Massachusetts State Lottery Commission
Compensation Committee
Third Meeting
June 26, 2012

Minutes

In Attendance:

Treasurer Grossman; Paul Sternburg; Commissioner Beth Boland; Commissioner Tim
McMahon; Martin Benison, Comptroller; Secretary Mary Beth Heffernan, Executive
Office of Public Safety; Al Gordon (Treasurer’s Office); Jon Carlisle (Treasurer’s
Office); Cathy Judd-Stein (MSLC)

Robert Frasca

I. Opening and Adoption of Minutes:

Treasurer Grossman called the meeting to order at 10:04 a.m. He asked if there

was a motion to accept the minutes from the last meeting of the Compensation
Committee on May 29, 2012. Commissioner Boland moved to accept the minutes and
Secretary Heffernan seconded that motion. There was no discussion. The minutes were
approved: 5-0.

I1. Compensation Committee Charter:

The Treasurer turned next to the revised draft charter which he indicated reflected
a few minor changes that emerged from what he found to be a very thoughtful
discussion at the last meeting, particularly with regard to the oversight and
qualification of any additional members that may be eventually added to the
Committee. The Treasurer commended Commissioner Boland and Ms. Judd-Stein
for working to make a charter that works well for all parties. Commissioner
Boland reported that the changes were primarily in Parts B.1, B.2 and B.3. She
explained that the Chair can tap additional members and the Commission will
ensure that they are qualified and independent. Such members are subject to
Commission approval and must disclose conflicts of interest, including filings
made pursuant to M.G.L. c. 268A. She also explained that the charter covers
Paul’s compensation which is not complicated, given the absence of such factors
as stock options, etc. She also praised Jamey Tesler (General Counsel, Treasurer’s
Office) and Cathy Judd-Stein on the expertise they brought to the table. Treasurer
Grossman thanked Commissioner Boland for her comments and said her
appointment to the Commission by the Governor was due to her extensive
expertise in governance matters. He reminded the Commission that if the Lottery
were a privately owned corporation it would be ranked the 8™ most profitable in
the Commonwealth. The corporation immediately ranked below the Lottery
would be Staples. He added that Staples employs 80,000 people while the Lottery
employs about 400. Treasurer Grossman next explained that the FY12 results
will be a win, win, win. The Lottery has paid $17 million more in commissions,
with $170 million more in prize payouts. Profits for FY12 have reached a



significant record level. With all that said, however, we seek to follow best
managerial practices and governance. We want to focus on that.

e A motion was made and seconded to adopt the Compensation Committee Charter
—as revised — and it was approved unanimously: 5-0.

11. Executive Director’s Report on Executive Management

e (Cathy Judd-Stein excused herself and exited the meeting.) Treasurer Grossman
addressed Executive Director Sternburg and his role and responsibilities. Going
forward, the Director hires and sets compensation for his management staff,
following the charter’s procedures.

e Director Sternburg reported that all senior staff employee evaluations have been
completed. He now needs to meet with each of those employees to review and
discuss the evaluations. He expects that this should begin some time next week.

e Treasurer Grossman asked that Director Sternburg set a time table and create a
process for conducting the evaluations. He asked that such process be presented
to the Committee for evaluation. The Treasurer recommended that this should be
done ninety (90) days in advance of the next evaluations. Treasurer Grossman
explained that evaluation of the process by the Committee will assist Director
Sternburg in making more effective managerial decisions, as he will benefit from
the advice of the Committee members.

e Director Sternburg thanked the Treasurer and the Compensation Committee and
said he appreciated their input very much since he has been unable to share this
information with his staff.

I11. Adjournment

Comptroller Benison made a motion to adjourn, which was seconded by
Commissioner Boland. The motion was approved 5-0 at 10:15 a.m.



