TEXAS LOTTERY COMMISSION '
Scratch Ticket Game Closing Analysis

SUMMARY REPORT
Instant Ticket Information Date Completed 2/28/2018
Game # I 1856] Confirmed Packs ’l l 3,692 |
Game Name | Houston Texans| Active Packs [ 1,737 |
Quantity Printed | 5,522,550 | Warehouse Packs L 27,578 |
Price Point [ $5] Returned Packs | 346 |
Start Date ( 8/21/2017]  Printed Payout Percentage [ 68.00%|
Top Prize [$ 100,000 | Percent Sold | 51.91%]|
Number of Top Prizes Remaining | 2|  Number of Weeks Out [ 27|

Current Game Sales Analysis

TANGIBLE COSTS

Expenditure Impact:

Cost to print tickets $ 234,795 Actual ticket production costs

Licensing Fee $ 293,750 .

Non-cash Prize Allocation $ 1,436,417

Prize payout expense 3 8,454,825 Data from Instant Ticket Tier Liability screen in ES
Estimated Direct Costs $ 10,419,787 !

it

TANGIBLE BENEFITS

Revenue impact:
Estimated sales 3 14,333,779 Based on # of tkts printed, times % sold from DaVinci report,
times the price pdint

Total Estimated Benefits $ 14,333,779

"

Excess of Revenue over Expended $ 3,913,992 ]

INTANGIBLE POSITIVE BENEFITS:

--Allows for open bin space for new games at same price point with higher average weekly sales.
—-Allows retailers to return inventory to TLC that is not selling thus releasing their'financial burden

INTANGIBLE NEGATIVE BENEFITS:

--There are still valuable prizes remaining in this game. !

Assumptions: !

--Estimated sales revenue is calculated based on the number of tickets printed times the percent sold from the DaVinci
report. The percent sold amount is based on pack settlements. Some partial packs could be returned thus slightly
reducing the sales revenue amount reported above. 1

Weekly Sales Comparison |nforn'gation

Previous 3 Weeks Sales from DaVinci

Most recent week sales $ 194,045
Next week $ 247,390
Next week $ 294,045

FE A T - TP DU TN AT i M PN N W P I AT T SO LA PO
Avg Weekly Sales Current Game $ 245,160
Avg Weekly Sales $5; 5M-9.99M Qty $ 1,872,956
Percentage Of Variance In Sales ' 87%
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Instant Ticket Information

Game #
Game Name

Percent Sold

Recommendation

D Based on the findings in this Summary Report, | am recommending closing the above game.

Il | am recommending closing the above game based on the below business reason(s):
This Houston Texans game needs to be pre-called in March to permit the game to be closed and the final drawing

TEXAS LOTTERY COMMISSION
Scratch Ticket Game Closing Analysis
RECOMMENDATION AND APPROVALS

1

1856]  Printed Payout Percentage

| Houston Texans|  Actual Payout Percentage

L

51.91%]

Number of Weeks Out
Average # of Weeks for 85% Sell-through for Same Price Point Game With Similar Print Run.

[ 68.00%]
[ 69.01%]|
I 27|
l 19|

conducted prior to the launch of the next Houston Texans game tentatively scheduled to launch in August 2018, as well

as to ensure the winners of season ticket prizes from the final drawing will receive tickets to the next season.

R el 2/ax)5

Instant Product Coordinator

Date

WM/\/‘ 2/7)¢

Prod}Jctst Manager

By signing below, | agree with the recommendation of the Products Department Staff to close the above game.

Date’ ‘

P

Lottery Operations Division Director  Date
o Q/;/W z/l1g
Controller Date

ﬁﬁw% s

Executlve

rector

Date
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END OF PRODUCTION PRIZE STRUCTURE
Julv 25,2017 - (POOLS #1-53 COMPLETE)

Prize Structure
TEXAS LOTTERY
GAME NO,1856 "HOUSTON TEXANS*
Aprlt 20, 2017 - VERSION A
Instant Payout Total Pryois
Order Quantity: §,822.850 Pack Slza! 5 Poul Size; 120,000 Winners: 1384385 PrizeFund:  $17,340p25.00 $18.777.341.65
Price Point: $5.00 Packs/Game: 73,634 Numbaer of Pools: 48.02 Non-winners: 4,138,185 Payout: fz.lﬂ'l- 80.00%
Revenue:  $27,812.750.00 Packs/Pool: 1,600 Overall Odds:  3.9892
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7 ’ T AL 8.1 ”9"“‘””’9"@‘ YR
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*Exact Quantity by Kind Level

Total number of winners reflects only what Is included in the Instant-Win portion of the gama.
Second-chance wins are not included In win totats,
There will be no more than twenty-one {21) winners per pl:k

GOALPOST = win S TIMES the prize for that symbol

ORIGINAL ORDER

SHIPMENT # 1-2
COMPLETE
POOLS # 153

5522550

625892
221007
276151

36795
36816
36753
36839

9236
9234
22918,
9197

6939
6874
13150
13118|
6891

2063
2071
2080
3440
3437
2060

233
455
464
233
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TEXAS LOTTERY COMMISSION

PURCHASE ORDER
- INVOICE TO- 7, Mlemsendcondlionssot SHOW THIS NUMBER ON ALL INVOICES,
- —_— ! bocome o part of this ordor ' PACKAGES AND CORRESPONDENCE
1 Vend I - - - - —— e
Aast TX 76761-6630 s 1| ORDER NUMBER.  362-17-0447 |

this ordor will moet or exceed e s O |

Sspocifications specified in the

- bid invitation. ORDER DATE 6/8/2017

PHONE NUM_BER. (512) 344-5000 B
- TTVENDOR T oPee s {1 DELIVERY DESTINATION ~~ !
17605771:1-47001_. - T , Contract Number f PO Box 16630 i
HOUSTON NFLHOLDINGS LP | 2016-0024 ! Austin TX 78761-6630 !
ATTN ACCOUNTING - USA
NRG STADIUM
2 NRG PARK ] - Prepay all charges .
HOUSTON-TX 77054-1573 - - e —
JTEMT T T TTDESCRIPTION "] 6L7] DEPT | EREQ | UNIT | QTy L‘ PRICE [‘ EXTENSION |
1 |PROPRIETARY PURCHASE 1856 Houston Texans - , 7208 17-000 lRQ17-0505 EACH * 1192000 00 $1 (Wi $1 192 000 00
erchandise Allocation - Merchandise and L ! |
xperiential Prizes which will contain a pre-determined: i ; ;
umber of individual prizes to be awarded through ! I i t ;
isecond-chance drawings. ‘ l
2 1856 Houston Texans - Licensing Fee Allocation for l 7210 17-603 lRQ17-0505 EACH , 283750 00 ( $1 00 $293,750 00
‘this Game will be $293,750.00 _ _ oL 1 o i
Texas Lotiery Act Section 466 105 TOTAL AMOUNT $1,485,750.00

INVOICING. Vendgr must submil the following information on the invoice in ordor 1o roceive payment: Vondor Name and Addrass, Vendor Contac! Name and Phone Number, Vendor Identification Number (VIN),

and/or Texas Identilication Numbor (TIN), Purc!\ase Ordm: Number, Doscription of ltems Purchased, Description of Sorvice and Dales of Service Unit Number and Unit Price Corresponding to Original Order,

':c;lda;r()tgga;‘ Amo;ml. Tha l‘l’elaai:s Lottery Commission requires 10 working days from the date of dafivoty to venfy tho quantity and conditian of each product delivered befare declaring that the product is received
ompt paymen , -

The State of Texas is exempt from all Fodoral Excise Taxas. TEXAS LOTTERY CO S10 chasing Soction
STATE AND CITY SALES TAX EXEMPTION CERTIFICATE. Tho undorsignod claims and oxomption from taxos undor - % g

TEX REV. CIV. STATS Chapter 20, Title 122A, for purchase of the tangible porsona! property describod in this ordor, M i ]W

gu'cha:e_:rd rom 1he contractor andfor shipper listed abovo, as this property is being securad for the exclusive use of the
1ate of Texas,



ADDENDUM NUMBER 1
TO
TRADEMARK LICENSE AND PROMOTIONAL AGREEMENT
BETWEEN LICENSOR AND SPONSOR
CONTRACT YEARJULY 1,2017 - JUNE 3(;, 2018

2017-2018 NFL SEASON This ADDENDUM NO. 1 TO TRADEMARK LICENSE AND
PROMOTIONAL AGREEMENT BETWEEN LICENSOR AND SPONSOR is attached to and
fully incorporated into that certain TRADEMARK LICENSE AND PROMOTIONAL
AGREEMENT, effective as of the last date shown to the signature lines therein, by and between
Houston NFL Holdings, L.P., d/b/a Houston Texans, and the Tex:}s Lottery Commission (the
“Agreement”).

1. FEES AND CONSIDERATION

In consideration of being granted the right to use the Team’s Trademarks during the Term,
SPONSOR shall allocate funds not to exceed two hundred ninety-three thousand seven hundred
fifty dollars ($293,750) for Licensing Fees and one million one hundred ninety-two thousand
dollars ($1,192,000) in Merchandise and Experiential Allocation payments for the following:

a. Payment to LICENSOR of a royalty based upon the actual Sales of the Game (as defined
in section 1.3 of the Agreement) that occur up to and including the date of the NFL Super Bowl
game, as follows: )

Licensing Fee Sales Allocation
(Based on actual ticket sales — invoiced monthly)

Sell Through Licensing Price per Actual Sales Licensing
Range* Percentage Ticket Fee

Up to 4 million tickets 1.00 $5 $20,000,000 $200,000
4,000,001 to 5.5 million 1.25 $5 $7,500,000 $93,750

Total Licensing Fee Allocation:  $293,750

* License percentage fees apply directly to the relevant sales tier and are not retroactive to
lower sales levels. ‘:

SPONSOR (with the assistance of PRINTER) agrees to print with the intent to distribute and sell
approximately five million five hundred thousand (5,500,000) Texas Lottery scratch tickets
bearing the Team’s Trademarks and that the scratch tickets shall be sold at retail for a price of
$5.00 per ticket.



For example: If the initial sales period indicated sales of 4,250,000 tickets, the invoiced amount
would be calculated as: .

) 4,000,000 tickets sold at $5 = $20,000,000 multiplied by 1.00% licensing fee percentage =
$200,000

. 250,000 tickets sold at $5 = $1,250,000 multiplied by 1.25% licensing fee percentage =
$15,625

. The total Licensing Fee invoice would be for two hundred fifteen thousand six hundred
twenty-five dollars ($215,625)

Licensing Fees shall not be paid on any Sales that occur after the date of the current season NFL
Super Bowl game.

b. Payment to LICENSOR for merchandise and experiential ptizes that will contain a pre-
determined number of individual prizes to be awarded through promotional second-chance
drawings conducted by SPONSOR and fulfilled by LICENSOR. The total allocation of the
merchandise and experiential prizes will be one million one hundreci ninety-two thousand dollars
(51,192,000). Payment amounts are determined based upon the prize being fulfilled and are
detailed as follows: i

i.Private Plane Away Game Trip — Owner for a Day, five (5) allocated and valued at forty-

nine thousand nine hundred fifty dollars ($49,950) each.

ii.Suite and On-Field Contest Experience, five (5) allocated and valued at forty-nine thousand
five hundred fifty dollars ($49,550) each.

iii.Texans Season Tickets Package for Two (2) Years, forty (40) allocated and valued at five
thousand nine hundred dollars ($5,900) each.

iv.Limited Edition Wall Plaque, one thousand three hundred ten (1,310) allocated and valued
at three hundred fifty dollars ($350) each.

c. SPONSOR shall pay for all of the print costs incurred to prigllt/produce the Game.

d. SPONSOR shall provide two thousand one hundred seventy-five (2,175) scratch tickets
for the following promotions: '

i.One hundred fifty (150) — Training Camp Promotion/Social Media
ii.One hundred fifty (150) — Call to Action Promotion
iti.One hundred fifty (150) — Radio Blitz (areas outside of Houston)
iv.Five hundred (500) — Dear Drew Facebook & Texans TV feature
v.One thousand two hundred twenty-five (1,225) — in-game fan promotion during all home
games

LICENSOR is responsible for picking up the scratch tickets from the local Texas Lottery Claim
Center and securing the scratch tickets in a safe place until tickets are needed for each promotion.
LICENSOR is responsible for distributing the scratch tickets for ea¢h promotion to recipients who
are eighteen (18) years of age or older. LICENSOR shall ensute that selected scratch ticket
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No.

08/09/17
Game Name
Houston Texans

Game No
‘1856

Inv No. Vendor HF.O PO#
1036390:2 SGI  362-17-9619-RLG31

Description/Tickets Delivered Qty

. 5,522,550

Delivered 5,522,550

Ordered X . 5,520,000

2% under 5,409,600

2% over 5,630,400
Accetable

Range 0

Units per 1000

5,522.55

Unit Price
$3735

Sub Total
Foil Inserts
Total

Amount
$205,714.99
$205,714.99

$205,714.99
$29,079 90
$234,794.89



Scratch Ticket Game Analysis
8/30/15-8/26/17

Average Number of Weeks for 85% Average Sell Through

None None
5M-9.99M Week 14 Week 21 Week 17 Week 19
10M-14.99M Week 20 None None Week 13* 4M None None None None
15M-19.98M None Week 21* None Week 34 5M Week 20 Week 43* None None
20M-24.99M 1. None. _Week 44 Week 33 Week 59 6M Week 16* None None None
25M-29.99M | Week 33* | Week 38 None None ™ “Nong ~None ~None-- None
30M-34.99M None None None Week 39* 8M None Week 35* None None
>35M None Week 57* Week 48* None >OM Week 27 Week 51* None None
Average Weekly Dollar Sales at 85% Average Sell Through
Qua e ; 5 5 $ 7 p $10 0 $30 550
< 5M None None None None 2M None None None None
5M-9.99M $553,916 $676,611 | $1,048,153 | $1,872,956 M None None None None
10M-14.99M $510,306 None None $4,200,786 4M None None None None
15M-19.99M None $1,273,552 None $2,144,435 5M $2,379,881 | $2,329,740 None None
20M-24.99M None $899,634 | $1,654,317 | $1,612,912 6M $3,257,867 None None None
25M-29.99M $665,806 | $1,254,186 None None 7™M None None None None
30M-34.99M None None None $3,329,657 8M None $3,985,513 None None
>35M None $1,050,513 | $1,875,795 None >9M $3,697,569 | $3,423,888 None None

None = no games at this level with 85% sell through
* only one game at this level with 85% sell through

Excludes Promotional Tickets

Unaudited - For Internal Use Only




