currency monetary assets and liabilities are
translated at foreign exchange rates that change over time.
Interest rate risk
Pollard is exposed to interest rate risk relating to its fixed and floating rate instruments. Fluctuation in
interest rates will have an effect on the valuation and repayment of these instruments.
Credit risk
Credit risk in the risk of financial loss if a customer or counterpart to a financial instrument fails to meet
its financial obligations.
Liquidity risk
Liquidity risk is the risk that Pollard will not be able to meet its financial obligations as they fall due.

Risk Management
Currency risk
Pollard utilizes a number of tools to manage its foreign currency risk including sourcing its
manufacturing facilities in the U.S. and sourcing other cost of goods sold in U.S. dollars.
Two manufacturing facilities are located in the U.S. and a significant amount of cost inputs for all
production facilities are denominated in U.S. dollars, offsetting a large portion of the U.S. dollar
revenue in a natural hedge.
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Pollard also has the ability to utilize various financial instruments to hedge U.S. dollar exposure
including the use of foreign currency forward contracts. As at December 31, 2010, Pollard has no
contracts outstanding.
A 50 basis point strengthening/weakening in the foreign exchange rate between the Canadian and U.S.
dollar would decrease/increase the income before income taxes by $0.2 million for the year ended
December 31, 2010.
As at December 31, 2010, the amount of financial liabilities denominated in U.S. dollars exceeds the
amount of financial assets denominated in U.S. dollars by approximately $14.0 million. A 50 basis point
weakening/strengthening in the value of the Canadian dollar relative to the U.S. dollar would result in a
decrease/increase in Net Income of approximately $0.07 million.
Interest rate risk
Pollard utilizes interest rate swaps to mitigate these risks by hedging a portion of long-term debt. As at
December 31, 2010, one of Pollard’s subsidiaries has entered into an interest rate swap contract to fix
the interest rates on approximately 20 percent of the long-term debt for a period of 8 months. This
interest rate swap contract allows one of Pollard’s subsidiaries to receive interest at floating rates and
pay interest at a fixed rate.
Pollard Holdings, Inc., a subsidiary, entered into one interest rate swap agreement effectively
converting variable rate debt obligations in the amount of US$14.8 million with underlying current
floating rates of 0.56 percent plus applicable credit margin to a fixed rate of 2.95 percent plus
applicable credit margin from August 31, 2010 to August 31, 2011.
A 50 basis point decrease/increase in interest rates would result in an increase/decrease in income
before income taxes of $0.3 million for the year ended December 31, 2010.
Credit risk
Credit risk on Pollard’s accounts receivable is minimized since they are mainly from governments and
their agencies and are collected in a relatively short period of time. Credit risk on Pollard’s net
investment in leases is minimized since they are dispersed among a large, diversified group of
customers. Credit risk on foreign currency and interest rate swap contracts is minimized since the
counterparties are restricted to Schedule 1 Canadian financial institutions.
The carrying amount of accounts receivable is reduced through the use of an allowance account and
any adjustment to the allowance account is recognized in the statement of income within selling and
administration expense. When a receivable balance is considered uncollectible, it is written off against
the allowance account.
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Liquidity risk
Pollard’s approach is to ensure, as far as possible, that it will always have sufficient liquidity to meet its
liabilities when due. Pollard maintains a committed credit facility including up to $70.0 million for its
Canadian operations and up to US$25.0 million for its U.S. subsidiaries. At December 31, 2010, the
unused balance available for drawdown was $15.3 million.
The 2011 requirements for capital expenditures, working capital and dividends are expected to be
financed from cash flow provided by operating activities and unused credit facility. Pollard enters into
contractual obligations in the normal course of business operations.
Outlook
The instant lottery ticket retail market generated slightly higher sales in 2010 relative to 2009 and signs
of higher growth rates are emerging in early 2011. Despite the very difficult general retail environment
in North America experienced in the last two years, instant lottery tickets have proven to be a very
resilient generator of revenue. Low single digit growth rates are expected in 2011. Government
jurisdictions are under significant pressure to generate more lottery revenues, which presents
opportunities to provide additional product and services.
Lotteries outside North America are expected to generate similar growth rates as seen in North
America, in the low single digit range in 2011.
Despite the improved outlook for retail sales of instant lottery tickets, strong competitive pressures
coupled with economic challenges faced by many of our lottery clients have resulted in significant
downward pressure on pricing throughout the industry. We believe these factors will continue to exist
throughout 2011.
To combat these negative pressures, we have developed a formal change initiative process aimed at
two specific objectives: increasing instant ticket sales and production volumes while, at the same time,
significantly reducing our cost structures.
During 2011 we are targeting a significant increase in volumes over 2010. We currently have the
customer contracts in place to achieve this and through more aggressive and effective marketing we
believe our targeted volume growth is attainable.
The New Jersey Lottery contract has been extended until June 30, 2011 and the Lottery has indicated
they will be issuing a request for proposal to award a new long-term contract. The New York Lottery
contract (where we hold a secondary supplier contract) expires July 2011, and a new request for
proposal has been issued by the New York Lottery. We have no other material customer contracts that
come due in 2011 (when extensions are considered). There are a number of contracts currently held
by our competitors which come up for re-bid in 2011 and we will bid aggressively on these new
contract opportunities. We have recently been successful adding a number of new contracts to our
portfolio including contracts for lotteries in Poland, Cambodia, Costa Rica and Norway.
A number of manufacturing and process improvement initiatives have been started in the fall of 2010
and will continue in 2011 to reduce our cost structure. In the fourth quarter we reduced our head count
by approximately 30 positions. In addition, other initiatives underway include: plans to reduce spoilage
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levels, more efficient processes to streamline our prior to press procedures, increased automation in all
of our finishing plants, standardization of our game development area and continuing enhancements to
our press efficiencies and improved procurement procedures to achieve reductions in variable costs
such as inks and paper.
Cost savings from our fourth quarter restructuring will start to accumulate in the first quarter of 2011
and, coupled with the closure of our Kamloops facility earlier in 2010, will help establish a lower fixed
cost base for our instant ticket product line.
Increasing volumes will have a significant impact on reducing our per unit costs as the fixed component
of our costs is amortized over a larger base.
Specific cost containment strategies have also been put in place to reduce our overhead expenses in all
areas of Pollard.
Sales and order volumes will vary on a quarter-to-quarter basis due to the timing of client orders, which
vary based on marketing plans, new product offerings, inventory management and other factors.
Volumes in the first quarter of the year are generally slightly lower than the rest of the year.
The importance of other service is growing as lotteries look to maximize their revenue and our Lottery
Management Services are an important tool for our clients. After structural changes required in our
Puerto Rico operation were implemented in the fourth quarter, the operations are now selling product
at the retail level. We have recently added the distribution of the pull-tab product line for the Arizona
Lottery to our contract portfolio. Licensed games and merchandise sales were higher in 2010, however
competitive pressures resulted in lower gross margins. We are targeting higher sales in 2011.
The overall charitable gaming market remains stable and this is expected to continue during 2011.
Improved product mix management generated stronger gross margins during the past year and we
expect this to continue in 2011. We have recently initiated sales into a new jurisdiction which will
provide an opportunity to expand the charitable game product line.
Our net operating cash flows have a large exposure to the U.S. dollar and some additional exposure to
Euros. Significant swings in the Canadian dollar relative to the U.S. dollar will result in volatility in our
reported Net Income due to write-downs in U.S. dollar denominated assets and liabilities such as
accounts receivable, accounts payable and long-term debt denominated in U.S. dollars. The Canadian
dollar continued strengthening relative to the U.S. dollar throughout 2010 and in early 2011, which had
a significant negative impact on our operating results.
We currently do not have any foreign currency hedge contracts in place and will continue to monitor
our foreign currency exposure as part of our risk management process.
We anticipate our capital expenditures will remain at similar levels to 2010 during the upcoming year as
no major capital projects are currently planned.
Throughout 2011 we expect an improved cash flow to strengthen our balance sheet through a focus on
reductions in debt.
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Pollard believes that its credit facility and ongoing cash flow from operations will be sufficient to allow it
to meet ongoing requirements for investment in capital expenditures, working capital and dividends at
existing business levels.
Disclosure Controls and Procedures
Under Multilateral Instrument 52-109, “Certification of Disclosure in Issuers’ Annual and Interim
Filings,” issuers are required to document the conclusions of the Chief Executive Officer and Chief
Financial Officer (the “Certifying Officers”) regarding the design and effectiveness of the disclosure
controls and procedures. Pollard’s management, with the participation of the Certifying Officers of
Pollard, has concluded that the disclosure controls and procedures as defined in Multilateral Instrument
52-109 are designed appropriately and are effective at providing reasonable assurance of achieving the
disclosure objectives.
Internal Controls over Financial Reporting
Under Multilateral Instrument 52-109, “Certification of Disclosure in Issuers’ Annual and Interim
Filings,” issuers are required to document the conclusions of the Certifying Officers regarding the
design and effectiveness of the internal controls over financial reporting. Pollard’s management, with
the participation of the Certifying Officers of Pollard, has concluded that the internal controls over
financial reporting as defined in Multilateral Instrument 52-109 are designed appropriately and are
effective at providing reasonable assurance of achieving the financial reporting objectives.
No changes were made in Pollard’s internal control over financial reporting during the year ended
December 31, 2010, that have materially affected, or are reasonably likely to materially affect, Pollard’s
internal control over financial reporting.
Additional Information
Shares of Pollard Banknote Limited are traded on the Toronto Stock Exchange under the symbol PBL.
Additional information relating to Pollard, including the Audited Consolidated Financial Statements and
the Annual Information Form for the year ended December 31, 2010, is available on SEDAR at
www.sedar.com.
Pollard Banknote Limited
1499 Buffalo Place
Winnipeg, Manitoba R3T 1L7
(204) 474-2323
www.Pollardbanknote.com
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POLLARD BANKNOTE LIMITED
Management’s Report

The accompanying consolidated financial statements and all the information contained in the annual report
of Pollard Banknote Limited (“Pollard”) are the responsibility of management and have been approved by
the Board of Directors of Pollard. Financial and operating data elsewhere in the annual report is consistent
with the information contained in the financial statements. The financial statements and all other
information have been prepared by management in accordance with Canadian generally accepted
accounting principles. The financial statements include some amounts and assumptions based on
management’s best estimates which have been derived with careful judgment.
In fulfilling its responsibilities, management of Pollard has developed and maintains a system of internal
accounting controls. These controls are designed to ensure that the financial records are reliable for
preparing the financial statements. The Board of Directors of Pollard carries out its responsibility for the
financial statements through the Audit Committee. The Audit Committee reviews Pollard’s annual
consolidated financial statements and recommends their approval by the Board of Directors. The auditors
have full access to the Audit Committee with and without management present.
The consolidated financial statements have been audited by KPMG LLP Chartered Accountants, whose
opinion is contained in this annual report.

“John Pollard”

“Robert Rose”

JOHN POLLARD
Co-Chief Executive Officer

ROBERT ROSE
Chief Financial Officer

March 9, 2011

Consolidated Financial Statements of

POLLARD BANKNOTE
LIMITED
Years ended December 31, 2010 and 2009

KPMG LLP
Chartered Accountants Fax
Suite 2000 – One Lombard Place
Winnipeg MB R3B 0X3
Canada

Telephone
(204) 957-1770
(204) 957-0808
Internet
www.kpmg.ca

INDEPENDENT AUDITORS' REPORT
To the Shareholders of Pollard Banknote Limited

We have audited the accompanying consolidated financial statements of Pollard Banknote Limited
(the company) which comprise the consolidated balance sheets as at December 31, 2010 and 2009,
the consolidated statements of income, comprehensive income, deficit and cash flows for the years
then ended, and notes, comprising a summary of significant accounting policies and other
explanatory information.
Management's Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian generally accepted accounting principles, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.
Auditors' Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control relevant
to the company’s preparation and fair presentation of the consolidated financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the company’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KPMG LLP, is a Canadian limited liability partnership and a member firm of the KPMG network of independent
member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity.
KPMG Canada provides services to KPMG LLP

Opinion
In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of the company as at December 31, 2010 and 2009, the results of its operations and
its cash flows for the years then ended in accordance with Canadian generally accepted accounting
principles.

Signed “KPMG LLP”

Chartered Accountants

Winnipeg, Canada
March 9, 2011

POLLARD BANKNOTE LIMITED
Consolidated Balance Sheets
(In thousands of dollars)
December 31, 2010 and 2009
2010

2009

Assets
Current assets:
Cash
Accounts receivable
Loan to Pollard Equities Limited (note 3)
Inventories (note 4)
Prepaid expenses and deposits
Net investment in leases due within one year
Future income taxes (note 10)

$

Property, plant and equipment (note 5)

5,405
14,528
2,157
17,889
5,537
114
730
46,360

$

3,706
16,361
12,572
20,259
4,113
262
2,529
59,802

34,672

39,085

40

194

Goodwill (note 7)

35,802

36,052

Intangible assets (note 8)

13,743

15,590

5,345

3,605

Net investment in leases (note 6)

Future income taxes (note 10)

$

135,962

$

154,328

2010

2009

Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable and accrued liabilities
Dividends payable (note 11)
Distributions payable to Pollard Equities Limited (note 3)
Income taxes payable

$

Long-term debt (note 9)

17,214
706
2,157
139
20,216

$

19,516
298
13,392
655
33,861

73,955

75,651

Other long-term liabilities

686

827

Foreign currency contracts

–

834

Interest rate swap contracts (note 21)

374

1,423

6,030

5,336

73,209
(35,401)
(3,107)
34,701

73,209
(33,405)
(3,408)
36,396

Future income taxes (note 10)
Shareholders’ equity:
Share capital (note 11)
Deficit
Accumulated other comprehensive loss (note 12)

Commitments and contingencies (note 13)
$
See accompanying notes to consolidated financial statements.
On behalf of the Board:
“D.C. Crewson”

Director

“John Pollard”

Director

135,962

$

154,328

POLLARD BANKNOTE LIMITED
Consolidated Statements of Income
(In thousands of dollars, except for share amounts)
Years ended December 31, 2010 and 2009
2010
Sales

$

Cost of sales

163,448

2009
$

132,034
31,414

Expenses (income):
Selling and administration
Interest (note 14)
Foreign exchange loss (gain)
Amortization of intangibles
Mark-to-market gain on foreign currency contracts
Mark-to-market gain on interest rate swap contracts (note 12)
Amortization of de-designated hedges (note 12)
Gain on sale of property, plant and equipment (note 17)
Conversion costs (note 1)
Warranty reserve
Restructuring expense (note 22)
Facility closing (note 23)
Other income

191,848
153,025
38,823

20,325
5,202
(138)
1,984
(834)
(1,246)
1,233
(1,834)
673
877
1,169
–
(127)
27,284

21,317
4,398
845
1,926
(9,807)
(575)
587
(1,740)
–
–
–
4,746
(523)
21,174

Income before the undernoted

4,130

17,649

Employee profit sharing
Income before income taxes

593
3,537

886
16,763

Income taxes (note 10):
Current
Future (reduction)

1,178
647
1,825

2,024
(288)
1,736

Net income

$

1,712

$

15,027

Basic and diluted income per share

$

0.07

$

0.64

Weighted average number of shares outstanding

See accompanying notes to consolidated financial statements.

23,543,158

23,543,158

POLLARD BANKNOTE LIMITED
Consolidated Statements of Comprehensive Income
(In thousands of dollars)
Years ended December 31, 2010 and 2009
2010
Net income

$

Other comprehensive income (loss):
Unrealized loss on translation of self-sustaining
foreign operations
Unrealized gain (loss) on derivatives designated as cash
flow hedges, net of income tax (reduction) of ($64) and $203
Amortization of de-designated hedges, net of income tax
of $158 and $75
Other comprehensive income (loss), net of income tax
Comprehensive income

1,712

2009
$

(661)

(2,328)

(113)

804

1,075
301
$

2,013

15,027

512
(1,012)
$

14,015

Consolidated Statements of Deficit
(In thousands of dollars)
Years ended December 31, 2010 and 2009
2010

2009

Opening balance
Net income
Dividends

$

(33,405)
1,712
(3,708)

$

(32,026)
15,027
(16,406)

Ending balance

$

(35,401)

$

(33,405)

See accompanying notes to consolidated financial statements.

POLLARD BANKNOTE LIMITED
Consolidated Statements of Cash Flows
(In thousands of dollars)
Years ended December 31, 2010 and 2009
2010

2009

Cash increase (decrease):
Operating activities:
Net income
Items not involving cash:
Amortization
Gain on sale of property, plant and equipment
Unrealized foreign exchange gain
Future income taxes (reduction)
Mark-to-market gain on foreign currency contracts
Mark-to-market gain on interest rate swap contracts
Amortization of de-designated hedges
Warranty reserve
Change in non-cash operating working capital (note 15)

$

Investing activities:
Additions to property, plant and equipment
Proceeds from sale of property, plant and equipment
Change in net investment in leases
Additions to intangible assets

Financing activities:
Increase in long-term debt
Change in other long-term liabilities
Increase in deferred financing charges
Change in loan to Pollard Equities Limited
Change in dividends payable
Change in distributions payable to Pollard Equities Limited
Dividends

Foreign exchange loss on cash held in foreign currency

1,712

$

15,027

8,578
(1,834)
(1,214)
647
(834)
(1,246)
1,233
877
(1,547)
6,372

8,882
(1,740)
(3,647)
(288)
(9,807)
(575)
587
–
5,526
13,965

(2,543)
2,953
293
(137)
566

(3,638)
3,422
1,172
(412)
544

13
(139)
(831)
10,415
408
(11,235)
(3,708)
(5,077)

20,577
(537)
(567)
3,829
(199)
(4,376)
(16,406)
2,321

(162)

(18)

Change in cash position

1,699

16,812

Cash (bank indebtedness), beginning of year

3,706

(13,106)

Cash position, end of year

$

5,405

$

3,706

Supplementary cash flow information:
Interest paid
Income taxes paid

$

4,581
1,795

$

4,643
1,503

See accompanying notes to consolidated financial statements.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements
(In thousands of dollars, except for share amounts)
Years ended December 31, 2010 and 2009

1.

Description of the Corporation:
Pollard Banknote Limited (“Pollard”), formerly 7510101 Canada Limited, was incorporated
under the laws of Canada on March 26, 2010.
On May 14, 2010, the operations of Pollard Banknote Income Fund (the “Fund”) and its main
operating affiliate Pollard Holdings Limited Partnership (“Pollard LP”) converted, by way of a
Plan of Arrangement (the “Conversion”), to a corporation, 7510101 Canada Limited, which was
subsequently renamed Pollard Banknote Limited. Prior to the Conversion the Fund indirectly
owned, through the Pollard Banknote Trust (“Trust”), approximately 26.7 percent of Pollard LP
and the remaining approximately 73.3 percent was owned by Pollard Equities Limited
(“Equities”). Pursuant to the terms of the Conversion, holders of Fund Units received, in
exchange for each of their Fund Units, one common share of Pollard. Equities, the holder of the
Class B and Class C Limited Partnership Units (collectively, the “Exchangeable LP Units”) of
Pollard LP and the associated Special Voting Units, received, in exchange for each group of
one Exchangeable LP Unit (together with the accompanying Special Voting Units) one
common share of Pollard.
As a result of the Conversion, Pollard became the 100 percent owner of both the Fund and
Pollard LP, with Pollard LP continuing to operate the business.
The Conversion was accounted for as a continuity of interests method since there was no
change of control. These consolidated financial statements incorporate the results of both the
Fund and Pollard LP with the comparative figures having been restated to reflect the combined
results of both entities. As the Canadian operations of Pollard are now taxable under the
Income Tax Act (Canada), the difference between the tax values and the net book value of the
Canadian assets and liabilities have been recorded as future tax assets and liabilities in the
comparative figures.
These consolidated financial statements reflect the entities conducting the business of
manufacturing and selling lottery and gaming products of the Pollard group as a corporation
subsequent to May 14, 2010 and as an income trust and limited partnership prior to the
Conversion. All references to “common shares” collectively refer to Pollard’s common shares
on and subsequent to May 14, 2010 and Fund Units and Class B and C Limited Partnership
Units prior to the Conversion. All references to “dividends” refer to dividends paid or payable to
holders of Pollard common shares on and subsequent to May 14, 2010 and to distributions
payable to Fund Unitholders and Class B and C limited partnership Unitholders prior to the
Conversion. All references to “shareholders” refer collectively to holders of Pollard common
shares on and subsequent to May 14, 2010 and to Fund Unitholders and Class B and C limited
partnership Unitholders prior to the Conversion.
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2.

Significant accounting policies:
(a) Principles of consolidation:
These consolidated financial statements include the accounts of Pollard and the following
100 percent owned subsidiaries:
•

Pollard Holdings Limited Partnership

•

Pollard Banknote Income Fund

•

Pollard Banknote GP Limited

•

Pollard Banknote Trusts

•

Pollard (U.S.) Ltd.

•

Pollard (Canada), Inc.

•

Pollard Banknote Limited Partnership

•

PBL of Puerto Rico, Inc.

•

Pollard Holdings, Inc.

•

Pollard Games, Inc.

•

Pollard Investments Limited

•

Nacako Sdn Bhd

•

Concursos y Promociones Pollard de
Puerto Rico, Inc.

All inter-company transactions have been eliminated.
Subsequent to year end Pollard Banknote Income Fund and Pollard Banknote Trust were
wound up in conjunction with the completion of the final steps of the Conversion.
(b) Revenue recognition:
Revenue is recognized when persuasive evidence of an arrangement exists, significant
risks and benefits of ownership are transferred, the sales price to the customer is fixed or is
determined and collection of the resulting receivable is reasonably assured. The significant
risks of ownership and benefits of ownership are normally transferred in accordance with
the shipping terms agreed to with the customer. Volume rebates are accrued and recorded
as a reduction to sales based on historical experience and management’s expectations
regarding sales volume. Revenue related to lottery management services is recognized
based on a percentage of lottery sales of instant lottery tickets pursuant to the terms of the
contract.
(c) Leases:
One of Pollard’s subsidiaries has leasing operations which consist principally of the leasing
of Pull Tab Vending Machines (“PTVM”) with various private establishments. These leases
are classified as sales-type leases. The PTVM leases have terms of three years. The net
investment in sales-type leases consists of the present value of the future minimum lease
payments. Interest revenue is recognized as a constant percentage return on the net
investment.
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2.

Significant accounting policies (continued):
(d) Inventories:
Raw materials, work-in-process and finished goods are valued at the lower of cost and net
realizable value.
(e) Goodwill:
Goodwill is comprised of the excess purchase price over the underlying carrying amount of
the net assets sold as at August 5, 2005, as part of the 26.7 percent of Pollard LP sold in
conjunction with the Initial Public Offering (“IPO”) and the excess purchase price over the
underlying carrying amount of the net assets acquired of Pollard’s U.S. subsidiaries.
Goodwill is not amortized but is subject to an annual impairment review to ensure its fair
value remains greater than, or equal to, book value.
The impairment test is carried out in two steps. In the first step, the carrying amount of the
reporting unit is compared with its fair value. When the fair value of a reporting unit
exceeds its carrying amount, goodwill of the reporting unit is considered not to be impaired
and the second step of the impairment test is unnecessary. The second step is carried out
when the carrying amount of a reporting unit exceeds its fair value, in which case the
implied fair value of the reporting unit’s goodwill is compared with its carrying amount to
measure the amount of the impairment loss, if any. The implied fair value of goodwill is
determined in the same manner as the value of goodwill is determined, using the fair value
of the reporting unit as if it was the purchase price. When the carrying amount of the
reporting unit’s goodwill exceeds the implied fair value of the goodwill, an impairment loss
is recognized. Pollard performs the impairment tests on an annual basis. The annual
impairment test was performed and it was determined that there was no impairment to the
carrying value.
(f) Intangibles:
Intangible assets with a finite life are amortized, on a straight-line basis, over their useful
lives as follows:
Asset
Customer assets
Patents
Computer software
Deferred development

Rate
16 years
6 to 15 years
5 years
Duration of contract
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2.

Significant accounting policies (continued):
(g) Property, plant and equipment:
Property, plant and equipment are stated at cost less investment tax credits. Amortization
is provided on a straight-line basis over the estimated useful asset lives as follows:
Asset
Buildings
Leasehold improvements
Equipment
Furniture, fixtures and computers

Rate
30 years
Term of lease
3 to 11 years
3 to 9 years

Property, plant and equipment are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. No
assets have been deemed to be impaired at December 31, 2010 and 2009.
(h) Financial instruments:
Recognition and measurement:
Financial instruments are initially recorded at fair value and classified as one of the
following: held-to-maturity, loans and receivables, held-for-trading, available-for-sale or
other financial liabilities. Measurement of these instruments depends on the initial
classification. Financial instruments held-for-trading are measured at fair value with gains
and losses recognized in net income. Financial instruments held-to-maturity, loans and
receivables and other financial liabilities are measured at amortized cost using the effective
interest rate method. Changes in fair value are recognized in net income only if realized or
impairment of value of an asset occurs. Available-for-sale instruments are measured at fair
value with unrealized gains and losses recognized in other comprehensive income (loss)
until such time as the asset or liability is derecognized or impaired at which time the
amounts would be recorded in net income.
Transaction costs that are directly attributable to the acquisition or issuance of financial
assets or liabilities, other than those classified as held-for-trading, are accounted for as part
of the respective asset or liability carrying value.
Pollard has classified its foreign exchange and interest rate swap contracts as held-fortrading; accounts receivable and loan to Pollard Equities Limited as loans and receivables;
and accounts payable and accrued liabilities, dividends payable, distributions payable to
Pollard Equities Limited, long-term debt and other long-term liabilities as other financial
liabilities. Pollard has neither available-for-sale nor held-to-maturity instruments.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

2.

Significant accounting policies (continued):
Comprehensive income:
Comprehensive income is comprised of net income and other comprehensive income and
is disclosed in the consolidated statements of comprehensive income. Comprehensive
income is the change in net assets resulting from transactions or events from sources other
than the shareholders. Other comprehensive income includes unrealized foreign exchange
gains or losses on translation of the financial statements of subsidiaries that are selfsustaining foreign operations and gains or losses on the effective portion of derivatives
designated as cash flow hedges, net of income taxes, in accordance with generally
accepted accounting principles.
Accumulated other comprehensive loss is included in shareholders’ equity on the
consolidated balance sheet, which represents cumulative changes in other comprehensive
income.
Derivatives:
Pollard may use certain derivative financial instruments to manage risks of fluctuation in
interest rates and foreign exchange rates. Pollard does not engage in the trading of these
derivative financial instruments for profit.
Pollard’s subsidiaries may enter into interest rate swap agreements in order to limit
exposure to increases in interest rates and fix interest rates on certain portions of long-term
debt. Pollard applies hedge accounting for certain interest rate swap agreements that meet
the hedging criteria. The interest rate swap agreements are recognized in the balance
sheets and measured at fair value with the effective portion of the gain or loss on the
hedging item recognized in other comprehensive income and any ineffective portion
recognized in net income. Payments and receipts under interest rate swap agreements
designated as effective hedges are recognized as adjustments to interest expense on longterm debt in the same period that the underlying hedged transactions are recognized.
Pollard formally documents the relationship between the hedging instrument and the
hedged item, as well as the nature of the specific risk exposure being hedged and the
intended term of the hedging relationship. The effectiveness of the hedge is assessed at
inception and throughout the term of the hedge. Any hedging transactions that do not
qualify for hedge accounting are marked-to-market at each period end with any resulting
gains or losses recorded in income.
Pollard’s subsidiaries may enter into foreign currency forward contracts to limit exposure on
certain recognized assets or liabilities, firm commitments or foreign currency risk in an
unrecognized firm commitment. The foreign currency contracts are recognized in the
balance sheet and measured at fair value, with changes in fair value recognized currently
in the statement of income.
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2.

Significant accounting policies (continued):
(i) Translation of foreign currencies:
Pollard and its Canadian subsidiaries translate any amounts denominated in foreign
currencies to Canadian dollars as follows: monetary assets and liabilities at effective rates
prevailing at the end of the reporting period; non-monetary assets, non-monetary liabilities,
revenue and expenses at effective rates prevailing at the time of the transaction. Gains or
losses from translations are recognized in income in the period they occur.
Pollard (U.S.) Ltd., PBL of Puerto Rico, Inc., Concursos y Promociones Pollard de Puerto
Rico, Inc. and Nacako Sdn Bhd are considered to be fully integrated operations and as a
result their accounts have been translated into Canadian dollars in accordance with the
temporal method as follows: monetary assets and liabilities at effective rates prevailing at
the end of the reporting period; non-monetary assets and liabilities at effective rates
prevailing at the time of the transaction; amortization expense at the rate in effect at the
time the related assets are acquired; revenues and expenses at average rates prevailing
during the reporting period. Gains or losses from translation are recognized in income in
the period they occur.
Pollard Games, Inc. is considered to be a self-sustaining operation and as a result its
accounts have been translated into Canadian dollars in accordance with the current rate
method as follows: assets and liabilities at the exchange rate in effect at the balance sheet
date and revenue and expenses are translated at the average rate for the reporting period.
Translation adjustments arising from exchange rate fluctuations are shown as accumulated
other comprehensive loss in shareholders’ equity until realized, at which time they are
recognized into income.
(j) Employee future benefits:
Pollard maintains four non-contributory defined benefit pension plans in Canada and the
United States, three being final pay plans and one being a flat benefit plan. None of the
plans have indexation features. A market rate is used to measure benefit obligations. The
expected return on pension plan assets is calculated on the fair value of the assets as of
the year-end date.
The costs of Pollard’s defined benefit plans are recognized over the period in which
employees render service to Pollard in return for the benefits. These costs are actuarially
determined using the projected benefit method pro-rated on service and management’s
best estimate of expected plan investment performance, salary escalation and retirement
ages of employees.
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2.

Significant accounting policies (continued):
Current service costs and interest costs on the benefit obligation are charged to income as
they accrue. Past service costs, plan amendments, changes in assumptions, the net
transitional asset amount and the cumulative unrecognized net actuarial gains and losses
in excess of 10 percent of the greater of the benefit obligation or the fair value of plan
assets are amortized to income on a straight-line basis over the expected average
remaining service life of active plan members. The expected average remaining service life
of the active employees covered by the defined benefit plans range from 12 to 13 years.
Pollard’s funding policy is consistent with statutory regulations.
Pollard’s U.S. subsidiaries maintain two defined contribution plans in the United States.
The pension expense for these plans is the annual funding contribution by the subsidiaries.
(k) Income taxes:
Pollard and its incorporated subsidiaries are taxable entities and as such, income taxes are
recorded to reflect the expected future tax consequences of temporary differences between
the carrying amounts of assets and liabilities and their tax basis. Future income tax assets
and liabilities are determined based on the enacted or substantively enacted tax rates,
which are expected to be in effect when the underlying items of income and expense are
expected to be realized. Valuation allowances are established when necessary to reduce
the future tax assets to the amounts expected to be realized. The effect on future tax
assets and liabilities of a change in tax rates is recognized in income in the period that
includes the date of enactment or substantive enactment. Income tax expense includes
withholding taxes.
(l) Use of estimates:
The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of certain revenues and expenses during the year. Actual results could differ from
those estimates.
(m) Comparative figures:
Certain prior year amounts have been reclassified to conform to the current year’s
presentation.
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2.

Significant accounting policies (continued):
(n) Future changes in accounting policies:
In January, 2006, the Accounting Standards Board of Canada (“AcSB”) announced that
accounting standards in Canada are to converge with the International Financial Reporting
Standards (“IFRS”). Canadian publicly accountable enterprises must adopt IFRS for their
interim and annual financial statements relating to fiscal years beginning on or after
January 1, 2011.

3.

Loan to Pollard Equities Limited and distributions payable to Pollard Equities Limited:
Prior to the Conversion, Pollard Equities Limited exercised its right to receive its entitlement to
monthly cash dividends by way of a loan. The loan to Pollard Equities Limited and the related
distributions payable to Pollard Equities Limited were settled subsequent to December 31,
2010. For purposes of financial presentation, the loan receivable from and related distributions
payable to Pollard Equities Limited have been presented separately as there is no legal right of
offset against each of these balances.

4.

Inventories:
2010
Raw materials
Work-in-process
Finished goods

2009

$

4,799
935
12,155

$

5,593
753
13,913

$

17,889

$

20,259

During 2010, Pollard recorded reversals of previous inventory write-downs of $119,
representing a decrease in the obsolescence reserves, and write-downs of $56 due to changes
in foreign exchange rates.
During 2009, Pollard recorded inventory write-downs of $43, representing an increase in the
obsolescence reserves, and write-downs of $3 due to changes in foreign exchange rates.
The cost of goods sold reflects the costs of inventory including direct material, direct labour and
manufacturing overheads.
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5.

Property, plant and equipment:

December 31, 2010
Land
Buildings
Leasehold improvements
Equipment
Furniture, fixtures and computers

Cost

6.

Net book
value

$

1,080
12,669
1,349
108,032
3,945

$

–
3,790
763
85,152
2,698

$

1,080
8,879
586
22,880
1,247

$

127,075

$

92,403

$

34,672

December 31, 2009
Land
Buildings
Leasehold improvements
Equipment
Furniture, fixtures and computers

Accumulated
amortization

Cost

Accumulated
amortization

Net book
value

$

1,288
15,135
1,472
106,487
4,126

$

–
5,225
720
80,758
2,720

$

1,288
9,910
752
25,729
1,406

$

128,508

$

89,423

$

39,085

Net investment in leases:
The following lists the components of the net investment in leases:
2010
Total minimum lease payments to be received
Unearned income (interest rate ranging
from 9.4% to 11.3%)

$

Less net investment in leases due within one year
$

166

2009
$

488

(12)
154

(32)
456

114

262

40

$

194
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6.

Net investment in leases (continued):
The minimum lease payments to be received in the next three fiscal years to expiry are as
follows:

2011
2012
2013

7.

$

114
46
6

$

166

Goodwill:
Goodwill is comprised of $30,620 (2009 - $30,620), representing the excess purchase price
over the underlying carrying amount of the net assets sold, as at August 5, 2005, as a result of
the 26.7% of Pollard LP sold as part of Pollard Banknote Income Fund’s IPO with the remaining
$5,182 (2009 - $5,432) from Pollard’s purchase of its U.S. subsidiaries.
During 2010 the value of goodwill decreased $250 (2009 - $847) as a result of changes in
foreign exchange rates.

8.

Intangible assets:

December 31, 2010
Customer assets
Patents
Deferred development costs
Computer software

Cost

Net book
value

$

18,645
4,745
482
229

$

6,306
3,768
55
229

$

12,339
977
427
–

$

24,101

$

10,358

$

13,743

December 31, 2009
Customer assets
Patents
Deferred development costs
Computer software

Accumulated
amortization

Cost

Accumulated
amortization

Net book
value

$

18,645
4,713
377
229

$

5,139
3,040
–
195

$

13,506
1,673
377
34

$

23,964

$

8,374

$

15,590

Amortization of intangible assets in 2010 was $1,984 (2009 - $1,926).
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8.

Intangible assets (continued):
Intangible assets includes the excess purchase price over the underlying carrying amount of
the net assets sold, as at August 5, 2005, as a result of the 26.7 percent of Pollard LP that was
sold as part of Pollard Banknote Income Fund’s IPO.

9.

Long-term debt:
2010
Term bank loan, interest of 4.06% to 6.70%
payable monthly, maturing 2012
Deferred financing charges, net of amortization

2009

$

75,000
(1,045)

$

76,185
(534)

$

73,955

$

75,651

Included in the term bank loan balance is a U.S. dollar loan balance of US$23,000 ($23,000
Canadian equivalent).
Effective September 30, 2010, Pollard’s subsidiaries’ Pollard Holdings Limited Partnership and
Pollard Holdings Inc. renewed their syndicated credit facility. The credit facility provides loans
of up to $70,000 for its Canadian operations and up to US$25,000 for its U.S. subsidiaries.
Borrowings under the credit facility bear interest at fixed and floating rates based on Canadian
and U.S. prime bank rates, banker’s acceptances or LIBOR. At December 31, 2010, the
outstanding letters of guarantee drawn under the credit facility were $4,661.
Under the terms and conditions of the credit facility agreement Pollard is required to maintain
certain financial covenants including working capital ratios, debt to income before interest,
income taxes, depreciation and amortization (“Adjusted EBITDA”) ratios and certain debt
service coverage ratios. As at December 31, 2010, Pollard is in compliance with all financial
covenants.
Pollard’s credit facility is secured by a first security interest in all of the present and after
acquired property of Pollard and its operating subsidiaries. The credit facility can be prepaid
without penalties. Under the terms of the agreement, the credit facility is committed for a one
year period, renewable October 31, 2011. If the credit facility is not renewed, the loans are
repayable one year after the credit facility expiry date. As such, the credit facility has effectively
a two year term expiring October 31, 2012.
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9.

Long-term debt (continued):
Under the credit facility, Pollard is required to repay principal amounts on a quarterly basis,
beginning July 1, 2011, of an amount to be calculated based on 50% of the prior quarter’s Free
Cash Flow. Free Cash Flow is defined as Adjusted EBITDA less interest and current income
taxes. The requirement to repay certain principal amounts is waived when the debt to adjusted
earnings before interest, income taxes, depreciation and amortization ratio reaches certain
target levels.
Pollard Holdings, Inc. entered into one interest rate swap agreement effectively converting
variable rate debt obligations in the amount of US$14,778 with underlying current floating rates
of 0.56 percent plus applicable credit margin to a fixed rate of 2.95 percent plus applicable
credit margin from August 31, 2010 to August 31, 2011.

10.

Income taxes:
(a) Components of income tax provision:
The provision for income taxes is comprised of the following:
2010
Canada:
Current income taxes
Future income taxes

$

United States:
Current income taxes
Future income tax reduction

143
930
1,073

2009

$

1,035
(283)
752
$

1,825

382
763
1,145
1,642
(1,051)
591

$

1,736

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

10.

Income taxes (continued):
(b) Reconciliation to statutory rate:
The overall income tax provision differs from the amount that would be obtained by
applying the combined statutory income tax rate to income due to the following:

Income taxes at Canadian rates:
Canadian combined federal and provincial income
tax rate
Income taxes
$
Taxable (income) loss allocated to limited partners/
unitholders and therefore not subject to tax
Withholding taxes and other non-deductable amounts
Effect of non-taxable items related to foreign exchange
Provision for income taxes

$

2010

2009

29.7%

31.0%

1,052

$

595
543
(365)
1,825

5,197
(1,955)
194
(1,700)

$

1,736

(c) Future income taxes:
Significant components of the future income tax assets and liabilities are as follows:
2010
Future income tax assets - current:
Inventories
Accrued expenses and other reserves
Leasing transactions

Future income tax assets - long-term:
Foreign exchange
Property, plant and equipment
Intangible assets

Future income tax liabilities - long-term:
Property, plant and equipment
Goodwill and intangible assets
Reserves

2009

$

89
594
47

$

164
2,282
83

$

730

$

2,529

$

1,708
2,062
1,575

$

1,313
648
1,644

$

5,345

$

3,605

$

(214)
(4,731)
(1,085)

$

(283)
(5,053)
–

$

(6,030)

$

(5,336)
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11.

Share capital:
2010
Authorized:
Unlimited common shares
Unlimited preferred shares
Issued:
23,543,158 common shares

$

73,209

2009

$

73,209

Dividends are paid on the common shares within 15 days of the end of each quarter and are
fully discretionary, as determined by the Board of Directors of Pollard.
Capital management:
Pollard’s objectives in managing capital are to maintain a strong capital base so as to maintain
investor, creditor and market confidence and to sustain future development of the business.
Pollard also strives to maintain an optimal capital structure to reduce the overall cost of capital.
In the management of capital, Pollard includes long-term debt, share capital and deficit, but
excludes accumulated other comprehensive loss. The Board of Directors regularly monitors the
levels of debt, equity and dividends.
Pollard monitors capital on the basis of funded debt to Adjusted EBITDA, working capital ratio
and debt service coverage. Pollard has externally imposed capital requirements as determined
through its bank credit facility. Under the syndicated credit facility, Pollard has agreed not to
pay dividends in excess of the current quarterly amount of $0.03 per share until the debt to
adjusted earnings before interest, income taxes, depreciation and amortization ratio is reduced
to a certain level. As at December 31, 2010, Pollard is in compliance with all financial
covenants.
On January 6, 2010, Pollard declared a dividend of $0.0475 for the month of January, payable
February 15, 2010. On January 28, 2010, Pollard changed its dividend policy. Dividends of
$0.01 per share were declared for the months of February (payable March 15, 2010), March
(payable April 15, 2010) and April (payable May 14, 2010).
Following the Conversion, Pollard initiated a dividend rate of $0.03 per share per quarter. The
dividend declared on May 5, 2010, to shareholders of record on June 30, 2010, payable July
15, 2010, was $0.02 per share relating to the months of May and June.
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11.

Share capital (continued):
On August 4, 2010, a dividend of $0.03 per share was declared, payable to shareholders of
record on September 30, 2010. On November 3, 2010, a dividend of $0.03 per share was
declared, payable to shareholders of record on December 31, 2010.
There were no other changes in Pollard’s approach to capital management during the current
year.

12.

Accumulated other comprehensive loss:
2010
Translation of financial statements of self-sustaining
foreign operations:
Balance, beginning of year
Unrealized loss on translation of financial statements
of self-sustaining foreign operations
Balance, end of year

$

Derivatives designated as cash flow hedges:
Balance, beginning of year
Unrealized gain (loss) on derivatives designated as
cash flow hedges, net of income tax (reduction) of
($64) and $203
Amortization of de-designated hedges, net of income
tax of $158 and $75
Balance, end of year
Total accumulated other comprehensive loss

(2,188)

2009

$

(661)
(2,849)

(2,328)
(2,188)

(1,220)

(2,536)

(113)

804

1,075
(258)
$

140

(3,107)

512
(1,220)
$

(3,408)

With the new credit facility established during 2009, two of the three existing interest rate swap
agreements no longer met the criteria for hedge accounting. As a result of the de-designation
of the hedge accounting a non-cash loss of $1,820 was amortized into net income over the
twelve months ending August 31, 2010. A non-cash loss of $1,233 (2009 - $587) was recorded
in net income and a corresponding gain, net of future taxes of $158 (2009 - $75), was recorded
in other comprehensive income in the year ended December 31, 2010, due to the dedesignation of the hedge accounting. Beginning September 1, 2009, any changes in the fair
value of these two interest rate swap agreements were credited directly to income. For the year
ending December 31, 2010, a gain of $1,246 (2009 - $575) was recorded in net income.
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13.

Commitments and contingencies:
Certain Pollard subsidiaries rent premises and equipment under long-term operating leases.
The following is a schedule by fiscal year of rental payment commitments under operating
leases outstanding:

2011
2012
2013
2014
2015
Thereafter

$

3,084
2,946
2,794
2,756
2,751
13,448

Pollard’s subsidiaries are contingently liable for outstanding letters of guarantee in the amount
of $4,661 at December 31, 2010 (2009 - $5,183). These letters of guarantee are part of
Pollard’s credit facility and are secured as disclosed in note 9.
During 2008 Pollard entered into a sale leaseback with an affiliate of Equities for land and
building in Council Bluffs, Iowa. The property was sold for CDN$4,081 and leased back for ten
years at an annual lease rate of approximately US$260. The sale value was determined
through independent sources.
Pollard is involved in litigation and claims associated with operations, the aggregate amounts of
which are not determinable. While it is not possible to estimate the outcome of the proceedings,
management is of the opinion that any resulting settlements would not materially affect the
financial position of Pollard. Should losses occur on resolution of these claims, such loss would
be accounted for as a charge to income in the period in which the settlement occurs.
Pollard has agreed to indemnify Pollard’s current and former directors and officers from and
against liability and costs in respect of any action or suit against them in connection with the
execution of their duties of office, subject to certain usual limitations. No claims with respect to
such occurrences have been made and, as such, no amount has been recorded in these
financial statements with respect to these indemnifications.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

14.

Interest:
2010
Interest expense incurred on:
Long-term debt
Other

15.

2009

$

5,010
192

$

3,921
477

$

5,202

$

4,398

Supplementary cash flow information:
2010
Change in non-cash operating working capital:
Accounts receivable
Inventories
Prepaid expenses and deposits
Accounts payable and accrued liabilities
Income taxes payable

16.

2009

$

1,735
2,124
(1,882)
(3,028)
(496)

$

3,059
(432)
(2,151)
4,658
392

$

(1,547)

$

5,526

Pension benefits:
Pollard sponsors non-contributory defined benefit plans providing pension benefits to its
employees. Pollard has four pension plans of which three are final pay plans and one is a flat
benefit plan. None of the plans have indexation features. The measurement date for all the
plans is December 31. The two plans of the U.S. subsidiaries require valuations annually with
the last valuations being as of January 1, 2010. One of the Canadian plans of Pollard requires
valuation every year with the last valuation as of December 31, 2009. The other Canadian plan
of Pollard requires valuation every four years with the last valuation as of January 1, 2008.
Pollard’s U.S. subsidiaries also maintain two defined contribution plans. The pension expense
for these defined contribution plans is the annual funding contribution by the subsidiaries.
Due to the closing of the Kamloops facility in 2009 (see note 23) a pension curtailment gain of
$466 was recognized in 2009 due to the revaluation of the expected pension obligation.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

16.

Pension benefits (continued):
Information about Pollard’s defined benefit plans, in aggregate, is as follows:
2010

2009

Benefit plan assets:
Fair value, beginning of year
Actual return on plan assets
Employer contributions
Benefits paid
Other

$

18,421
1,631
2,935
(927)
(114)

$

14,658
2,271
2,575
(768)
(315)

Fair value, end of year

$

21,946

$

18,421

$

18,375
1,344
1,189
(927)
2,152
–
(111)
22,022

$

14,711
1,360
1,063
(768)
2,985
(466)
(510)
18,375

Accrued benefit plan obligations:
Balance, beginning of year
Current service cost
Interest cost
Benefits paid
Actuarial loss
Pension curtailment gain
Other
Balance, end of year
Excess (deficit) of plan assets versus plan obligations

(76)

Unamortized net actuarial loss
Net deferred pension asset

46

3,363

1,600

$

3,287

$

1,646

Prepaid expenses and deposits

$

3,287

$

1,646

Net accrued benefit plan asset

$

3,287

$

1,646

Recognized in the consolidated balance
sheets as follows:

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

16.

Pension benefits (continued):
Included in the accrued benefit plan obligations and the fair value of benefit plan assets at year
end are the following amounts in respect of plans with accrued benefit plan obligations in
excess of plan assets:
2010

2009

Accrued benefit plan obligations
Fair value of benefit plan assets

$

5,899
4,728

$

7,068
6,182

Deficit

$

1,171

$

886

The total net cost for Pollard’s defined benefit and defined contribution pension plans is as
follows:
2010

2009

Net defined benefit plans cost:
Current service cost
Interest on plan obligations
Actual return on plan assets
Difference between expected return and actual return on
plan assets
Amortization of actuarial gains and losses
Pension curtailment gain
Net defined benefit plans cost

$

$

384
33
–
1,319

Defined contribution plans cost
Net pension plans cost

1,344
1,189
(1,631)

1,212
47
(466)
945

157
$

1,476

1,360
1,063
(2,271)

173
$

1,118

The significant actuarial assumptions adopted in measuring Pollard’s accrued benefit
obligations are as follows:

Discount rate
Rate of compensation increase

2010

2009

6%
0% to 3%

6% to 6.5%
0% to 3.5%

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

16.

Pension benefits (continued):
The significant actuarial assumptions adopted in measuring Pollard’s pension cost are as
follows:

Discount rate
Expected long-term rate of return on plan assets
Rate of compensation increase

2010

2009

6% to 6.5%
6.5%
0% to 3%

6% to 7.5%
6.5%
0% to 3.5%

The benefit plan assets are held in trust and are invested as follows:

Equities
Bonds
Cash and cash equivalents

17.

2010

2009

59.7%
37.3%
3.0%

57.5%
39.8%
2.7%

100.0%

100.0%

Related party transactions:
During the year ended December 31, 2010, Pollard paid property rent of $2,693 (2009 $1,996) and $95 (2009 - nil) in plane charter costs to affiliates of Equities. During the year,
Equities paid Pollard $72 (2009 - $72) for accounting and administration fees.
At December 31, 2010, included in accounts payable and accrued liabilities is an amount owing
to Equities and its affiliates for rent and other expenses of $721 (2009 - $293).
During the year ended December 31, 2010, Pollard disposed of a building and land in
Kamloops, British Columbia to an affiliate of Equities for total proceeds of $2,900 resulting in a
gain of $1,838. The selling price was based on the current fair market value as determined
through an independent appraisal.
During the year ended December 31, 2009, Pollard disposed of a surplus office building and
land in Winnipeg, Manitoba to an affiliate of Equities for total proceeds of $3,400 resulting in a
gain of $1,737. The selling price was based on the current fair market value as determined
through an independent appraisal.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

17.

Related party transactions (continued):
Included in accounts payable and accrued liabilities is an amount owing of $500 (2009 - $500)
to Equities. According to the terms of the Investment Agreement dated July 27, 2005, Equities
agreed to indemnify Pollard for all costs relating to certain outstanding litigation at the time of
the IPO, including litigation relating to the closure of Imprimerie Spéciale de Banque (ISB), a
French subsidiary of the predecessor company to Pollard which ceased operations as of
November 15, 1999. The indemnity was subject to an overriding requirement for Pollard to
absorb the first $500 of any indemnified costs. The litigation relating to ISB was settled in 2009
by Equities for $1,798 and as such, Pollard is required to reimburse $500 to Equities. The $500
liability was originally accrued at the time of the August 5, 2005, IPO as Pollard’s expected
share of the liability related to the ISB litigation.

18.

Sales to major customers:
For the year ended December 31, 2010, sales to one customer amounted to approximately 11
percent of consolidated sales (2009 - 12 percent).

19.

Segmented information:
Pollard’s operations consist of one reporting segment principally in the manufacturing and sale
of lottery and charitable gaming products. Geographic distribution of sales, property, plant and
equipment and goodwill are as follows:
2010
Sales:
Canada
U.S.
Other

2009

$

39,027
76,381
48,040

$

46,533
107,578
37,737

Total

$

163,448

$

191,848

Property, plant and equipment and goodwill:
Canada
U.S.

$

53,592
16,882

$

57,505
17,632

$

70,474

$

75,137

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

20.

Financial instruments:
The fair value of a financial instrument is the estimated amount that Pollard would receive or
pay to terminate the instrument agreement at the reporting date. The following methods and
assumptions were used to estimate the fair value of each type of financial instrument by
reference to various market value data and other valuation techniques as appropriate.
The fair values of accounts receivable, loan to Pollard Equities Limited, accounts payable and
accrued liabilities and dividends payable approximate their carrying values given their shortterm maturities.
The fair value of the investment in leases approximate the carrying value as the interest rates
implicit in the leases approximate rates for similar type instruments.
The fair value of the long-term debt approximates the carrying value due to the variable interest
rate of the debt.
The fair value of the other long-term liabilities approximates the carrying value based on the
expected settlement amount of these liabilities.
The fair value of foreign currency forward contracts is estimated utilizing market forward rates
of exchange.
The fair value of the interest rate swap contracts is based on the amount at which they could be
settled using current interest rates.
Certain financial instruments recorded at fair value on the balance sheet are classified using a
fair value hierarchy that reflects the significance of the inputs used in making the
measurements. The fair value hierarchy has the following levels:
Level 1 - valuation based on the quoted prices observed in active markets for identical
assets or liabilities
Level 2 - valuation techniques based on inputs that are quoted prices of similar instruments
in active markets; quoted prices for identical or similar instruments in markets that are not
active; other than quoted prices used in a valuation model that are observable for that
instrument; and inputs that are derived principally from or corroborated by observable
market data by correlation or other means
Level 3 - valuation techniques with significant unobservable market inputs

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

20.

Financial instruments (continued):
A financial instrument is classified to the lowest level of the hierarchy for which a significant
input has been considered in measuring fair value.
As at December 31, 2010, the cash recorded at fair value is classified as level one and interest
rate swap contracts recorded at fair value in the consolidated balance sheet are classified as
level two, of the fair value hierarchy.

21.

Financial risk management:
Pollard has exposure to the following risks from its use of financial instruments:
Credit risk
Liquidity risk
Currency risk
Interest rate risk
Pollard’s risk management policies are established to identify and analyze the risks, to set
appropriate risk limits and controls and to monitor risks and adherence to limits. The Audit
Committee oversees how management monitors compliance with Pollard’s risk management
policies and procedures. The Audit Committee is assisted in its oversight role by Internal Audit,
who undertakes regular reviews of risk management controls and utilizes the annual risk
assessment process as the basis for the annual internal audit plan.
Credit risk:
Credit risk is the risk of financial loss if a customer or counterparty to a financial instrument fails
to meet its financial obligations.
Credit risk on Pollard’s accounts receivable is minimized since they are mainly from
governments and their agencies and are collected in a relatively short period of time. Credit risk
on Pollard’s net investment in leases is minimized since they are dispersed among a large,
diversified group of customers. Credit risk on foreign currency and interest rate swap contracts
is minimized since the counterparties are restricted to Schedule 1 Canadian financial
institutions.
The carrying amount of accounts receivable is reduced through the use of an allowance
account and any adjustment to the allowance is recognized in the statement of income within
selling and administration expense. When a receivable balance is considered uncollectible, it is
written off against the allowance account.
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Notes to Consolidated Financial Statements (continued)
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21.

Financial risk management (continued):
The following table outlines the details of the aging of Pollard’s receivables and the related
allowance for doubtful accounts:
2010
Current
Past due for 1 to 60 days
Past due for more than 60 days.
Less: Allowance for doubtful accounts

2009

$

12,388
1,648
594
(102)

$

12,693
3,019
825
(176)

$

14,528

$

16,361

Liquidity risk:
Liquidity risk is the risk that Pollard will not be able to meet its financial obligations as they fall
due. Pollard’s approach is to ensure, as far as possible, that it will always have sufficient
liquidity to meet its liabilities when due. In addition, Pollard maintains a committed credit facility
including up to $70,000 for its Canadian operations and up to US$25,000 for its U.S.
subsidiaries. At December 31, 2010, the unused balance available for drawdown was $15,339.
The 2011 requirements for capital expenditures, working capital and distributions are expected
to be financed from cash flow provided by operating activities and unused credit facility. Pollard
enters into contractual obligations in the normal course of business operations.
Currency risk:
Pollard sells a significant portion of its products and services to customers in the United States
and to international customers where sales are denominated in U.S. dollars. In addition, a
significant portion of its cost inputs are denominated in U.S. dollars. Pollard also generates a
small amount of revenue in currencies other than the Canadian and U.S. dollar, primarily in
Euros.
Pollard utilizes a number of strategies to mitigate its exposure to currency risk. Two
manufacturing facilities are located in the U.S. and a significant amount of cost inputs for all
production facilities are denominated in U.S. dollars, offsetting a large portion of the U.S. dollar
revenue in a natural hedge. Pollard may also utilize foreign currency forward contracts to
hedge against the net U.S. dollar exposure.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

21.

Financial risk management (continued):
A 50 basis point strengthening/weakening in the foreign exchange rate between the Canadian
and U.S. dollar would decrease/increase the income before income taxes due to changes in
operating cashflow by $180 for the year ended December 31, 2010.
In addition, translation differences arise when foreign currency monetary assets and liabilities
are translated at foreign exchange rates that change over time. As at December 31, 2010, the
amount of financial liabilities denominated in U.S. dollars exceeds the amount of financial
assets denominated in U.S. dollars by approximately $14,026. A 50 basis point
weakening/strengthening in the value of the Canadian dollar relative to the U.S. dollar would
result in a decrease/increase in net income of approximately $70.
Interest rate risk:
Pollard is exposed to interest rate risk relating to its fixed and floating rate instruments.
Fluctuation in interest rates will have an effect on the valuation and repayment of these
instruments. As at December 31, 2010, Pollard had entered into an interest rate swap contract
to fix the interest rates on approximately 20 percent of the long-term debt for a period of eight
months. This interest rate swap contract allows one of Pollard’s subsidiaries to receive interest
at floating rates and pay interest at a fixed rate.
Pollard Holdings, Inc., a subsidiary, entered into one interest rate swap agreement effectively
converting variable rate debt obligations in the amount of US$14,778 with underlying current
floating rates of 0.56 percent plus applicable credit margin to a fixed rate of 2.95 percent plus
applicable credit margin from August 31, 2010 to August 31, 2011.
A 50 basis point decrease/increase in interest rates would result in an increase/decrease in
income before income taxes of $326 for the year ended December 31, 2010.

22.

Restructuring expense:
In the fourth quarter of 2010 approximately 30 salaried positions were eliminated. The
restructuring expense includes severance payments and related fringe totaling approximately
$886 with approximately $500 to be paid out in 2011.
In addition, due to changes in the local rules regulating scratch off lottery tickets, our Puerto
Rico Lottery operation was restructured to comply with the new rules. Costs incurred of
approximately $283 include the write off of existing inventory and the overhead costs incurred
during the transition to the new product line.

POLLARD BANKNOTE LIMITED
Notes to Consolidated Financial Statements (continued)
(In thousands of dollars, except for unit amounts)
Years ended December 31, 2010 and 2009

23.

Facility closing:
On November 5, 2009, Pollard announced the closing of its Kamloops production facility
effective February 28, 2010. In 2009 a facility closing reserve of $4,746 was incurred primarily
representing employee severance and related fringe costs. The cash outlays related to the
facility closing accrual will be expended, starting March 1, 2010, over a period of approximately
two years, consistent with the terms of their salary and benefit continuance based on their
individual weeks of severance.
As of December 31, 2010, Pollard had expended approximately $4,251 of the facility closing
reserve.
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As required, Pollard Banknote has hereafter presented a chart which identifies the trade
secrets or competitive information found throughout our Technical Proposal.
In compiling this chart, and as stipulated, we have followed the form described within 1.13
Freedom of Information Law (Foil).
Among other things, that section of the RFP declares that reasons must be given as to why
the information should be exempted from disclosure—which we have complied with by
providing below the specific statute exempting from public disclosure the material
referenced in the chart that follows.
Specific Statutory Exemption:
NY Public Officers Law (PBO) article six, section eighty‐seven subdivision two, clause (d),
states:
“Each agency shall, in accordance with its published rules, make available for public
inspection and copying all records, except that such agency may deny access to records or
portions thereof that are trade secrets or are submitted to an agency by a commercial
enterprise or derived from information obtained by a commercial enterprise and which if
disclosed would cause substantial injury to the competitive position of the subject
enterprise.”
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DESCRIPTION, RFP SECTION,
PAGE NUMBER(S)
Description
Process to secure the Lottery’s instant tickets
RFP Section
6. Response to Part 4 – Information Required from
Vendors
Page Number(s)
35
Description
Executive summary of Technical Proposal contents
RFP Section
Executive Summary
Page Number(s)
39‐58
Description
Pollard Performer narrative entitled Lucky Times:
New Jersey’s Core‐game Contributor
RFP Section
4.3 Experience of the Vendor’s Organization
Page Number(s)
144
Description
Client Summaries Insert
RFP Section
4.3 Experience of the Vendor’s Organization
Page Number(s)
N/A (Insert)
Description
Pollard Performer narrative entitled $3 Games:
New Jersey’s Lucky Number
RFP Section
4.4 Project Management and Staffing
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RATIONALE
The process employed to secure the
Lottery’s instant tickets constitutes a
Pollard Banknote trade secret used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This Executive Summary narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This Client Summaries Insert
constitutes Pollard Banknote trade
secrets and/or proprietary
commercial or financial information
used to further a business advantage
over competitors who do not know or
use it, and the disclosure of which
would injure Pollard Banknote in the
marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use

RFP No.: C110001
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DESCRIPTION, RFP SECTION,
PAGE NUMBER(S)
Page Number(s)
215‐216
Description
Pollard Performer narrative entitled The $20 Price
Point: A Page out of Minnesota’s Playbook
RFP Section
4.4 Project Management and Staffing
Page Number(s)
219‐220
Description
Pollard Performer narrative entitled New York Hits
the Jackpot with Powerball and Mega Millions
Instant Tickets
RFP Section
4.4 Project Management and Staffing
Page Number(s)
223
Description
The entirety of our response to 4.6 Research and
Product Development located in the accompanying,
appropriately titled binder
RFP Section
4.6 Research and Product Development
Location
See separate binder entitled Volume I – Technical
Proposal (4.6 Research and Product Development)
Description
Flowchart depicting our production process
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
321
Description
Brief production process description (Essentials

RFP No.: C110001

RATIONALE
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
The research‐ and development‐
related disclosures comprising our
response to this section constitute
Pollard Banknote trade secrets used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This flowchart constitutes Pollard
Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
This brief production process
narrative constitutes Pollard Banknote
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DESCRIPTION, RFP SECTION,
PAGE NUMBER(S)
and Benefits)
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Insert)
Description
Investment‐ and production‐associated disclosures
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
328‐337
Description
Pollard Performer narrative entitled “Loaded”
Games: Extending the Core Game Portfolio
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
344‐345
Description
Comprehensive security evaluations
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Inserts)
Description
Comprehensive audits conducted by Deloitte
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Inserts)
Description
Screenshots of quality control reports
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RATIONALE
trade secrets and/or proprietary
commercial or financial information
used to further a business advantage
over competitors who do not know or
use it, and the disclosure of which
would injure Pollard Banknote in the
marketplace.
These investment‐ and production‐
related documents constitute Pollard
Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
The two comprehensive security
evaluations offered on the ensuing
pages constitute Pollard Banknote
trade secrets used to further a
business advantage over competitors
who do not know or use it, and the
disclosure of which would injure
Pollard Banknote in the marketplace.
These three audits constitute Pollard
Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
These screenshots of selected quality
control reports constitute Pollard
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DESCRIPTION, RFP SECTION,
PAGE NUMBER(S)

RATIONALE

Page Number(s)
468‐469

Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
This document log constitutes Pollard
Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
These various documents relating to
procedures and protocols constitute
Pollard Banknote trade secrets and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
This sample document relating to data
processing software constitutes a
Pollard Banknote trade secret and/or
proprietary commercial or financial
information used to further a business
advantage over competitors who do
not know or use it, and the disclosure
of which would injure Pollard
Banknote in the marketplace.
This Pollard Performer narrative
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.

Description

This Pollard Performer narrative

RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
417‐423
Description
Sample document log
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Insert)
Description
Procedure/protocol documents
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Inserts)
Description
Sample document pertaining to data processing
software
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
N/A (Inserts)
Description
Pollard Performer narrative entitled The Western
Approach: WCLC Finds the Right Direction
RFP Section
4.7 Ticket Production and Distribution
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DESCRIPTION, RFP SECTION,
PAGE NUMBER(S)
Pollard Performer narrative entitled New York
Finds a Winner…for Life!
RFP Section
4.7 Ticket Production and Distribution
Page Number(s)
478‐479
Description
Extended production process description
RFP Section
Appendix A: Production Process
Page Number(s)
N/A (Insert)
Description
Sample Disaster Recovery Plan document
RFP Section
Appendix B: Disaster Recover Plan
Page Number(s)
N/A (Insert)
Description
Process to secure the Lottery’s instant tickets
RFP Section
Volume II – Pricing Proposal
Location
See separate binder entitled Volume II – Pricing
Proposal
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RATIONALE
constitutes a Pollard Banknote trade
secret and/or proprietary commercial
or financial information used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
This production process narrative
constitutes Pollard Banknote trade
secrets and/or proprietary
commercial or financial information
used to further a business advantage
over competitors who do not know or
use it, and the disclosure of which
would injure Pollard Banknote in the
marketplace.
This sample disaster recovery plan
constitutes Pollard Banknote trade
secrets and/or proprietary
commercial or financial information
used to further a business advantage
over competitors who do not know or
use it, and the disclosure of which
would injure Pollard Banknote in the
marketplace.
The process employed to secure the
Lottery’s instant tickets constitutes a
Pollard Banknote trade secret used to
further a business advantage over
competitors who do not know or use
it, and the disclosure of which would
injure Pollard Banknote in the
marketplace.
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Certificates and Representations…
As required, Pollard Banknote has hereafter submitted the various certification and
representations stipulated within the RFP.
For the Evaluation Committee’s convenience, a comprehensive summary of this section’s
contents is as follows:
1. Attachment 3: Document Submittal Checklist
2. Appendix B: Vendor Responsibility Questionnaire (ForProfit Business Entity)
3. Appendix C: State Consultant Services
Pollard Banknote Limited does not plan on using consultants to fulfill the
requirements of the RFP.
4. Copy of Pollard Banknote’s EEO Policy (as referenced in 2.12 Contractor
Requirements and Procedures for Equal Employment and Business
Participation Opportunities for Minority Group Members and New York State
Certified Minority/WomenOwned Businesses)
To address this requirement, we’ve included a copy of our Corporate Guideline on
Employment Equity, Form P06, Revision A.
We will also happily comply with all provisions of Appendix A, Clause 12, and the
other elements pertaining to employment equity and affirmative action outlined in
the New York Lottery’s RFP.
5. Appendix D2: Work Force Employment Staffing Plan
Please note the following:
Pollard Banknote Limited is established and headquartered in Winnipeg, Manitoba,
Canada. We happily follow all applicable federal, provincial, state, and local
legislation pertaining to employment equity and equal opportunities in all our
branches.
Pursuant to the Employment Equity Act of Canada (1995, c. 44), Section 9, paragraph
3, “Information collected by an employer [for the purposes of implementing
employment equity] is confidential and shall be used only for the purpose of
implementing the employer’s obligations under this Act.” Therefore, we are legally
obligated not to fill in Appendix D‐2 and D‐3, except as it pertains to our non‐
Canadian‐based operations.
As such, we attach an Appendix D2: Work Force Employment Staffing Plan for
our branch in Ypsilanti, Michigan, which falls under, and rigorously follows all
aspects of, United States and Michigan law.
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6. Appendix E2: Vendor/Contractor’s Minority and WomenOwned Business
Utilization Plan Form
7. Appendix F: NonCollusive Bidding Certification
8. Appendix G: Bidder/Offerer Disclosure/Certification Form
9. Appendix H: Northern Ireland Stipulation Form
10. Appendix I: Sales and Use Tax
SS‐220‐TD—Contractor Certification to Department of Treasury and Finance (copy
enclosed)
SS‐220‐CA—Contractor Certification to Covered Agency
11. Appendix K: Electronic Payment Authorization Form and Substitute Form W9
Please note the following:
As required, Pollard Banknote has forwarded the original versions of the Electronic
Payment Authorization Form and Substitute Form W‐9 directly to the New York
State Office of the State Comptroller (OSC). Copies of these two completed forms
have been included within this section of our response.
12. Proof of insurability (as referenced in 2.14 Proof of Insurability)
Regarding Form C105.2 and Form DB120.1 (as referenced in 2.13 Workers Compensation
Requirements), please note the following:
Pollard Banknote Limited is established and headquartered in Winnipeg, Manitoba, Canada.
Our operations are fully covered by the government‐run (publicly owned) Workers
Compensation Board of Manitoba and the federal Canada Pension Plan Disability Benefits
program. Our plant in Sault Ste Marie, Ontario, Canada, is similarly covered by Ontario’s
Workplace Safety and Insurance Board, and by the Canada Pension Plan Disability Benefits
program. Our production facility in Ypsilanti, Michigan, is also covered under the state
Workers’ Disability Compensation Act.
At the moment, we have no physical presence or workers in New York, and therefore cannot
send a Form C‐105.2 or a Form DB‐120.1 because neither is applicable. Naturally, we intend
to obtain prompt and complete workers’ compensation and long‐term disability coverage for
any and all New York‐based workers if awarded a contract. We will notify the New York
Lottery of coverage as soon as possible.
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POLLARD
BANKNOTE

Corporate Guideline

CORPORATE GUIDELINE: Employment Equity
EMPLOYEES COVERED: All Employees
PLANT/LOCATION: All Locations

REVISION HISTORY:
REV
REASON FOR ISSUE
A

Original Corporate Issue

EFFECTIVE DATE: 05/01/06

ISSUE DATE

ISSUED BY

05/01/06

HR Group

OBJECTIVE:
Pollard Banknote is committed to promoting positive guidelines and practices to ensure that no person
shall be denied employment, development, or benefits for reasons unrelated to ability.

CORPORATE GUIDELINE:
Pollard Banknote provides equal opportunity for all qualified applicants for employment without
regard to race, color, religion, sex, age, disability, national origin, sexual orientation and marital or
veteran status.

RELATED CORPORATE GUIDELINES: Hiring of Staff, Job Postings
FORMS:

Form P06, Rev. A

n/a

05/01/06

NORTHERN IRELAND STIPULATION

In compliance with section 165.5 of the State Finance Law, every bidder or proposer is
required to stipulate regarding activities in Northern Ireland by responding to the
following questions with regard to the bidder or proposer or any legal entity in which the
bidder or proposer holds a 10% or greater ownership interest or any individual or legal
entity that holds a 10 % interest in the bidder or proposer.
1. Does such person have business operations in Northern Ireland?
YES

NO

X

2. If the answer to question 1 is YES, will the person take lawful steps in good faith to
conduct any business operations in Northern Ireland in accordance with the MacBride
Fair Employment Principals relating to nondiscrimination in employment and freedom of
workplace opportunity regarding such operations in Northern Ireland and permit
independent monitoring of compliance with such principals?
YES

NO
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As required, Pollard Banknote has hereafter provided a listing of intellectual and licensed
property in accordance with the following two sections of the RFP: 2.22 Title to and Use of
Intellectual Property and 2.23 Licensed Intellectual Property.
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POLLARD BANKNOTE’S PROPRIETARY INNOVATIONS, PATENTS, AND
TRADEMARKS: AN AT‐A‐GLANCE OVERVIEW
Pollard Banknote’s Proprietary Innovations
POLLARD BANKNOTE’S PROPRIETARY INNOVATIONS
PROPRIETARY ITEM

Lottery Ticket Inspection System

Imager Inspection System

Flexo / Offset Registration Control Systems

Multistream Folding System

Book Separation System

Book Tracking System

Fusion ® Lamination System

Combination Press Drive Technology

612

Intellectual and Licensed Property

DESCRIPTION
Inspects each ticket using high‐speed,
camera‐based technology. During the
analysis, a series of checks are performed on
the image to determine whether there are
any visible defects within the entire surface
of the ticket.
Inspects the variably imaged data shortly
after the data is applied and performs a
series of checks including bar code
verification, data synchronization and
quality aspects of the game data.
Designed to provide enhanced registration
capability of the various printing systems
through either a closed loop or open loop
technology.
Conversion process that converts a
continuous roll of tickets into separated,
individual lifts of tickets.
Converts individual lifts of tickets into
individual books ready for further
downstream processing.
Using camera‐ and scanner‐based
technology, individual books of tickets are
tracked throughout the various finishing
processes in order to maintain 100%
accountability of every book of tickets
produced.
System designed to bring the front and back
sheets of the Pollard laminated line into sync
with each other, apply registered
adhesive, bond the two components, apply
die cuts/perforations, and finish as
required.
Press control system enabling Pollard
Banknote to combine and run various press
technologies in a single pass format.
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Pollard Banknote’s Patents
In various instances on the following chart where only a Canadian patent has been issued to
date, please be advised that Pollard Banknote is in the process of securing U.S. patents for
these innovations. Lori Denton and Dione Farmer‐Anderson, our designated marketing
representatives for the New York Lottery, would be happy to advise you of the status of
these efforts.
POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

PATENT NO.

Instant Poker Game Card

US 5,118,109

Method for the Conduct of
Lotteries

US 5,772,511

Erasable Scratch Off Lottery
Ticket

US 5,544,881

Recyclable Instant Scratch
Off Lottery Ticket with
Improved Security to Prevent
Unauthorized Detection of
Lottery Indicia
Dispensing Lottery Tickets
(E‐Z Load)

US 6,714,838
CDN 2,379,687

Pre‐Paid Phone Card

CDN 2,357,625

Break Open Lottery Ticket
(Scratch Tab)

CDN 2,359,581
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US 5,681,065

SUMMARY (DESCRIPTION)
Instant poker game in which
additional scratch‐off areas allow the
player additional “cards” in an effort
to improve the rankings of the final
hand.
A method for combining an instant
game with an online game in which the
instant game, on verification, whether
or not a winning ticket, allows for an
additional online play.
Instant game marking system in which
the marking material applied over
game data changes color from white to
grey on being rubbed by an object
such as a coin.
A non‐foil instant game with
additional security layers.
Bar‐code‐based ticket loading method
for instant ticket vending machines.
Phone card constructed of two
laminated card portions, and featuring
an authorization PIN concealed by a
scratch‐off layer on the rear surface.
Large‐size game combining break‐
open windows and scratch‐style play
areas. One of Pollard Banknote’s
Fusion ® game formats.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

Lottery Ticket
(Modified Action Pack)

Game Ticket Construction
(Pollard PlayBook)
Disposable Dispensing
Container
(Dispensing Display
Container for Lottery
Tickets)

CDN 2,421,241

U.S. 7,472,926
CDN 2,449,570
UK 2,425,986

US 7,021,493
CDN 2,424,209

Instant Bingo Game & Game
Card Thereof
(Translucent Latex Bingo)

US 5,193,815
CDN 2,066,507
UK 2,266,250
NZ 247,280

Double Sided Break Open
Game Ticket

US 5,217,258
CDN 2,066,489

Method of Dispensing Tickets
(Fan‐Folded Pouched Ticket)

Integrated Lottery Pouch
(Action Pack)

614

PATENT NO.

US 6,494,975
CDN 2,273,066
UK 0989890
US 6,234,477
CDN 2,282,768
UK 1,216,081
AU 763,343
S. Africa
2002/2420
CN ZL0081342.4

Intellectual and Licensed Property

SUMMARY (DESCRIPTION)
Modification of the Action Pack
pouched lottery product (one of
Pollard Banknote’s Fusion ® game
formats), whereby the separation of a
check‐stub style perforation opens the
product.
Product combining multiple games in a
unique booklet format, enabling
players to try a number of different
games at once. One of Pollard
Banknote’s Fusion ® game formats.
Recyclable cardboard dispenser for
specialty products.
Marking system for extended play
games allowing play symbols to
remain visible after marking and
allowing players to easily mark their
game progress.
A game ticket constructed of two
stocks laminated back to back,
featuring independent break open
games inverted from one another as a
security measure.
A means of interconnecting pouches
by perforation to allow for dispensing
from plastic counter dispensers.
A pouched lottery product formed by
the lamination of two layers of
recyclable card stock. One of Pollard
Banknote’s Fusion ® game formats.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

Combination Instant Scratch
Off / Break Open Ticket
(Double Play)

Variable Imaged Break Open
Ticket
(Pull Tab Plus)

PATENT NO.
US 6,347,794
CDN 2,282,770
UK 1216080
AU 763,416
S. Africa
2002/2422
CN ZL00813455
US 6,145,885
CDN 2,282,777
UK 1218069
AU 763,374
S. Africa
2002/2421
CN ZL00813441.3

Floating Wedge Ticket
Dispensing Machine
(Apparatus & Method for
Dispensing Tickets)

US 6,712,253
CDN 2,384,117

Lottery Ticket with Foil
Scratch‐Off Layer; Lottery
Ticket with Metalized Scratch
Off Layer (Scratch FX ® )

CDN 2,471,024
US 7,455,323
UK Pending
AU Pending

Lottery Ticket Game

CDN 2,451,788

Apparatus for Enhanced
Prize Gaming Ticket

CDN 2,486,778

Apparatus for Vending
Lottery Tickets

US 7,383,099
CDN 2,522,369

Lottery Ticket with Printing
on an Embossed Foil Layer
(RefleXions)

CDN 2,537,196
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SUMMARY (DESCRIPTION)
A combination instant scratch‐
off/break open ticket with a scratch‐
off game on one side and a break open
game on the other side of the same
ticket. One of Pollard Banknote’s
Fusion ® game formats.
A break open game, which, unlike
traditional break open games, includes
variable imaged data and a bar code
for validation and administrative
purposes. One of Pollard Banknote’s
Fusion ® game formats.
Mechanism which bursts tickets along
the ticket perforation line. Works with
a wide variety of perforation styles,
including those designed for over‐the‐
counter sales and manual dispensers.
Ticket printed on a stock which has
undergone a process whereby the
stock takes on a metallic or foil
appearance.
A unique game play format modeled
on a calendar.
A method for enhancing a prize
awarded to a player of one or more
games on a single ticket.
Graphic information is provided on a
video display screen controlled by a
unit within the housing arranged to
effect the dispensing of the selected
tickets and to display graphic
information relating to a ticket.
The ticket is modified by printing the
game area onto a substrate which is
formed by a card stock which carries
an embossed foil so that the printing
covers the ribs and grooves of the
embossed foil.

Intellectual and Licensed Property
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

616

PATENT NO.

Lottery Ticket
(Battery Powered Ticket)

US 7,377,512
CDN 2,452,300

Product Packaging having a
Remnant Value

US 7,070,054

Erasable Scratch Off Lottery
Ticket
(Coin Rub Bingo)

US 5.544.881

Intellectual and Licensed Property

SUMMARY (DESCRIPTION)
A battery is printed on the substrate
together with printed conductive
paths. A powered element (lights,
sound, or a changeable ink) is present
on the substrate. A switch, responsive
to an action on the substrate by the
player, triggers the desired result.
Packaging material is formed from two
substrate sheets connected together
along side edges to form a coextensive
laminate defining a center portion and
two side strip portions where the
center portion has a width arranged to
form the bottom wall and the two side
strip portions each have a width
arranged to form a respective one of
the upstanding side walls.
An alternate marking system for
extended play games. The player uses
the edge of any coin to mark any
matched numbers. If a number is
mismarked, the player simply rubs a
finger over that mismarked number
until the darkened area disappears.
The unique surface allows matched
numbers to be marked darker or
lighter, to suit the player’s preference,
by applying more or less pressure to
the coin. The surface also allows
numbers to be marked with either a
pencil or pen.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

PATENT NO.

Lottery Ticket with Play
Action Game (Sudoku play
formats)

US 7,681,884

Printing of Lottery Tickets
(Multi‐color Variable Imaging
of Overprint)

US Pending
CDN Pending
AU Pending
UK Pending
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SUMMARY (DESCRIPTION)
A lottery ticket with a matrix of nine
rows and nine columns (81 locations),
some of which are pre‐marked with
numbers from 1 to 9 and arranged
such that the player can select and
enter the numbers in open locations to
provide an arrangement of the
numbers in which the marked
locations and the open locations
contain a number selected from the
numbers 1 to 9 where all columns and
all rows have the nine locations
thereof each containing one of the
numbers 1 to 9 (with each number
appearing only once). Prizes are
awarded—according to a set of rules
relating to the lottery ticket—
depending on the appearance of at
least one of the numbers in at least
one of the locations (or depending on
the total number of correct rows or
columns or other matrix shape of nine
locations.

Subsequent overprint of variable
imaged graphics.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

618

PATENT NO.

Lottery Ticket with Taggant
Detection of Scratch‐off

US Pending
CDN Pending

Lottery Ticket with a
Registered Holographic Layer

US Pending
CDN Pending

Intellectual and Licensed Property

SUMMARY (DESCRIPTION)
A lottery ticket has a covering scratch‐
off coating applied over at least part of
a game area, including game data
applied over an ink layer including a
lily pad. A detectable taggant additive
material is admixed in an ink of the ink
layer having the characteristic of being
detectable by a detection scanner
when applied over the substrate
where the covering scratch‐off coating
masks the ability of the detection
scanner to detect the detectable
taggant additive material through the
covering scratch‐off coating. The
scanning of the game area is used to
detect areas where the scratch is
removed in order to confirm that the
game has been played or to detect
patterns of removal in a probability
type game.
A lottery ticket having a substrate
layer with game data printed in a game
area and an opaque scratch‐off layer
applied over game area is modified by
the addition of an patterned
holographic metalized layer applied
over the substrate which has different
patterns for a series of the tickets and
which is arranged to have an
appearance associated with game
information printed over the
metalized. The printing is carried out
by optically analyzing the patterns and
longitudinally registering the material
printed onto the metalized with the
pattern in the metalized.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

PATENT NO.

Lottery Ticket with a Multi‐
color Imaged Game Area

US Pending
CDN Pending

Lottery Ticket Game with a
Related Website

US Pending
CDN Pending
UK Pending
AU Pending
CN Pending
IN Pending
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SUMMARY (DESCRIPTION)
A lottery ticket having a substrate
layer with game data elements printed
in a game area and an opaque scratch‐
off layer applied over game area is
modified by game data elements being
formed with a four color design. Each
game data element can be formed by a
game symbol with the design
surrounding the game symbol where
the design contains graphics which are
associated by a theme with the game
symbol. Alternatively each game data
element can be formed by a game
symbol where the design is a
background scene on which the game
symbol is printed or each game data
element can be formed by a game
symbol as an integral part of the
design
Lottery ticket games are enhanced by
providing a web site related to the
lottery game and by causing a
purchaser or potential purchaser of a
lottery ticket to take an image of a bar
code related to the lottery game using
a camera module of a personal
communication device such as a cell
phone for communication with the
web site. Thus the bar code is analyzed
to determine the web site and further
data from the web site is
communicated to the cell phone. The
data may relate to the winning or
losing status of the particular ticket,
may include data for additional games
or may be of a promotional nature.
The data can also be provided on other
material and may act as an incentive to
the retailer rather than the purchaser.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

620

PATENT NO.

Laminated Lottery Ticket
Construction

US Pending
CDN Pending
UK Pending
AU Pending
CN Pending
IN Pending

Method of Printing a Lottery
Ticket with a Scratch‐off
Layer Defining a Multi‐color
Pattern

US Pending
CDN Pending

Intellectual and Licensed Property

SUMMARY (DESCRIPTION)
A lottery ticket construction that uses
the technique of variable image
printing in combination with
lamination of two substrate sheets to
form a novel unique construction
attractive to the purchasing public.
A lottery ticket has game data printed
on a substrate in a game data area
either directly onto the substrate or
onto a covering layer where the game
data area is firstly covered by a
scratch‐off layer which contains a
white pigment following which the
scratch‐off layer is covered by a
plurality of layers of ink each of which
contains pigment defining different
colors for the different layers and
which are different from the white
pigment of the scratch‐off layer so as
to form a four color pattern. The
scratch‐off layer and the inks are
sufficiently transparent to view the
game data therethrough so that the
removal of the scratch‐off layer and
the inks act to mark the game data by
showing it in a different color from the
original view through the layers.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

PATENT NO.

Lottery Ticket with
Holographic Appearance

US Pending
CDN Pending

Game Ticket

US Pending
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SUMMARY (DESCRIPTION)
A lottery ticket is formed by a
substrate layer with game data printed
in a game area with a fixing layer
applied over the game data and a
scratch‐off layer applied over the
sealing layer, the scratch‐off layer
being arranged to separate from the
sealing layer and break down into
fragments with scratched by a player.
A UV curable varnish is printed onto
the opaque scratch‐off layer either as
a single block or as separate patterns.
While the varnish remains uncured, an
exposed surface of the varnish is
contacted and nipped with a surface of
a film which has the surface thereof
embossed to form a pattern and with
the film in contact with the varnish,
the varnish is cured by UV light
through the film so as to apply the
pattern of the film into the surface of
the varnish to provide a holographic
appearance.
A lottery ticket is formed by a
substrate sheet material on which is
printed game and other indicia with
some or all of the game indicia being
covered by a scratch‐off material
removable by the player. A ticket
viewing device in the form of a flat
panel defining glasses is contained in a
pocket formed on one side of the sheet
by an attached transparent plastic
layer. The glasses are used by the
player for viewing the ticket with at
least some of the indicia being printed
in a manner which cooperates with the
ticket viewing device so that the
indicia are visible to the player in a
three dimensional format.
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT

Printing of Lottery Tickets

US Pending

Lottery Game Apparatus
Including the Accumulation
of Player Points

US Pending

Game Apparatus for
Combined Play Including a
First Play and Web Site Play

US Pending

Game Apparatus for
Enhanced Play Including Web
Site Play

US Pending

Non‐Contact Validation of
Lottery Tickets
Game Ticket Construction
with Wraparound Play Action
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PATENT NO.

US Pending
US Pending

Intellectual and Licensed Property

SUMMARY (DESCRIPTION)
In a row of lottery tickets each ticket
has variable image printing game data
printed onto a base layer on a
substrate and a series of covering
layers including at least one sealing
layer and at least on scratch‐off layer.
Simultaneously game information is
printed as a multi‐color digital image
for each ticket using a variable image
printing system. The game
information graphics can indicate
different values for different ones of
the tickets. The tickets in the row can
be of different series for sale to
different retailers. The printing
system automatically correlates the
game data and game information to
ensure no registration errors thus
allowing much improved variability
and allowing the game to take into
account both game data and game
information in determining a winning
ticket.
Lottery game apparatus which
provides to the player the opportunity
for the accumulation of player points
for purposes of enhancing the player
experience.
Lottery game apparatus where the
first game is played on a series of
instant win lottery tickets but can also
be applied to other gaming situations
on a web site type game.
Lottery game apparatus which
provides a lottery ticket game which is
enhanced by entry by the player on to
a web site type game to complete the
game.
Apparatus for the validation of lottery
tickets.
Ticket assembly which provides an
enhanced play action for the player
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POLLARD BANKNOTE’S ACTIVE PATENTS
TITLE OF PATENT
Game Ticket Construction
with Folding Action
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PATENT NO.
US Pending

SUMMARY (DESCRIPTION)
Ticket assembly which provides an
enhanced play action for the player
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Pollard Banknote’s Trademarks
POLLARD BANKNOTE’S TRADEMARKS
TRADEMARK

APPLICATION /
REGISTRATION NO.

Action Pack

USA
Canada
AU
NZ
Ireland

2,769,689
589,835
863,032
630,571
Irish TM # 220952

Calendar Cash

Canada

645,269

Double Play

USA

2,710,019

Pull Tab Plus

USA

2,673,176

Win for Life

USA

1,377,432

Winner Wonderland

USA

1,377,435

Fusion

USA
Canada

3325295
TMA643,230

Pollard PlayBook

USA
Canada

3,325,296
TMA687,732

Roll 6 Poker

USA

3,174,504

Single Double Triple Play
Bingo

USA

3,405,889

Blackjack Multiplier

USA
Canada

78/959,813
767,305

Hot Slots Multiplier

USA

3,677,972

Hugs & Kisses

USA

3.544.746

USA
Canada
USA
Canada
USA
Canada

3,677,282
752,039

Scratch FX
PlayOn
Play 3D
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COUNTRY
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Pending
Pending
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