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WHY SCIENTIFIC GAMES FOR TEXAS

EXPERIENCE

e Scientific Games” approach to sales and marketing differentiates us from the other vendors in our
industry.

We are the most experienced Fulline lottery services company in the industry, known to over 400 customers across six
continents for our advances in fechnology, our product innovation, and our game development. Not only does Scientific
Games have an online library with eight different classifications of gaming, our experience in the development, prinfing
and marketing of instant games is unparalleled in the indusiry. No other vendor can offer the depth or breadth of
instont game knowledge and experience that Scientific Games can offer. And while Scientific Games currently provides
instant fickes to the Texas Lottery, we are excited about the possibility of playing a more strategic role in this imporfant
part of your business as your Services partner for Lottery Sales.

* Scentific Games’ proposed dedicated Sales and Marketing leadership staff has
outstanding qualifications.

o T1( Deputy Director Sales and Marketing — Anthony Molica
o 25 year lottery career with a distinguished sales performance record
® Key prior experience: California Lottery Executive Director, Washington Lottery Executive
Director

® TL( Marketing Director — Christian Ross
® |7 year lotiery veteran focused on game development

® Key prior experience: expertise in monitor games. Former GTECH employee.

® TL( Business Development Manager — Burbank Herndon
© 5year loftery veteran with expertise in product innovation

® Key prior experience: NASPL Corporate Account Subcommitiee; Compris Technologies, Inc.
(Division of NCR) '

® TL( Sales Director — Kelly Douglas
® 11 year lottery veteran with expertise field sales management.

® Key prior experience: Florida Lottery, Missouri Lottery. Former GTECH employee.

The remaining proposed dedicated Sales and Marketing feam has, on average, nearly 13 years lottery experience per
contributor. This team is strong and focused on delivering improved performance for the Texas Lottery.

e Scentific Games’ proposed non-dedicated Sales and Marketing leaders are key performers in the
industry.
o Jim Kennedy, Senior Vice President Sales and Global Marketing
© 25 year lottery career in all aspects of lottery business including lottery game design, marketing, research,
and product development.

bl e d
\
» ® Key prior experience: Recipient of the NASPL Powers Award.

Jennifer Welshogs, o Jennifer Welshons, Vice President Global Marketing
® 10 year lottery career with experfise in consumer research, analysis, marketing, and project management.

® Key prior experience: Participated in 1,000 research studies.




WHY SCIENTIFIC GAMES FOR TEXAS

o Jeff Sinacori, Vice President Retail Development
v e 23 year lottery career with expertise in retail execution and sales performance

® Key prior experience: Top performing refailer in New York State.

® Pam Lee, Senior Regional Sales Director
o 15 year lotiery career in all aspecis of sirafegic planning, game design, and prize structure development.

e Key prior experience: 5 years working with the Texas Lottery. NASPL Powers Award.

o |leslie Badger, Senior Director Product Marketing
e 11 year lottery career with broad expertise in strategic markefing planning, game development, market
research, and data analysis.
® Key prior experience: Digital content management expert.

These team leaders, with an average of nearly 17 years of lottery experience, are key drivers of improved sales and
marketing performance amongst our parinerships across the globe.

[ ¥ =
| < deff Sinocor
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WHY SCIENTIFIC GAMES FOR TEXAS

BENEFITS

e Scientific Games lottery customers have grown an impressive 9.3% in online games sales versus
5.1% for the rest of the industry during the past seven years (FY 2002-09).

What could a 4.2% increase in on-line sales mean for Texas?

Scientific Games is extremely confident in the technology we have developed to
support our customers and stand behind it 100%, it was not our technology alone

that achieved this level of impressive growth - it was our online product development,
marketing experience, and retail execufion programs. We are proud of the fact that
even those lotteries that do not ufilize our online game systems and services have
approached us for our online game content. Games such as Palmetfo Cash 5 and Mega
Match 6 (South Carolina), 3-Line Lotto (Kentucky), Bucko! (Atlantic Lotteries Canada),
and our newest category of games, Linked Games, which include both instant games
(Deal or No Deal™ and Price is Right®), online games (New Millionaire’s Club) and
games that are a combination instant/online (Wheel of Forfune®).

In addition, induded in our base price offering, will be access to exclusive Scientific Games’ terminal games —
Screenplay and Boodle.
(

Our demonstrated innovation in online games development, combined with our impressive sales performance over
previous seven years is strong evidence Scientific Games has the experience to be the preferred partner for online sales
growth.

e Scientific Games understands how important Corporate /Chain/Key account retailers are to the Texas
Lottery’s success in the marketplace.

Scientific Games will provide the Texas Lottery with recommendations for minimum sales levels for this segment of
your retailers and develop a program to administer these minimum sales and performance levels. To facilitate and
implement this improvement program, we will provide a Corporate Accounts Division and hire five full-time employees
dedicated to strategically servicing these important clients. It will be this division’s sole responsibility to provide
marketing and sales support fo these accounts including, but not limited to:

* Marketing and Promotions — One of the primary responsibilities of this division will be to develop mutually
beneficial marketing programs and point of sale agreements with the management of these types of locations. It
will be their job to communicate the benefits of selling lottery products and the best practices of lottery markefing
and merchandising to Corporate management o achieve maximum sales.

® Training — Many chains have their own training facilities or prefer a “train the trainer” approach. The diverse
geographic locations can also affect the training process. Our Corporate Accounts Division will be prepared to
support any and all of these unigue training needs.

e Communications — We will take advantage of exisfing infrastructure by creating customized communication
pieces. A monthly electronic newsletter, for example, would highlight upcoming promotions, explain new games,
provide sales and marketing fips, describe any new adminisirative processes and any other relevant
announcements will be created and distributed.

 Analyses and Reports — Most of these types of accounts have their own, unique reporting processes and
infrastructure. This division will work with each account to ensure they are receiving information they need to
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have an accurate picture of their own lottery sales performance. We will also work with the Texas Lottery to ensure
that these accounts can access and download various reports from your web site.

® Scientific Games is the industry leader in lottery market research.

RISK MITIGATION

DOCUMENT REDACTED BY TLC - 12-5-10

Scientific Games has conducted more than 1,000 research studies in the last 10 years. We have the most comprehensive
database of secondary lottery information in the world and have parinered with some of the top primary market
research providers. We pioneered the development of industry-wide compilation of data with our Stafe-of-the-State
Analysis which provides insight into current game strategies among the top 16 U.S. lotieries. No other vendor can offer
this depth of institutional knowledge of market research. This reservoir of knowledge helps us decipher best pracices
for lotteries and new forms of gaming and greatly enhances a parinership between the Texas Lottery and Scientific
Games.

Scientific Games’ Culture

Scientific Games is a marketing company that uses technology to help
lotteries connect with their players. Scientific Games is a not a transaction
processing company and not an infrastructure company. We remain
focused on the activities af retail and inferaction with the players of the
entertainment producis sold by our customer lotteries worldwide. Our
culture diciates that all Scientific Games employees understand their
primary objective is o assist our lottery customers in the sale of an
entertaining product. Partnering with Scientific Games guarantees the
Texas Lotiery will work with a fresh team of diverse lottery professionals
that share the same core values and business goals.

Scientific Games gives the TLC the best access to lotiery growth initiatives

A new partnership with shared interests; a new team with the skills and diversity to transform the Texas Lotiery
business; @ partnership ensuring the Texas Lottery has the best access fo growth inifiafives in the coming years. A
partnership with Scientific Games guarantees the Texas Lottery will have continual access to market trends, best
practices and the execution skills fo avail the Texas Lottery to potential market opporiunities. No other vendor can
deliver on this promise.

Sdentific Games is a “True Pariner”

PARTNERSHIP

Scientific Games is rooted in our desire to partner with leading lotteries
around the globe and work cooperatively in the sale of exciting and
entertaining lottery products. We have no desire to compete with our
customers and no desire to become a lottery operator. Today it's time fo
fundamentally change the way that we do business in the Lottery indusiry. To
help build a new foundation for the 21st century, lotteries and vendors need
to refresh our best practices so that we are more efficient, more fransparent,
and more creafive. That will demand new thinking and a new sense of
responsibility for every dollar that is spent. The Texas Lottery is ready for a
change 1o take advantage of new technologies, market innovations and grow
their business to the next level well info the year 2020.
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JIM KENNEDY

Senior Vice President
Sales and Global Marketing
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A MESSAGE FROM JIM KENNEDY

Senior Vice President

“Take care fo value what is valuable. Since its incaption in 1992, the Texas Lottery has demonstrated o history of
market leadership that maximized its proceeds to the State of Texas. For confinued growth and expansion, strategies
for success must be intrinsically linked to the delivery of best-value and expanded offerings to retail players. Success
also requires new services and capabilities for your retail partners, as well as the development of new methods for
lottery business management that improve insight and reduce operating costs.

In support of the Lottery's strategic objectives, Scientific Games promises fo provide you with a retailer-focused, low-
risk phased migration plan to deploy a highly functional Lotiery Gaming System and ferminals. Our solufion provides
proven, state-of-the-art hardware, secure and flexible software, advanced communications networks systems, as well
as the control processes that ensure security and enable operational harmony.

Successful implementation of the enabling technology will clearly be a key milestone. This, we promise, will be done to
your fotal satisfaction. By proposing a phased-migration approach, we can enable the Lottery to achieve the earliest
possible introduction of new retail devices and the associated impact on sales and revenues.

In addition, we offer a complete range of value-added services that not only support these products, but, more
importantly, support the Lottery in its mission. This promise offers a proven approach fo offering online games that will
help the Lottery reach its goals for the nexi ten years and beyond.

At Scientific Games, we fake our commiiment and promises to you very seriously. Each secfion in our proposal outlines
our specific promises o the Lottery-addressing with more detail our pledge fo provide the Technology, Tools, and Talent
that you expect from an industry leader. We are confident that an objective review of the many areas of strength in
our proposal will lead to one clear conclusion - that Scientific Games should be the Texas Lottery's partner for the next
contract ferm.”
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8.1-1
PART 8 SALES AND MARKETING

8.1 OVERVIEW

RFP Reguirement: The primary goal of the Texas Lotfery is fo optimize revenve for
the Stafe of Texas from the sale of Lottery Producis. Sales and Markefing activities
conducted throughout the State provide a direct link fo the Lottery’s Retailers and
players.

Scientific Games is excited to share with the Texas Lotiery our vision for
Sales and Marketing and the tools with which we will execute that vision.
We truly believe that it is our approach to sales and marketing that
differentiates us from the other vendors in our industry. After all, the
technology behind the selling of instant and online game fickets has, to
some degree, become a commodity — with the exception of @ bell here
and a whistle there, both our and our competitors’ terminals and back-
office systems can adequately meet the Texas Lottery’s technical needs.
But to reach the next level of sales and revenue growth that we believe
the Texas Lottery is capable of achieving, it will take a strong vision of
sales and marketing and a comprehensive plan for execution.

We are proud of the fact that even those lotteries that do not utilize our
online game systems and services have approached Scientific Games for
our online game content — games such as Mega Match 6 and Palmetio
Cash 5 (South Carolina); 3-Line Lotio (Kentucky); Megabucks Doubler
(Massachusetts); Bucko!, Twist and Game Day (Atlantic Lotteries
Corporation); and Triplex (Loto Quebec). Further, from FY 2002 to FY
2009, our lottery customers have grown an impressive 9.3% in online
game sales versus 5.1% for the rest of the industry. While we are
extremely confident in the technology we have developed to support our
customers and stand behind it 100%, it was not our technology alone that
achieved this level of impressive growth — it was our game product
development, marketing experience, and retail execution programs.

But it is not just our online experience that makes Scientific Games the
right choice to be the Texas Lottery’s Operations and Services partner. Our
experience in the development, printing and marketing of instant games
is unparalleled in the indusiry. No other vendor can offer the depth or
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PART 8: SALES AND MARKETING

breadth of instant game knowledge and experience that Scientific Games can offer. And while Scientific Games currently
provides instant fickets fo the Texas Lottery, we are excited about the possibility of playing @ more sirategic role in this important
part of your business, as your Operations and Services pariner.

Scientific Games takes great pride in being a global markefing partner to over 400 customers across six continents. We are the
most experienced Fulline lottery services company in the industry, known worldwide for our advances in technology, our product
innovation, and our game development. Although these credentials are impressive, more important is how we will use this

breadth of sales and markefing experience to increase the Texas Lottery’s revenue so that the maximum profit can be delivered

to the schools that the Lottery supports.

Please note that, as with all of our infernet offerings, the offerings described herein are limited to activifies that are consistent
with all applicable laws and Scientific Games governance processes. We work with our lottery customers to ensure compliance
with both local and federal law.

zaas
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8.2 SALES MANAGEMENT AND BUSINESS DEVELOPMENT

RFP Requirement: The Loitery Operator performs a variely of sales management and business development activities associated with development of
sales programs, Refailer incenfives plans and merchandising ideas. The following table outlines the sales management and business development

requirements.

Scienfific Games considers this RFP requirement informational, therefore no response is required.

78 CTalae Hanmnamant and Bucinace T alammviand Do sivicmns ile
ioble /8. Sales Manogemenl ond business Uevelopment Keguirement

ROLES AND RESPONSIBILITIES

SUCCESSFUL '

TLC

PROPOSER

1. Performs sales and business development activities as designaied by the Texas Lottery X
2. Performs all functions in a professional manner that will satisfy the needs of all Retailers X
in all geographic areas of the State of Texas
3. Coordinates and conducis meetings to reach Retailers across the State to discuss sales X
marketing and other Lottery matters
RESPONSE
DETAIL REQUIREMENTS
SECTION(S)
4. The Successful Proposer must identify the sales management and business development staff 8.2.2
whose full-time responsibilities are to help the Texas Lottery identify new selling opportunities
and new markefing strategies. The Successful Proposer must also identify any staff who may
assist with these acivities, but will not be assigned to the Texas Lottery account on a full-ime
basis (e.g., corporate sales staff).
5. The Successful Proposer’s sales management staff shall work closely with the Texas Lottery’s 8.23
Products and Refailer Development Team and make sales presentations to Texas Lottery
management on a weekly basis or as determined by the Texas Lottery.
6. The Successful Proposer shall: 8.2.3

a. conduct ISR and business development employee meetings in Texos (at least bi-weekly);

b. teach and inform LSR's and business development employees about Texas Lottery policies
and procedures, including Lottery security and Retailer regulatory requirements;

¢. attend various meetings (with Retailers, Texas Lottery vendors, efc.) throughout the State
upon the Texas Lottery’s request;

d. provide real-time access for LSR's to the Lottery Gaming System for understanding of their
accounts’ (Retailers’) sales, inventory, trends, efc.; and

e. conduct af least one joint (Texas Lottery and Successful Proposer) sales meeting per year
with all Successful Proposer sales personnel assigned to the Texas Lottery account.
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RESPONSE
- SECTION(S)

7. The Successful Proposer must coordinate face-to-face meetings among the Texas Lottery, the 8.2.5
Successful Proposer and Retailers fo facilitate communications on sales, marketing, general
Lottery Product information and regulatory matters. Meetings must be scheduled to ensure
widespread participation by Retailers across the State. The Successful Proposer is responsible for
obtaining the meeting facility and all other resources necessary to conduct the meefing.

DETAIL REQUIREMENTS

RESPONSE
SECTION(S)

8. The Successful Proposer’s criferia to assign account types (e.g., Key, Corporate, Chain) to Retailers 8.2.2
must be approved by the Texas Lotery.

KEY, CORPORATE AND CHAIN

9. The Successful Proposer must provide a Corporate Accounts division and designated staff who 8.2.2
shall specifically be assigned to the marketing and sales support functions for Key, Corporate and
Chain accounts. The Successful Proposer shall provide to the Texas Lotiery, on a monthly basis,
the job duties and number of personnel assigned to the Key, Corporate and Chain accounts along
with all account assignments.

10. At a minimum, the Successful Proposer shall conduct annual reviews with each Key, Corporate 8.2.3
and Chain Retailer. The Successful Proposer shall provide a copy of all materials to be presented
to Key, Corporate and Chain accounts to the Texas Lottery for review at least five (5) Working
Days prior fo the annual review meeting with the account. The Successful Proposer shall provide @
written report to the Texas Lottery of the activities and meeting results within five (5) Working
Days after each annual review.

11. For any Retailer-requested meeting with a Key, Corporate or Chain Retailer, the Successful 8.2.3
Proposer shall provide a copy of all materials fo be presented fo the Retailer to the Texas Lottery
for review and approval at least twenty-four (24) hours prior to the scheduled meefing. Materials
not preapproved by the Texas Lottery must not be distributed to Key, Corporate and Chain
accounts. The Successful Proposer shall provide a written report o Texas Lottery of the activities
and meeting results within five (5) Working Days ofter the meefing.
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" PART 8: SALES AND MARKETING A

RESPONSE

- SECTION(S)
12. Upon request by the Texas Lottery, the Successful Proposer must: 8.2.3

0. provide recommendations for minimum sales levels or performance for Key, Corporate and
Chain Retailers;

b. develop a program to administer the minimum sales requirements or performance levels for
Key, Corporate and Chain Retailers;

¢. propose an improvement plan to deal with Key, Corporate and Chain Retailers that do not
meet minimum sales or performance levels; and

d. implement the improvement plan if requested by the Texas Lottery.

13. The Successful Proposer must provide route sales o support Key, Corporate and Chain Retailer 8.24
locations.
14. The Successful Proposer shall be responsible for receiving, administering, and submitting 8.2.3

marketing content from Key, Corporate and Chain Retailers, induding, but not limited to, Key,
Corporate and Chain accounts. The Successful Proposer shall nofify the Texas Lottery of any new
content submitted by Key, Corporate and Chain Refailers for the Texas Lottery’s approval. Upon
receiving the Texas Lottery’s approval, the Successful Proposer shall send the approved content fo
the content management system for distribution fo designated Retailer Sales Terminals af Key,
Corporate and Chain Retailer locations.

Table 79. Sales Manogement and Business Development Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must identify the sales management staff whose full-time responsibilities are to help the Texas Lottery
identify new selling and business development opportunities. Proposers must also identify any staff who may assist with
these activities, but will not be assigned fo the Texas Lottery account on a full-time basis (e.g., corporate sales staff).

3, The Proposer must describe ifs sales organization siructure and how it will support and optimize Texas Lottery sales.

4. The Proposer must describe how it would provide a route sales model to support Reiailer locations.

5. The Proposer must describe how it would coordinate face-to-face meetings among the Texas Lottery, Successful Proposer
and Retailers to facilitate communications. The Proposer must describe its plans for conducting meetings to reach
Retailers across the State of Texas to include proposed frequency of meetings and the strategy for engaging the Texas
Lottery’s diverse Retailer licensee base.
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PART 8: SALES AND MARKE

RESPONSE TO TABLE 79: SALES MANAGEMENT AND BUSINESS DEVELOPMENT RESPONSE
REQUIREMENTS

8.2.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply, and often exceed, the detail
requirements indicated in RFP Section 8.2.

8.2.2 SALES MANAGEMENT STAFF (DRs 4, 8 and 9)

Response Requirement 2: The Proposer must identify the sales management siaff whose full-time responsibilities are 1o help the Texas Lotfery
identify new selling and business development opportunities. Propesers must also identify any staff who may assist with these activities, but will not be
assigned fo the Texas Lottery account on a full-time basis (e.g., corperate sales staff).

DEPUTY DIRECTOR, SALES AND MARKETING
(DEDICATED)

Scientific Games will appoint Anthony Molica as Deputy Director,
Sales and Markefing whose full-fime responsibilities will be to direct
and manage the sales, marketing, and new business development { N
divisions within our local Texas site operations. He will report fo the Anthony Molica
Texas Account Director, John Osenenko. With over 25 years .
experience in executive management and sales positions
specifically in the lottery industry, and given his strong knowledge
of the intricacies of state government policy and procedures, we feel
that he is an ideal candidate fo oversee the sales and marketing
arm of the Texas operation for Scientific Games. Most recently over
the past three years, Tony has served in a variety of sales and
markefing roles for the Multijuegos Lottery in Mexico, a private
lottery operated by Groupo Televisa. This direct experience with the
player in Mexico gives Tony a unique perspective on the Hispanic
market potential in Texas.

i

SUPERIOR VALUE

A Sales and Marketing Team with

nearly 13 years of lottery
For a more detailed review of Mr. Molica’s extensive lottery indusiry experience for each proposed

experience, including his tenure as Director of the Washington State leader.
and California Lotteries, refer fo his resume af the end of Part 4.
Resumes for other key proposed staff can also be found there.
E%.;EE'MENT REDACTED BY TLC - 12-5-10
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IN-STATE NEW BUSINESS DEVELOPMENT ORGANIZATION (DEDICATED)

Reporting to the Depuiy Director, Sales and Markefing, Scientific Games will appoint Burbank
Herndon as Director of New Business Development whose full-time responsihilities will be to
identify new selling and business development opportunities. Burbank previously worked for
Scientific Games for over three years as Vice President and General Manager of Retail Solutions
based in Alpharetta, Georgia. In his role with the company, he was pivotal in the design,
development, manufacturing, and marketing of our WAVE™ terminal solution in an accelerated
12-month timeframe, capitalizing on his 20-year career in various capacities with NCR
Corporafion, a global leader in retail POS producis, systems, and software.

Burbak Hemdanh

Further, we will hire two additional managers to assist with the management of the retailer relationship — a Corporate/Chain
Accounts Manager and an Independent Accounts Manager. The Research Associate, fo be described later in Section 8.3.2, will
support the analytical needs of this area to identify and quantify new retailer opportunities.

CORPORATE/CHAIN/KEY ACCOUNT RETAILER DIVISION (DEDICATED)

With over 6,800 Corporate/Chain/Key store locations statewide
currently, oll of which vary greatly in rade style, size and
geography, managing this unique Retailer base is vital to the
Lottery’s continued growth and success. To provide the level of
service that Corporate/Chain/Key stores have come to expect from
the Texas Lottery, Scientific Games will provide a Corporate
Accounts Division fo service these important constituents.

SUPERIOR VALUE

It will be the sole responsibility of this division fo provide marketing
and sales support to Corporate/Chain/Key accounts. Scientific
Games will also provide the job duties and number of personnel

The Texas Lottery executive and
marketing teoms will have first-hand
access and guidance from Jeff Sinacori,

assigned o Corporate/Chain/Key accounts along with all other VP of Retail Development
account assignments to the Texas Lottery on a monthly basis. We and formerly the # 1 retailer in the U.S.,
will be responsible for establishing the criteria for the Corporate/ based in Long Island, New York.

Chain/Key accounts, based on the approval of the Texas Lottery.

CORPORATE BUSINESS DEVELOPMENT
ORGANIZATION (NON-DEDICATED)

e
e

Jeff Sinacori, Vice President of Retail Development, with the
assistance of the Refail Development Manager, will also support
these new husiness development activities, but will not be assigned
to the Texas Lottery account full-fime. Jeff was a top-performing
independent retailer in New York and the U.S. for 20 years, and et
now leverages that experience and hands-on knowledge in his role Jeff Sinacori
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Information Redacted
§552.101/466.022/552.139
of retail development. He is also our prime ligison with the NACS organization, and confinues to foster and grow our corporate

relationship with this group.

Sean Flanagan, as Vice President, Government Relations for Texas, will continue to work af the
state and regional level to identify and help overcome any legislative and regulatory barriers that
may exist which prevents retailer expansion and impacs the selling infrastructure such as
payment options, hours of operation, and game type limitations. He will work closely with our
Texas account lead, Pam Lee and the Scientific Games' in-state TLC Account Team.

This satisfies RFP Table 78, Deiail Requirement Nos. 4, 8, and 9. Sean Flanagan

8.2.3 SALES ORGANIZATION STRUCTURE (DRs 10, 11 and 12)

Response Requirement 3: The Proposer must describe ifs sales organization structure and how it will support and optimize Texas Lottery sales.
T em P el 5 b =l Sy 1l K s T Y i et it S o i £ 11 Wi o e i S 3R SO e 2w 3 i

IN-STATE SALES MANAGEMENT (DEDICATED)

The sales organization for the Texas Lottery will be helmed by the Director of Sales, Kelly Douglas,
reporting to the Deputy Director, Sales and Marketing. Kelly previously worked for both the
Missouri and Florida Lotteries in district sales, and sales support roles. Kelly also worked for GTECH
as a Marketing Director o support the Kansas Lottery. While in Florida, an ethnically diverse
market just as Texas is, she was a Disirict Sales Manager responsible for 28 sales representatives
representing 2,000 retailers and sales of almost $200 million. Having started as a sales
representative in 1989, and progressively working her way up to greater levels of responsibility
based on her achievements and approach, Scientific Games believes that Kelly is an ideal fit to oversee the sales organization on
behalf of the Texas Lottery.

Kelly Douglas

Kelly will have ten District Sales Managers reporfing to her, one for each of the ten sales districts throughout the state of Texas.

The District Sales Managers all have extensive experience managing sales representatives in the field,
and our proven leaders in setting and meeting sales goals. Our team will have a solid balance of lottery sales-specific experience
or parallel experience in other consumer product categories often found in c-store and grocery environments.

The ten District Sales Managers identified to support the Texas Lottery and their experience is given below:

District Sales Manager — Angie Saviano

Angie Saviano has been with Scientific Games for almost ten years in a variety of sales and
marketing roles supporfing both instant and online game operations. As the Online Marketing
Assistant for the Hoosier Lottery, Angie was involved with the development and execution of
refailer promotions, retailer recruitment efforts and market research. Her success with the Hoosier
Lotiery’s online business prompted her promofion fo Insiant Game Product Manager, where she
was responsible for growing sales and revenues of the Hoosier Lottery’s instant game. Under her

Angie Saviano
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direction, instant game sales grew by 8%. Angie is currently the Manager of our Maryland Lottery Tel-Sell operation where she
manages fen Lottery Tel-Sales Representatives serving 4,000 + retailers.

District Sales Manager — Angel Lopez

Angel Lopez has been with Scientific Games for five years in a variety of sales and markefing
roles, steadily progressing within the organization to his current role of Sales and Markefing
Manager for our Puerto Rico operation. Angel's prior experience as a Lotfery Sales Representative
and, subsequently, as a Lottery Sales Analyst gives him the perfect skill set o manage the LSR
team over which he will be responsible. He has experience managing both online and instant
game operations with a focus on providing sales and marketing support. His current
responsibilities include the management of 15 Sales Representatives and one Sales Analyst, all
employees of Scientific Games. Angel is fluent in Spanish and a natural leader.

Angel Lopez

District Sales Manager — Cheri Rule

Cheri Rule has been with Scientific Games for five years and has progressed her career from

Lottery Sales Representative to her promotion to Key Accounts and Assistant Sales Manager for the
Oklahoma Lottery. During her tenure in this role, the number of Key Accounts in Oklahoma has

grown by 33% and Key Account sales have grown from 45% of total sules to 80% of total sales.

Cheri has worked on the other side of the register as well, working as a Sales Manager for

Sheplars, a large western apparel store, and as o Merchandising Coordinator for the Tractor Supply
Company. Cheri’s extensive sales and markefing experience will make her an excellent District

Sales Manager and her Key Accounts experience will be an invaluable resource for the entire LSR team.

District Sales Manager — Dave Szwetkowski

Dave Szwetkowski has over 30 years in the gaming and wagering industry, the last eleven with
Scientific Games. Dave worked his way up through the Operations side of the business which gives
him a behind-the-scenes perspective that will serve his LSR team and the Texas Lottery well. Dave
has experience managing both instant and online game product lines, having served as the Site
Manager for the Delaware Lottery where he managed their online business and then as the
Warehouse and Distribution Manager for the Pennsylvania Lottery where he managed the
distribution of instant fickefs. This cross-product experience lead fo his current position as the
Delaware Lottery’s Cooperative Services Manager where he manages boih the instant and online game portfolios as well as part
of the Lottery’s sales force.

Dave Szwetkowski
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District Sales Manager — Erixon Feliciano

Erixon Feliciano has been wiih Scientific Games for five years and has worked his way up from
Lottery Sales Representative, where he was responsible for growing online game sales, to his
current position as Cooperafive Services Manager for the Puerto Rico Lottery, where he manages
the distribufion of instant fickets. Erixon brings valuable non-lottery experience fo the position as
well, having served as the Hispanic District Executive for the Boy Scouts of America where he was
responsible for developing and promofing the Boy Scout program in Hispanic communities
throughout the Atlanta area. Erixon also hos other retail-based sales and marketing experience
having served as an Account Representative for Atlanta Beverage Distributing where he managed the product placement and
merchandising for over 200 accounts. Erixon is fluent in Spanish and has a strong customer service focus.

Erixon Feliciano

District Sales Manager — Guy Reeves

Guy Reeves has over 40 years of retail sales and marketing experience and has held a broad
range of responsibilities including the development and implementation of major retail sales
training programs. This hands-on training experience will not only serve Guy’s LSR team well, but
will benefit the Texas Lottery in general and the sales force as o whole. Guy was a Division Sales
Manager for Albertsons, Inc. in the San Antonio and Ausfin, Texas markeis where he managed
over 50 stores and over 350 employees. Guy has also served as a Department Manager for HEB
Grocery in Austin, Texas and is currently a District Merchandiser and Department Manager for
Roundy’s Supermarkes.

Guy Reeves

District Sales Manager — Kirmon Nordt

Kirmon Nordt has been with Scientific Games for fourteen years and has served in variety of field
sales and field service positions, giving him a valuable perspective on how to address unexpected
Retailer issues and opportunities. Kirmon started out in the lottery industry as a Marketing Sales
Representative and Supervisor for the Maryland Lottery where he provided sales and marketing
support 1o Refailers as well as managed the day-to-day activities of other Sales Representatives.
He then capitalized on his pre-lottery years at IBM providing technical support fo became a Field
Service Manager for the Maryland Lottery where he and his staff serviced and maintained the
Lottery’s terminals and equipment. Kirmon is now the Markefing Manager for Scientific Games on behalf of the Maryland
Lottery where he provides strategic sales and marketing support and manages the Lottery’s Marketing Representatives.

Kirmon Nordt
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 8: SALES AND MARKETING

District Sales Manager — Michael Groupp

Michael Groupp hos been with Scientific Games for eleven years and began os a Service Technician
for the Maryland Lottery. This field service work gave Michael a keen understanding of the issues
and opportunities that Retailers face in selling lottery products. This perspective benefitted Michael
when he became a Lottery Marketing Representative where he provided key sales and marketing
support fo the Lottery and its Retailer base. Michael was then promoted to Marketing Supervisor
where he capitalized on his mulfi-disciplined experience fo become a linison between Operations,
Field Service and Marketing to increase Lottery sales and revenues.

District Sales Manager — Scott Moulton

Scott Moulton has been with Scienfific Games for five years and is currently a Marketing Sales
Representative for the Oklahoma Lottery where he is responsible for the growing Lottery sales
and revenues through product placement and merchandising, promotions and contests, and
retailer recruitment. In addition fo his years in the lottery industry, Scott’s pre-lottery experience
as a National Sales Representative for Digital Media Warehouse and as an Assistant Branch
Manager for Enterprise Rent-a-Car has given him a strong training background which will serve
his LSR team, Texos Lottery Retailers and the Texas Lottery well.

District Sales Manager — Deb Jonasson

Deb Jonasson has been in the lottery industry for 20 years in a variety of high level sales and
marketing roles. Deb started in the industry as the President of her own marketing company, DJ
Markefing and Promotion, where she provided sales and marketing support fo the Washington
State Lottery. She then joined Scientific Games as the Marketing Manager and ulfimately the
General Manager for the Hoosier Lottery. After spending a couple of years with United Tote as
their Marketing Director, Deb re-joined Scientific Games os the General Manager of the South
Carolina Lottery where she was responsible for all strategic and factical planning and execution.
Deh is a seasoned lottery professional and has a strong background in research and analysis.
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 PART 8: SALES AND MARKETING

LOTTERY SALES REPRESENTATIVES (LSRs)

Scientific Games has long believed in and recommended fo its customers an ideal LSR to Retailer ratio of 1:100 fo 1:120. In cur
experience, and from closely studying the industry’s top performing Lotteries, this ratio appears fo be the perfect balance of
providing the very best service fo the Retailer community while maintaining a fiscally appropriate number of staff. The Texas
Lottery

(based on terminal information provided by the Texas Lottery supplemental RFP documents) for an approximate LSR to
Retailer rafioof . While the Lottery’s 2008 Customer Service Survey suggests that Texas Lottery Retailers are satisfied with
the level of service the Lottery provides, we conducted several field research studies (discussed in further detail below) and
believe the Lottery’s Retailer community could be even better served, especially in the area of on-site training.

Information Redacted

It is for this reason that Scientific Games recommends hiring §552.101/466.022/552.139

approximately

range that we have found fo be optimal. We believe
that these additional LSRs will enable Scientific Games fo provide an
even higher level of service fo the Lottery’s Retailer community.

SUPERIOR VALUE

Scientific Games is aware that the current LSRs enjoy a positive

relationship with their Retailers. As stated above, the Lottery’s 2008
Customer Service Survey indicated that retailer safisfaction with the
Lottery was an impressive 93%, a level that can at least be partially
attributed to the Retailer’s positive relationship with their primary T
Lottery contact — the LSR. It is for this reason that Scientific Games bringing ﬂ"e !eam. up to 140

would look first to the Texas Lottery’s current LR staff to continue members and improving the LSR to

in their role should we be forfunate to be named the Lottery’s Retailer ratio from
Operations and Services 1:127 to 1:119.

Scientific Games will provide an
additional ten LSRs in the base
offering at no additional cost,

will be recruited hased on their customer
service orientation, their merchandising and training experience
and their ability fo interact with their Retailers and other LSR team
members.

Scientific Games’ LSR team will be responsible for growing sales and revenues for the Texas Lottery by performing a range of
acfivities designed to help the Lottery’s Retuiler base sell fickets in the most optimal manner possible. Broadly defined, these
activities include, but are not limited to:

o Training the Refailer and new staff on Lottery equipment, processes and procedures

o Educating the Retailer and staff on new and upcoming games; providing the salient selling points of these games so that
they, in turn, can communicate these points fo the player
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o Communicating and helping to administer various promotions supporting the Lottery in general, and/or the sale of
specific Lottery producis

o Merchandising Lottery products and point-of-sale materials in the most compelling manner possible to encourage and
facilitate customer purchase

o Ensuring the Retailer has sufficient stock of product and support materials
o Various administrative tasks, including the collection of closed instant games

To further familiarize ourselves with the Texas Lottery’s retail environment and to better understand the issues and opportunities
that your Retailers face every day, Scientific Games proaciively and independently conducted several field research iniiatives,
induding a phone survey of Texas Lottery Retailers, a mystery shopper-style audit to determine how your stores are currently
merchandised, and an in-person survey of Retailer clerks and managers. This research was invaluable in the development of our
response to this RFP and to the recommendations we have made throughout this section.

In general, our research initiatives supported the findings reported in the Lottery’s 2008 Customer Service Survey — that
Retailers are generally happy with the service and performance of their LSR and with the Texas Lottery overall. Still, we believe
that there are areas where we can help the Lottery become an even more valuable partner fo its Retail base and vice versa.
Retailer training, Hispanic language-based programs and services, and @ more marketing-centric approach to sales are just a
few of the opportunities that presented themselves through our field research efforts. In this proposal, we present our
recommendations on how best to capitalize on these opportunities fo demonsirate our commitment to the success of the Texas
Lottery.

To this end, Scientific Games pledges to put the very best Sales team possible in place and will develop, document and maintain
standards and procedures for all LSRs and provide a copy of these standards and procedures to the Texas Lottery when changes
or additions are made.

Information Redacted

CORPORATE/CHAIN/KEY ACCOUNT RETAILERS §552.101/466.022/552.139

With over 6,800 Corporate/Chain/Key Account locations of all types and sizes, Scientific Games understands how important this
segment of Retailers is to the Texas Lottery's success in the marketplace. Should Scientific Games become your Operations and
Services provider, we will provide the Texas Lottery with recommendations for minimum sales levels for its Corporate/Chain/
Key Account Retailers and develop a program to administer these minimum sales and performance levels. Scientific Games
further agrees fo propose and implement an improvement plan for those Corporate/Chain/Key Account Retailers who fail fo
meet these minimum sales/performance levels. This safisfies RFP Tuble 78, Detail Requirement Nos. 8, 9 and 12.

To facilitate and implement this improvement program, and to provide the level of service that Corporate/Chain/Key Account
stores have come fo exped, Scientific Games would provide a Corporate Accounts Division and hire

dedicated to servicing these important clients at a more strategic level. It will be the sole responsibility of this division to provide
markefing and sales support to Corporate/Chain/Key accounts including, but not limited to the following:

o Marketing and Promotions — One of the primary responsibilities of the Corporate Accounts division will be to
develop mutually beneficial marketing programs and point-of-sale agreements with Corporate/Chain/Key Account
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Information Redacted

§552.101/466.022/552.139
management. Effeciive store-level markefing af these types of locations can only be successful if the managers of these

locations receive lottery-specific direction from their Corporate management. It will be the job of our Corporate Accounts
division fo communicate the benefits of selling lottery products and the best praciices of lottery markefing and
merchandising to Corporate management so that the direction they provide their stores achieves the maximum level of
sales. Our Corporate Accounts division will also develop chain-specific promotions with their customers with the goal of
increasing lottery sales and improving the retailers’ bottom line. These chain-specific promotions might be facilitated
through our WAVE™ and Flair™ terminals and its ability to print unique graphics (e.g., corporate logos) and chain-
specific coupons. The promotions will also be supported with our platform, described in more detail in
Section 8.2.3.1, on the 19" flat panel LCD monitors we are proposing be installed in the majority of retail locations.

e Training — Scientific Games understands that Corporate/Chain/Key accounts often have unique training needs. Many
chains have their own training facilities or prefer a “train the trainer” approach. The diverse geographic locations of
certain chain locations can also affect the training process. Our Corporate Accounts team will be prepared to support any
and all of these unique fraining needs.

o Communications — Since many Corporate/Chain/Key
accounts are structured in a way that facilitates
communication with multiple locations through a single
(orporate channel, Scientific Games' Corporate Accounts
division will take advantage of this existing infrastructure
by creating customized communicafion pieces specifically for
the Lottery’s Corporate/Chain/Key accounts. A monthly
electronic newsletter, for example, that would highlight
upcoming promotions, explain new games, provide sales

and marketing fips, describe any new administrafive Scientific Games will provide a
processes and any other relevant announcements will be monthly newsletter electronically
created and distributed fo all Corporate/Chain/Key 5p eﬂ'ﬁmﬂy geared to the Texas

accounts. Any material distributed fo these accounts, will be Lottery’s Corporate /Chain/Key
provided to the Lottery for their approval prior fo S

distribufion.

o Analyses and Reports — Most Corporate/Chain/Key
accounts have their own, unique reporfing processes and
infrastructure. Scientific Games’ Corporate Accounts division
will work with each account fo ensure that they are receiving the lottery-specific information they need from their stores
so that they always have an accurate picture of their own lottery sales performance. Scientific Games would also work
with the Lottery to ensure that Corporate/Chain/Key accounts can access and download various reports from the
Lottery’s website, both on a store-specific basis as well chain-wide information. Scientific Games' Corporate Accounts
division will also work with their accounts o provide various analyses so that they might, for example, better understand
various frends, uncover any opportunities that may exist to increase sales, and evaluate any promotional efforts that

SUPERIOR VALUE
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may have been implemented — basically any analysis that might help the Lottery’s Corporate/Chain/Key accounts
become better Retailers.

Scientific Games would conduct annual reviews with each Corporate/Chain/Key account retailer and provide a copy of all
materials being presented in these reviews to the Texas Lottery at least five working days prior to the meeting. Scientific Games
will also provide the Lottery with a written report summarizing the activifies and results of the meeting within five working days
of the meeting date. This safisfies RFP Table 78, Detail Requirement No. 10.

For any meefing requested by a Corporate/Chain/Key account retailer, Scientific Games would provide the Texas Lottery with
any material to be presented at least 24 hours prior fo the scheduled meeting and would not present any material not approved
by the Texas Lottery. Scientific Games would provide the Lottery with a written report summarizing the activities and results of
the meeting within five working days of the mesting date. This satisfies RFP Table 78, Detail Requirement No. 11.

Scientific Games would provide the job duties and number of personnel assigned fo Corporate/Chain/Key accounis along with
all other account assignments to the Texas Lottery on a monthly basis, thereby satisfying RFP Table 78, Detail Requirement 9.

Scientific Games will receive, administer, and submit any marketing content from Corporate/Chain/Key Retailers, and will notify
the Texas Lottery of any new content submitted for the their approval. Upon receiving the Texas Lottery’s approval, Scientific

Games will send the approved content fo our platform, described in Section 8.2.3.1, for distribution fo
designated Retailer Sales Terminals ot Corporate/Chain/Key Retailer locations. This safisfies RFP Table 78, Detail Requirement
14. Information Redacted

§552.101/466.022/552.139
NEW RETAILER RECRUITMENT

Scientific Games understands that it is the Texas Lottery’s goal to
responsibly grow s retailer base and that a primary responsibility
of the LSR and business development team is to achieve that goal
through successful retailer recruitment. Scientific Games also

SUPERIOR VALUE

understands that to maintain the high level of service that the

Retuilers have come to expedt, any growth in the Refailer network

needs o be accompanied by growth in the number of SRs servidng

that network. As the Lottery’s Retailer network grows, Scientific

Games will increase staffing accordingly to maintain that ratio of Scientific Games will proactively
one LSR per 100 — 120 Retailers. conduct a Retailer Optimization

Analysis to assist the Texas
Lottery with determining the
optimal mix of retailers, and to
serve as the first in the Retailer
recruitment effort.

Scientific Games will conduct a Retailer Optimization Analysis to
determine the optimal mix of retailers by trade style and the best fit
for the market. The purpose of this analysis is to assist the Texas
Lottery in identifying opportunifies to increase revenue while
improving the availability of the lottery products to the residents of
Texas. This is achieved by providing the optimum number of lottery
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refailers for each ZIP Code, a ranking of retail business types for the household segmentation, and a list of potential business
locations for new lottery retailers.

Retailer optimization is a mulii-level process that starts with the evaluation of low-sales retailers for discontinuation or retention.
Those retailers retained would have a sales improvement plan designed specifically for them, and it would be communicated and
monitored by the LSR for that retailer. The second step of the process is an analysis of each postal ZIP Code to determine the
opfimal number of lottery retailers for each of those areas. The third step involves analyzing the market's household
segmentation to defermine which business trade styles best meet the needs of each player segmentation group. The final part of
the process is to develop a list of new lottery retailer prospects that will assist the Lottery in the recruitment process.

This comprehensive review and analysis quickly gives the Lottery the tools necessary to increase the number of retailers and o
detailed method fo actually obtain that goal. This analysis should be used to target not only “traditional” retail locations but also
to determine potential lottery locations where self-service terminals (vending machines) can be deployed (see Section 7.12 for a
description of our PlayCentral terminal and ConvenienceCentral ticket dispenser).

Many of these self-service terminals and ficket dispensers can be placed in retail locations where there is limited customer
service staff available (e.g., big box retailers, mass merchandisers) or in high traffic locations (.g., Welcome Centers, airports).
Big box and super centers are non-traditional retailers that are an excellent option for self-service terminals. Scientific Games
understands that securing this type of non-tradifional retailer is o goal of the Texas Lottery as described in your 2008 - 2011
Business Plan. Figure 8.2-2 lists these potential retailers and the number of locations within Texas.

Figure 8.2-2: List of Potential Non-Tradifional Retailers in Texas
Wal-Mart 298
Target 148
Lowe’s 140
Sam’s Club 72
Home Depot 43
Costco 17
Inter-State Welcome Centers 12

TEXAS RESEARCH AND DEVELOPMENT INVESTMENT PLAN

Scientific Games has delivered a continual stream of innovations over the last 37 years that have had a positive and enduring
impact in the lottery industry. With a relentless focus on developing new game content and leading-edge technology and systems
solutions, we are committed, in cooperation with the Texas Lottery, to drive further innovation into the lotiery industry.
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In support of our commitment, Scientific Games will create the Texas Research and Development
Investment Plan. The primary objecfive of the Texas Research and Development Investment Plan
will be to support revenue enhancing inifiatives in numerous areas, incduding;: retailer and
player development, pilot programs, retail sale programs, research, game development,

marketing point-of-sale, and advertising. ‘ﬁf ‘; : )'i §§£

Scientific Games will contribute up to $2.5 million annually in a non-accruing amount of goods

and services to be invested in revenue enhancing areas ai the discretion of the Texas Lottery. This investment, complemented by
our current industry leadership position in lottery market research, ensures the Texas Lottery and Scientific Games will have o
confinual stream of available resources to drive innovation and revenue enhancing programs in Texas. The Texas Research and
Development Investment Plan is an Offered option included in the base price.

TERMINAL PROGRAM TO SUPPORT RETAIL OPTIMIZATION AND EXPANSION

In addition to the terminals Scientific Games will provide, as part of the initial deployment and in
satisfaction of RFP Table 64, Detail Requirement No. 7, we will make a further investment to
support refailer optimization and expansion, as follows:

o Retailer Sales Terminals (standard or mid-range) — 500 WAVE or Flair Terminals

These terminals are an Offered Option included in the base price.

SALES SUPPORT AND OPTIMIZATION

In addifion fo putfing a sirong sales team in place, Scientific Games would implement a number of sales support and
opfimization tools and processes to help monitor and manage the sales process at every level and from every vantage point.
From sales reporting to sales meetings, Scientific Games pledges to provide the Lottery with everything it needs to achieve its
goal of increasing sales and revenues.

Scientific Games will work closely with the Texas Lottery’s Producis and Retailer Development Team and make sales
presentafions fo Texas Lottery management on o weekly basis or on a schedule determined by the Lottery. This satisfies RFP
Table 78, Detail Requirement No. 5.

Scientific Games will also provide weekly sales reports and other sules data os required by the Texas Lotiery. The weekly sales
reports will include an evaluation of the sales data, the development of a trend analysis, and any recommended actions o be
taken in response to that data. Scientific Games understands that lottery sales reports can come in all manner of shapes and
sizes. There are fop-line reports, such as a state-wide weekly sales report, and there are more “granular” reports, such as
Powerball sales af a specific retail location from 7:00 p.m. to 8:00 p.m. on February 16th.

Scientific Games believes that different circumstances call for different types of reports and that different people within an
organization might have very different reporting needs. A Lottery Sales Representative, for example, will likely need a different
type of sales report than the Lottery’s Chief Financial Officer.

Scientific Games' platform accommodates all of these reporting needs and more.

Information Redacted
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Comeron Garrett, our proposed Research Associate whose exiensive experience is described in
more detail in Section 8.8.5, will also be an invaluable resource in creating any customized, on-
demand reports and analyses that the Texas Lottery may desire. These might be standing
documents, generated at scheduled interims (e.g., weekly, quarterly) or “ad hoc” documents to
help the Lottery react fo unforeseen opportunifies.

LSR AND BUSINESS DEVELOPMENT MEETINGS Comeron Garrett

In addition to providing Texas Lottery management with detailed weekly sales reports, Scientific Games would also conduct LSR
and business development employee meefings on a regular basis and af least bi-weekly. These meetings will be used to
disseminate important information such as Lottery policies and procedures, including security and Retailer regulatory
requirements.

After all, LSRs are the primary contact between the Texas Lottery and its vast Retailer network, so it is important that they are
kept informed of the latest developments and opportunities so that they in turn can communicate those developments and
opportunities to their Retailers. The support provided by the business development employees is vital to the continued growth
and health of the Texas Lottery.

At the same fime, it is important that the LSRs and business developmeni employees spend their
time where they have the biggest impact on sales: in the field. So while there is an absolute
business need for regularly scheduled meetings with these employees to communicate the latest
developments and opportunities, Scientific Games understands that every minute spent getting
fo and attending a meeting are minutes not being spent in the field.

SUPERIOR VALUE
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While there will always be fimes when everyone needs o be in the
same room fogether, there are a number of exciting technologies
available that enable people to effectively meet “virtually,”
eliminating the time and expense associated with traditional, face- Scientific Games will regularly employ
fo-face meetings. Scientific Games embraces these alternatives and more cost and time effective fools fo
would utilize the latest technologies to minimize the time required facilitate LSR and LMR team meetings
of field employees o attend various meetings to maximize the time through proven '_9"'""’99*"95 like Skype
they spend in the field generating sales and supporting various : gud GeToMosting m.he’P taducd foe

_ time, expense and environmental impact
marketing efforts. Platforms such as MSN Messenger™, Skype™ of meefing face fo face.
and GoToMeeting™ provide an excellent way fo communicate vital
information such os upcoming promotions, game closings, and
distribution issues without the time and costs associated with
everyone driving fo a common meefing place. This safisfies RFP
Table 78, Detail Requirement Nos. 6 and 7.

In addition to the above-described internal meetings, Scientific Games would eagerly attend any and all meetings deemed
appropriate by the Texas Lottery, including meetings with Texas Lottery Retailers and vendors.

ANNUAL SALES MEETING

To complement the weekly meetings described above, Scientific Games would conduct ot least one joint sales meeting per year
with the Texos Lottery fo include all sales personnel assigned to the Texas Lottery account. Scientific Games currenily conduds
similar sales meetings for the Oklahoma and Puerto Rico Lotteries as well as provides significant support for the Pennsylvania,
Delaware, and Maryland Lotteries’ annual sales meetings. Along with attending to the logistical details of scheduling and
conducting these annual sales meefings, representatives from Scienfific Games Corporate Markefing department will leverage
this opportunity to present the latest trends in product growth for instant and online games as well as a version of the State-of-
the-Industry analysis.

CONTENT MANAGEMENT

Confidentiality Claimed
Not released

DOCUMENT REDACTED BY TLC - 12-5-10




PART 8: SALES AND MARKETING

Confidentiality Claimed
Not released

EEER
EaEe

DOCUMENT REDACTED BY TLC - 12-5-10
CIENTIFIC GANES RFP HO. 362-10-D007 @ JUNE 30 2010 ® TEXAS LOTTERY COMMISSION




~ PART 8: SALES AND MARKETING

Confidentiality Claimed
Not released

DOCUMENT REDACTED BY TLC - 12-5-10

RFP N0 362-10-8001 * JUKHE 30. 2010 @ TEXAS LOTTERY COMMISSION



PART 8: SALES AND MARKETING

Confidentiality Claimed
Not released

8.2.4 ROUTE SALES MODEL (DR 13)

Response Requirement 4: The Proposer must describe how it would provide a route sales model fo support Retailer locations.

As discussed previously in Section 8.2.3, Scientific Games fo service the Lottery's
refailers. This results in an LSR to Retailer ratio of approximately 1:120. Scientific Games also recommends that each Retailer be
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visited This means that each of the will visit approximately

While the focus and tasks may vary depending on an individual
Retailer’s need or based on the latest marketing effort, there are a number of standard fasks that each LSR will endeavor to
accomplish at each visit:

In addition to achieving the above in-store tasks, Scientific Games also understands that an LR also has other duties, such a

Scientific Games would provide each of its LSRs with

. Scientific Games also understands that efficiency is
vital to an LSR's ability to provide opfimal service while visiting a dozen or more retailers a day and that a well-organized sales
route is the keystone to an efficient LSR. Using our advanced geo-demographic software (discussed in detail in Section 8.8.2),
Scientific Games is capable of creating the most efficient sales routes possible, enabling LSRs to spend more fime in-store and
less ime on the road. Scientific Games will provide route sales to support all Retailers including key, Corporate/Chain/Key
retailer locations, thereby satisfying RFP Table 78, Detail Requirement No. 13.

8.2.5 MEETING COORDINATION (DR 7)

Response Requirement 5: The Proposer must describe how it would coordinate face-o-face meefings among the Texas Lottery, Successful Proposer
and Refailers to facilitoie communications. The Proposer must describe its plans for conducting meefings fo reach Retailers across the State of Texas fo
include proposed frequency of meetings and the sirategy for engaging the Texas Lofiery’s diverse Refailer licensee base.

Scientific Games understands how important it is to provide every opportunity for the Texas Lottery, ifs Refailers and ifs
Operations and Services Provider fo communicate. It is this three-way communication that ensures mutual understanding of

DOCUMENT REDACTED BY TLC - 12-5-10
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various sales and marketing opportunities, new product information and regulatory matters, and safisfy RFP Table 78, Detail

Requirement No. 7.

The Lottery hos instituted a number of initiatives to facilitate
communication with its Retailer base, including the Retailer Links
meetings in which Lottery staff meets with a select group of
Retailers in each of the ten sales regions. Scientific Games would
welcome the opportunity fo support and participate in these
monthly meetings, and provide presentation content if requested
and appropriate.

RETAILER FORUMS

In addition to the Retailer Links meetings, in which a select number
of Retailers participate, Scientific Games recommends an open,
annual Retailer meeting as a forum for communicating upcoming
initiatives, address various issues, and solicit input and feedback
from the Retailer base as a whole. These annual Retailer Forums
would be conducted on a regional basis (ten meefings total) fo
minimize the distance Retailers would need to travel to attend.
Scientific Games would recommend a morning session and an

SUPERIOR VALUE

Scientific Games commits to host
and facilitate Retailer Forums in
addition to Retailer Links
meetings, to be held on a regular
basis throughout the state of
Texas.

..... i
s

afternoon session, each with the sume format and agenda, fo further accommodate various schedules and to encourage
attendance. Scientific Games would also explore the use of webinar technology to facilitate Retailer participation in these and
other events. If, for example, a Manager is attending the actual Retailer Forum in person but feels that his or her clerks would
benefit from the information being disseminated and discussed as well, those dlerks could view the event or specific sessions of
the event via web-based meefing software. Scientific Games agrees to coordinate these meefings and to obtain the facility and
all other resources necessary to conduct these annual, regional Retailer Forums.
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RETAILER ADVISORY COUNCIL

Both the Lottery’s Retailer Links program and our proposed Retailer
Forum provide the Lottery with snapshots of the issues and
opportunities experienced by the Retailers at any given fime. In an
effort o provide an opportunity for more long-term and strategic
thinking by the Lottery’s Retailer base, Scientific Games
recommends creafing an ongoing Retailer Advisory Coundil,
comprised of Retailers representing various trade styles, various
geographic regions and various operation sizes that will meet on a
regular, quarterly basis. Both chain and independent Refailers of
varying sizes would participate on the Council, and would provide
ongoing guidance and recommendations o the Texas Lottery and
its partners as well as be a conduit for communication to the
general Retailer bose. Members would be elecied and serve one- or
two-year ferms.

MULTIPLE CONTACT OPTIONS

Scientific Games will endeavor to make it as easy as possible for
any Retailer to receive immediate assistance no matter what the issue. To this end, Scientific Games would ensure that each
Retailer has the following poins of contact in their possession:

@ Their LSR’s phone number

o Their LSR’s District Manager’s phone number

e Retailer Hot Line phone number

o Any web-enabled support sites (e.g., www.xlottery.org/Retailers)

DOCUMENT REDACTED BY TLC - 12-5-10
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Scientific Games will organize a
Retailer Advisory Council on behalf of
the Texas Lottery with an elected
body of Retailer representatives to
provide ongoing guidance and
recommendations as the “voice” of
the broader Retailer network.
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8.3 MARKETING

RFP Reguirement: The Lottery Operator performs a variety of morkeiing activities ossociated with development of player/Retailer promotions and
game development. The following table outlines the marketing requirements.

Scientific Games considers this RFP requirement to be informational, therefore no response is required.

80. Markefing Requirements

SUCCESSFUL

ROLES AND RESPONSIBILITIES PROPOSER TIC

1. Performs analysis and makes recommendations for annual Instant Ticket game plan X
which includes: the infroduction schedule for new Instant Ticket gomes,
recommendations for price point introductions, print quantities and themes

2. Finalizes and approves the fiscal year Instant Ticket game plan and infroduction X
schedule
3. Recommends an overall strategy for Retailer contests and player promotions for X

Lottery Products to the Texas Lottery

4. Advises and makes recommendations concerning under performing games, proposed X
matrix changes, new game development, allocation of prize pool percentages and
functionality changes such as price point per ticket, number of draws, efc.

5. Reviews and takes into considerafion recommendations and, in its sole discrefion, X
approves or rejects changes

6. Provides direction and instructions for markefing Lottery Producis X

7. Markets Loftery Products based on Texas Lottery directions and instructions X

8. Provides the Successful Propaser with the list of Instant Ticket gomes fo be closed X

9. Provides feedback on the st of Instant Ticket games fo be closed X

— Resrost

10. The Successful Proposer shall provide the proposed fiscal year Instant Ticket game plan on or 833

before January 31stannually. This plan will include the recommended number of new Instant
Ticket gomes by price point. The Successful Proposer shall also provide proposed modifications to
the Instant Ticket game product strategy and a three (3) year sales projection for the product
category.

11. The Successful Proposer must actively parficipate and contribute in Instant Ticket game planning/ 8.3.3
review meefings.

EERRE
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- RESPONSE
SECTION(S)

12. The Successful Proposer must recommend a plan to opfimize the initial allocation and distribution 833
of new Instant Ticket games.

'DETAIL REQUIREMENTS

13. The Successful Proposer must provide an annual detailed analysis of all Texas Lottery On-Line 8.3.3
Games. At a minimum, the analysis must include the following:

0. three (3) year sales projections for each game;
b. possible game modifications that may result in maximizing sales; and

¢.  sales projections for any proposed game modifications.

14. The Successful Proposer must provide weekly sales reports and other sales data os required by 8.3.3
the Texas Lottery. The weekly sales reports must include an evaluation of the sales data, the
development of frend analysis, and any recommended actions fo be taken in response to that

dota.
Table 81. Marketing Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must identify the markefing staff whose full-time responsibilities are fo help the Texas Lottery identify new
product and marketing strategies. Proposers must also identify any staff who may assist with these activities, but will not
be assigned to the Texas Lottery account on a full-fime basis (e.g., corporate marketing staff).

3. The Proposer must describe its marketing organization structure and how it will support and optimize Texas Lottery sales.

RESPONSE TO TABLE 81: MARKETING RESPONSE REQUIREMENTS

8.3.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirements 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this saction.
it = e R R R e e et h A e = T T B e R R RSN e T R B i e R g B i

Scientific Games acknowledges and accepis the roles and responsibilities, and will comply, and ofien exceed, the detail
requirements in RFP Section 8.3.
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8.3.2 MARKETING STAFF DEVOTED TO NEW PRODUCT AND MARKETING STRATEGIES

Response Requirements 2: The Proposer must identify the markefing staff whese full-time responsibilities are to help the Texas Lotiery identify new
product and markefing strategies. Proposers must akso identify any staff who may assist with these activities, but will not be assigned 1o the Texas Lottery
account on o full-time basis (e.g., corporate marketing staff).

IN-STATE MARKETING ORGANIZATION (DEDICATED)

As stated in Section 8.2.2, Scientific Games will appoint Anthony Molica as Deputy Director, Sales
and Markefing. Reporting to Tony directly, Scientific Games will assign Christian Ross as Director of
Markefing whose full-time responsibilities will be to help the Texas Lottery identify new product and
markefing strategies. He will be chiefly responsible for the new product development process from
ideation to research to game lounch. Christian has extensive marketing experience, and has spent
almost his entire business career in the lottery industry. He has strong balance of both the creafive
and analytical aspects of marketing, having spent a total of 17 years working for four different
online systems vendors in a range of roles.

Further, we will hire two specialists to assist with the development of new games in both the instants
and online categories. The Instants Product Specialist will be Juson Durbin, currently Instant Account
Manager for Scientific Games in Florida. He has 10 years of direct lottery experience working for
one of the largest U.S. lotteries with one of the most successful instant game programs.

Jason Durbin

The Online Product Specialist will be Liz Dimmick who is currently the Regional Markefing Manager
for Scientific Games for the Tri-state Lotteries of Maine, New Humpshire and Vermont. She is a 23-
year lottery veteran, having worked closely with the New York, Minnesota, and Delaware Lotteries
prior fo her current assignment. Liz has been instrumental in the launch of many new and
innovative new game launches and game enhancements with the Tri-state Lotteries including the
migration of the in-state lotto Megabucks to a S2 price point, the introduction of an instant win liz Dimmick
online product category known as Fost Play, and the faunch of the first multi-state raffle in the U.S.

The Research Associate, Cameron Garrett, will also report to the Director of Marketing, and will work closely with both the in-
state Marketing team and the Corporate Markefing group. His credentials will be described in more detail in Section 8.8.5.

DOCUMENT REDACTED BY TLC - 12-5-10
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In a supplemental role beyond the required Sales and Marketing
required positions, a Retail Execution Manager, Brooke Greene, will
be appointed fo the Texas account, reporfing fo Christian Ross
directly. She will oversee the provision of additional refail support
and implementation of best retail execution praciices for fop
performing store locations by directing and managing the team of
20 Lottery Marketing Representatives (LMRs). Brooke is currently
the Retail Development Manager within the Corporate Marketing
group, but her experience as an in-store marketing support person
in other consumer product categories makes her the ideal person to
direct this group. She will work closely with the Directors of
Marketing and Sales to ensure a coordinated approach within the
refail environment. The goal of the LMR is to provide enhanced
merchandising and sales support services to the fop performing
refailer deciles. These individuals will develop relationships with
new and existing retailers, and provide information and feedback
to maximize sales volume.

The appointed Promotions Manager, Ron Miguel, will also report to
the Director of Marketing. He will work closely with the Texas
Lottery and Scientific Games marketing personnel to identify,
manage, and appropriately staff Lottery-sponsored and aitended
events throughout the year. Ron will be responsible for coordinating
chain and independent store events and promotions with Scientific
Games Corporate Chain Account Manager, Independent Accounts
Manager, and the sales and marketing staff. He will provide regular
acfivity reports and ROI analyses of all events attended to better
determine future event participation.

Ron will further manage the activities of the five Promotion
Coordinators. The Promotion Coordinators will support and
coordinate a wide variety of special event activities to advertise and
promote the sale of lottery products throughout Texas. This team

PART 8: SALES AN

Brooke Greene

' ‘
Ron Miguel

SUPERIOR VALUE

Given the number of years of combined
experience of Christian Ross, Jason
Durbin, and Liz Dimmick in both
marketing principles and the lottery
industry, Scientific Games has provided
the Texas Lottery with its A-feam for
marketing management and full-fine
product development suppori.

will also be responsible for preparing and maintaining the displays, coordinating and tracking the prize giveaways, and actively
participating in the special event itself. Ron has extensive lottery industry experience from both the lottery and vendor
perspective, having worked in the Promotions depariment of the Florida Lottery, heading the sales and marketing depariment
of the New Mexico Lottery, and in an account management position within the Corporate Sales division of Scientific Games.
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CORPORATE MARKETING SUPPORT (NON-DEDICATED)

Under the guidance of Keith Cash, Vice President of Sales, Pam Lee, Senior Regional Sales Director,
will continue to serve as the key Corporate Marketing contact for the Texas Lottery account. The
Lottery is very familiar with Pam’s skills and experience, as she has been the main account
representative for Texas for over six years. Pam also brings her experience from working with
other industry leading lotteries to her role as Senior Regional Sales Director for Texas, including
Massachusetts, Kentucky, Arizona, fo name a few.

Leslie Badger, Senior Direcior, Lottery Product Marketing along with the Corporate Game Design
Team will alse assist with the product development initiatives of the Texas Loitery, but will not be
assigned to the account full-fime. Leslie is o recipient of the 2009 Global Excellence Award in
Marketing, an elite Scientific Games employee award for outstanding accomplishments. In this
case, she was part of a team that won for teamwork based on the successful launch of online
game, Lucky for Life, on behalf of the Connecticut Lottery.

Scientific Games will appoint Game Designer, Charles Boykin, to the Texas Lottery account, but he
will not be physically located in-state. Charles is a Senior Game Designer with great familiarity of
Texos — he received his Masters and PhD in Mathematics from the University of North Texas in
1994 and 2003 respectively.

Jennifer Welshons, Vice President, Global Markefing, together with Ambika Jack, Director of
Global Research, and Eric Mitchell, Senior Director, Marketing Information Systems will all assist
with the account initiatives, but will not be assigned to the Texas Lottery account full-time. Their
credentials and experience will be described in more detail in Section 8.8.4.

Jim Kennedy, Senior Vice President, Sales & Global Marketing, will be the Corporate sponsor and
customer advocate for the Texas Lottery within the Executive ranks of Scientific Games. With over
25 years of lottery industry experience, and having worked in many varied capacities within the
Markefing depariment of Scientific Games, Jim will lend his experience, guidance, and unyielding
support for the Lottery.

- A
Jim Kennedy
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8.3.3 MARKETING ORGANIZATION STRUCTURE (DRs 10, 11, 12, 13 and 14)

Response Reguirements 3: The Proposer must describe its morkeling organizafion structure and how it will suppori and optimize Texas Lottery sales.

In Section 8.3.2, we described the specific personnel who will be responsible, directly and indirectly, for product development
and marketing support for the Texas Lottery. While the extensive marketing and lottery industry experience is evident in all of
our named marketing staff, it is our approach to the structure of the marketing organization that makes Scientific Games unique
and is the foundation of the success we have achieved from supporting our customer network.

With both the marketing and sales departments placed within the same organization, we are able to ensure that we provide our
customers with a coordinated approach that does not result in these two divisions working at odds w**» ~ach other, but in a
unified, collaborative manner, to the benefit of our customers. Also, with the largest and most active  earch group of any
lottery vendor, Scientific Games is best able to incorporate the voice of the player and the retailer in.v wur product development
efforts. We encourage, foster, and practice regularly scheduled, two-way communication between our Corporate Marketing and
in-state Marketing support teams, thereby guaranteeing that our local site marketing staff is not left fo flounder without the
ability to leverage the resources of Corporate Marketing. We are proud of the fact that this unified marketing support is one of
the primary benefits that our customers cite as an advantage of having Scientific Games as their vendor partner.

With the described team in place, Scientific Games stands ready to move the Texas Lottery’s sales and revenues to the next
level of growth. As the industry’s first and premier Fulline vendor and as a leader in the area of Cooperative Services, Scientific
Games is in the unique position of being able to see our customers” business as a whole—not just the instant side of the
business, and not just the online side of the business, but as a complex, multi-faceted operation that must exist in an increasingly
compefitive retail environment. Our customers can rely on our guidance and direction because they know that we are looking at
their business like they look at their business— from the ground up and at every angle.

Scientific Games will provide an annual detailed analysis of all Texas Lottery instant online games and we will actively
participate and contribute in instant ticket game planning/review meetings and recommend a plan fo opfimize the initial
allocation and distribution of new instant ficket games. At a minimum, the analysis will include the following:

a.
b.

{.

d.

Three year sales projections for each game and/or product category;
Possible game modifications to instant and/or online game product strategy that may result in maximizing sales; and
Sales projections for any proposed game modifications.

The recommended number of instant ficket games by price point.

Lastly, Scientific Games will provide weekly sales reports and other sales data as required by the Texas Lottery. The weekly sales
reports must include an evaluation of the sales data, the development of trend analysis, and any recommended actions fo be
taken in response to that data.

This satisfies RFP Table 80, Detail Requirement Nos. 10 through 14.
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PRODUCT PLAN SUMMARY

While not specifically requested by the RFP, it is our hope that the previous pages provide the Texas Lottery with insight info our
approach to product planning and development. As stafed af the beginning of this section, all of our product planning and
development is grounded in extensive markef research, a more detailed description of which can be found in Section 8.8. We
are proud of the fact that we are the most experienced Fulline supplier in the industry, with a truly holisfic view of the Texas
Lottery business. We understand that the Texas Lottery is not solely in the online game business, nor is it solely in the insiant
game business. We understand that the Texas Lottery is in the lottery game business, and that both online and instant games
must not only co-exist with one another, but have the ability to support one another and grow as a result.

We are excited about the possibility of applying our exiensive product planning and development experience — for both instant
and online games — to work for the Texas Lottery and helping them grow sales and revenues for the benefit of all Texans.

3RD LICENSED BRAND PRODUCT PORTFOLIO FOR ONLINE AND INSTANT GAMES

Scientific Games is pleased to include in our base price offering free use of our 3rd party licensed
brand product portfolio for online and instant games — available ot no charge o the Texas
Lottery. This represents a significant value to the Texas Lotiery in both the redudtion of current
instant ficket licensed brand acquisition costs and the possible implementation of 3rd party
licensed branded online games without additional licensing fees would bring an entirely new
markefing and sales visibility fo the online game category with introduction of any new online
games with licensed brand fie-ins.

vl,'r_r-_ci?
IN BASE PRICE

With the entire Scientific Games’ catalogue of industry leading, performance-proven licensed games available in both the instant
and online product categories for no additional expense to the Texas Lottery, the opportunities to reach more casual/occasional
players in both the scratch and online games is a fundamental superior advantage to the Lottery.
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8.4 LOTTERY SALES REPRESENTATIVES

RFP Requirement: Lottery Sules Represeniatives (LSR) Services are ihose activities dealing with sales suppori to Retailers and the promolion and safe
of Lottery Products. LSR functions can be generolly categorized os Retailer setup and fraining, supply and inventory management, and sales and

marketing. Retailers are provided a variety of goods and materials fo support and sell Texas Lottery Producis. These include point of sale materials,
supplies (e.g., playslips, On-Line Ticket stock and printer ribbons) and promotional goods.

Scientific Games considers this RFP requirement to be informational, therefore no response is required.

Toble B2. LSR Service Requiremenis

ROLES AND RESPONSIBILITIES el T

1. Develops, documents and maintains standards and procedures for LSRs X

2. Provides the Texas Lottery a copy of the standards and procedures when changes or X
additions are made

3. Develops LSR ferritory and training schedule X

4. Maintains, updates and changes LSR assignments as necessary X

5. Provides quarterly Lottery Product emphasis and promotional themes X

NEW RETAILER APPLICATION

6. Recruits new Retailers on an ongoing hasis X

7. Receives Retailer application for licensing X

8. Enters Retailer information into the Lotiery Gaming System and notifies the Successful X
Proposer and the Retailer if the Retailer's application is incomplete

9. Assists the Texas Lottery in confacting the Refailer fo request missing information and X
provides the information to the Texas Lottery

10. Finalizes Retailer application entry into the Lottery Gaming System and notifies the X
Successful Proposer after the Retailer’s application has been approved or denied

11. Provides Successful Proposer a report, generated by the Lottery Gaming System, of all X
Retailers that are approved

12. Notifies Refailer of application approval and schedules site visit X

13. Condus site visit and determines opfimal equipment display configuration X

14. Begins process fo setup and install Lottery equipment at Retailer location X

15. Activates account and mails license fo Retailer X

NEW RETAILER SETUP

16. Recommends a type of Terminal to be installed at the Retailer X

L }_ 10060
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SUCCESSFUL
PROPOSER

17. Reviews and approves the type of Terminal to be installed at the Retailer X

ROLES AND RESPONSIBILITIES

18. Orders, delivers, installs playstations, Instant Ticket bins, signage, POS and materials X

19. Assists Retailer with the display of promotional material and signage X
RETAILER RENEWALS
20. Provides report to the Successful Proposer showing expiring Retailer licenses by district X

21. Notifies Retailers of impending license expiration X

22. Proactively works with Refailer to submit application renewal X

23. Assists the Retailer with the completion of the application if the Retailer application is X
incomplete

24. Updates the Lottery Gaming System in order fo disable the Retailer’s Terminal(s) if the X
Retailer’s application is not renewed

25. Retrieves lottery equipment, promotional materials and ticket inventory from Retailer if X
the Retailer's application is not renewed

26. Updates licensing information in the Lottery Gaming System X

DETAIL REQUIREMENTS RESPONSE

SECTION(S)

27. The Successful Proposer must provide Retailers with signage, supplies and other materials as 8.4.0.2
required by the Texas Lottery.

28. The Successful Proposer must provide LSR support fo service the Texas Lottery’s Retailer base. The 8.4.0.2
Successful Proposer must support growth in the Retailer base with an oppropriate increase in the
Successful Proposer’s LR staffing.

29. The Successful Propeser must provide a comprehensive annual incentive plan for LSRs and sales 8403
and business development management, on or before May 31st of each year. This plan must be
updated quarterly based on Texas Lottery Product emphasis guidelines. The Texas Lottery must
approve the incenfive plan before it is implemented and any proposed modification fo the
incentive plon must be submitted to the Texas Lottery for approval prior to implementation.

30. The Successful Proposer must provide a monthly report of all LSR assignments at the Retailer level 8.4.0.2
and by sales district.

EEEER
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RESPONSE
SECTION(S)

| DETAIL REQUIREMENTS

| 31. The Successful Proposer must treat the TLC claim centers as a Retailer location for the purposes of
supply replenishment and point of sale materials.

Tuble 83. LSK Services Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe ifs LSR organization structure and how it will support Lottery Retailers across the enfire
geographic and population diversity of the State of Texas. Proposers must identify the Proposer’s staff fo Retailer ratio
for the provision of Lottery Sales Representative activities.

3. The Proposer must provide an overview of its incenfive plan for LSRs.

4. The Proposer must describe how sales services will be customized to sirategically opfimize sales performance.

RESPONSE TO TABLE 83: LSR SERVICES RESPONSE REQUIREMENTS

8.4.0.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and often exceed, the detail
requirements indicated in RFP Section 8.4.

8.4.0.2 LSR ORGANIZATION STRUCTURE (DRs 27, 28, 30 and 31
Response Requirement 2: The Proposer must describe ifs LSR organization siructure and how if will support Lottery Retailers across the entire

geographic and population diversity of the State of Texas. Proposers must identify the Proposer’s staff fo Retailer ratio for the provision of Lottery Sales
Representalive octivities.

As discussed previously in Section 8.2.3, Scientific Games

While the tasks may vary depending on an individual Retailer’s

Information Redacted
§552.101/466.022/552.139
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need or based on the latest marketing effort, there are a number of standard tasks that each LSR will endeavor to accomplish at

each visit:

Scientific Games is also very conscious of the Texas Lottery’s
Hispanic Retailer and player base, and we would ensure that there
are an appropriate number of multi-lingual LSRs to meet the needs
of these important constituents. In fact, two of our ten identified
District Sales Managers are fully bilingual, Angel Lopez, and Erixon
Feliciano.

Scientific Games will provide Retailers with signage, supplies and
other materials as required by the Texas Lottery, thereby satisfying
RFP Table 82, Detail Requirement No. 27.

As described above, Scientific Games will provide LSR support fo
service the Texas Lottery’s Retailer base. We will support growth in
the Retailer base with on appropriate increase in our LSR staffing.
This satisfies RFP Table 82, Detail Requirement No. 28.

Scientific Games will provide a monthly report of all LSR
assignments af the Retailer level and by sales district, thereby
satisfying RFP Table 82, Detail Requirement No. 30.

“DOCUMENT REDACTED BY TLC - 12-5-10

Information Redacted
§552.101/466.022/552.139

SUPERIOR VALUE

Scientific Games has proactively recruited
two bilingual District Sales Managers among
our Sales Management team. Even though
this is not an RFP requirement, we recognize
the importance of this skill for the state of
Texas. We will also actively recruit a portion
of our LSR and LMR field Sales Support team
to have this capability as well.

g
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Scientific Games will also ireat the Lottery claim centers as a Retailer location for the purposes of supply replenishment and
point-of-sale materials, safisfying RFP Table 82, Deiail Requirement No. 31.

LSR TRAINING

Even with an experienced LSR staff, there is always the need for continued training and education. After all, the environment in
which an LSR must thrive is constantly changing, from the products they support, fo the space those products must occupy, from
new technology to changes in markefing strategy. LSRs must stay on top of everything that affecis their Retailers and the sole of
Lottery games.

Scientific Games has developed a customized Sales Representative
training program that teaches LSRs the best practices of lottery
marketing and merchandising, managing unforeseen issues and
problems, optimizing Retailer communication, overcoming fechnical
issues, providing promotions management, and more. Our LSR
training program also stresses that the LSRs themselves will
ultimately become trainers, helping their Retailers understand and
master the necessary skills to increase sales of lottery produdis and
how a strong lottery presence directly impacts the Retailer’s bottom
line. Scientific Games has created a
customized sales Rep training
program known as Sales Force that
trains our LSR and LMR teams in
retailer execution best practices.

SUPERIOR VALUE

Scientific Games has also recently created o Sales Representative
Forum in which LSRs from our managed sites all over the country
can share ideas, ask questions, offer advice and generally help
themselves and others by drawing on their common experience.
This forum is moderated by Jeff Sinacori, Vice President of Retail
Development, and is conducted monthly by conference call and
webinar to facilitate the various schedules and time zones.

Scientific Games has been actively invelved in the training of LSRs

for several lotteries, induding China where we have successfully trained over 17,000 LSRs. This staggering number enabled us
to really fine tune our training approach and develop the most comprehensive and efficient LSR fraining program in the
industry. We are excited about the prospect of putfing this experience to work for the Texas Lottery.

DOCUMENT REDACTED BY TLC - 12-5-10
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8.4.0.3 LSR INCENTIVE PLAN (DR 29)

Response Requirement 3: The Proposer must provide an overview of ifs incenfive plon for LSRs.

Confidentiality Claimed
Not released
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Confidentiality Claimed
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8.4.0.4 CUSTOMIZING SALES SERVICES TO OPTIMIZE SALES PERFORMANCE

RFP Requirement: The Proposer must describe how sales services will be customized to strategically optimize sales performance.

There are o number of ways, large and small, that Scientific Games would customize sales services fo optimize sales
performance for the Texas Lottery. The most important and crifical of these is the implementation of our Lottery Marketing
Representafive program, referenced earlier in Section 8.3.2 and described in more defail in Section 8.4.1.2. The Lottery
Markefing Representative (LMR) would offer supplemental marketing support to the Lottery’s top performing Retailers in
addifion fo the every two week visit by the LSR.

Other ways that Scientific Games would customize sales services to opfimize sales performance incude:

BI-LINGUAL LMRS

A minimum of five of the LMRs would be bi-lingual to better serve those Retailers that are Hispanic-owned or serve a Hispanic
customer base. Scientific Games would also look for other opportunities to better serve the Hispanic player base with Spanish-
language point-of-sale, how-to-play brochures and other collateral material. A research study that we conducted with Texas
Lottery Retailers indicated that only about half of those polled had received any sort of Spanish-language materials.

SALES SUPPORT
Each LSR would also be equipped with enabling the LSR to spend his or her fime where they can
make the most difference —in the store. OrderPad, which leverages the benefits of provides each LSR with a

Information Redacted
§552.101/466.022/552.139
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For example, form is designed to give the LSR the ability to place instant ficket order:
Another example of ability to help the LSR make customized, Retailer-specific decisions and recommendations is its
Trends may be

determined by graphically comparing retailers’ sales over various periods of time.

GEO-DEMOGRAPHIC SOFTWARE

Another use of our geo-demographic software would be to ascertain where certain Retailers and Retailer types might improve
sales of their Lottery products. Scientific Games is capable of conducting a number of analyses to determine where a specific
Retailer or group of Retailers might improve their performance including historic sales data, a survey of geographically
proximate retailers, traffic patterns, sales in like trade styles and other metrics that suggest minimum sales levels. These
analyses will enable us to develop customized improvement plans for each under-performing retailer which outlines the steps
necessary to reach and exceed those minimum sales levels.

HIGH VOLUME RETAILERS
While Scientific Games believes that every Retailer should be visited by their LS , we understand that
some . Our District Sales

Manager will work with the LSRs to determine which Retailers
customized, LSR-specific plan to accommodate these Retailers.

LSR AND FIELD SERVICE TRUNK STOCK

All LSRs and Field Service staff
. In this way, both LSRs and Field Service staff can provide customized inventory
assistance which optimizes the potential for increased sales.

o BAEEE
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8.4.1 RETAILER VISIT

RFP Requirement: Fach Retailer receives scheduled visits by a LSR. LSRs play a critical role in promoting Texas Lottery Producs to Retailers. LSR visits
are tailored based on the needs of the Refailer and guidelines provided by the Texas Lottery. The Retailer visits serve a variety of purposes, but the
functions can be generally categarized as Refoiler setup and fraining, supply and inventory manogement, and soles and marketing. The following table
identifies the Retailer Visit requirements.

Scientific Games considers this RFP requirement fo be informational, therefore no response is required.

SUCCESSFUL

TLC

PROPOSER

1. Provides annual sales cycle schedule X

2. Approves annual sales cycle schedule X

3. Visits Retailers based on the agreed upon sales cycle schedule X

4. Educates Retailers on new Lottery Products (what's special /different), Retailer/player X
contests and new promofions

5. Trains Retailers on new upcoming Lottery Products (including but not limited to: X
marketing differences, key marketing aspects, etc.) and answers any game-related
questions

6. Trains Retailers on Terminal operations, and Lottery processes, procedures and Retailer X
regulatory requirements as directed by the Texas Lottery

7. Conducts a physical inventory of Instant Tickets and On-Line Ticket stock and calls in X
ticket orders as needed

8. Displays new promotional materials, checks that promotional signage is properly X

displayed, optimizes placement of Instant Ticket dispensers, checks brochure and play
slip inventory, ensures playstations are neat and orderly, and checks the inventory of
other supplies (printer ribbon, ticket claim forms, Retailer adjustment forms, efc.)

9. Determines signage or promotional material needs for the next scheduled visit X

10. Works with Retailers on in-store merchandising efforts, marketing and sales techniques X
to promote Lottery Producis

DETAIL REQUIREMENTS RESPONSE

SECTION(S)

11. The Successful Proposer must provide an automated tracking and reporting system o track LSR 8.4.1.2
visits to Retailer locations via the Lottery Gaming System.

DOCUMENT REDACTED BY TLC - 12-5-10
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DETAIL REQUIREMENTS

12,

The Successful Proposer must visit each Retailer at least once during each two (2) week sales
cycle regardless of sales level or geographic region. As the Retailer network increases, the
Successful Proposer shall be required to increase the staffing requirements to maintain the
visitation and support responsibility requirements. The Successful Proposer must submit the sales
cycle schedule to the Texas Lottery on an annual basis for each State fiscal year no later than
August 1 each year.

RESPONSE
SECTION(S)

8.4.1.2

13.

The Successful Proposer must provide a plan, for approval by the Texas Lottery, to supplement
the staffing, visitation and support requirements outlined in #12 of this Section o drive enhanced
Retailer sales levels.

8.4.1.2

14.

LSRs must deliver sell-in, advertising and other materials to all Retailers in their ferritory within
the designated sales cycle schedule, unless otherwise authorized by the Texas Lottery. All
advertising materials must be delivered two weeks prior to the start of a new Lottery Product
unless otherwise authorized by the Texas Lottery.

8.4.1.2

15.

LSRs must properly process, assign and return On-Line Ticket stock according to Texas Lottery
rules and procedures.

8.4.1.2

16.

LSRs must develop and administer promotional programs with Refailers in their ferritory.

8.4.12

17.

LSRs must position and maintain Instant Ticket dispensers at all Retailer locations, replace any
faded or broken dispensers, and maintain an optimum sales environment for Instant Tickets.

8.4.1.2

18.

LSRs must meet Retailer safisfaction targets as set by the Texas Lottery. Annual Retailer
satisfaction levels, as measured by the Texas Lottery through a statewide sampling of Retailers
regarding LSR service and performance, shall be equal fo or greater than 90%. The Successtul
Proposer shall provide corrective action plans fo the Texas Lottery fo address missed Retailer
satisfaction targets.

8.4.1.2

19.

When a Retailer’s license fo sell Texas Lottery tickets is terminated or suspended, LSRs must
recover the license and all materials provided fo the Retailer by the Successful Proposer or the
Texas Lottery. These visits are high priority and may require a same Day visit. LSRs shall be
required fo coordinate with all parties in order to recover and return the property.

8.4.1.2

20.

On a continuing basis, LSRs shall inform the Texas Lottery about any regulatory issues, ownership
changes, or any other condifions that might impact a Retailer's license.

8.4.1.2
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RESPONSE
SECTION(S)

21. At the request of the Texas Lottery, LSRs shall be directed to visit a Retailer(s) on an emergency 8.4.1.2
basis o assist the Texas Lottery in reirieving information, equipment, inveniory, efc., from the
Retailer. The LSR shall report back to the Texas Lottery the status of the visit as required by the
Texas Loitery.

_DETAIL REQUIREMENTS

22. The Successful Proposer must monitor and manage LSR performance to ensure that all LSR visit 8413
standards are being met.
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RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe its overall approach to Retailer visits and support. The Proposer must describe its plan for
enhanced visits fo Refailers that exceeds the minimum required visits for general support and sales activity and that
emphasizes sales opfimization among the Retailer base. The Proposer must provide an overview of the methodology and
strategy that will be used to enhance sales.

3. The Proposer must describe how it will monitor and manage LSR performance to ensure that all LSR visit standards are

being met.
Table 86. Retailer Visit Service Levels
3.60.51 LSR Visits
3.60.52 Retailer Satisfaction
3.60.53 Failure fo Properly Process or Assign On-Line Ticket Stock

RESPONSE TO TABLE 85: RETAILER VISIT RESPONSE REQUIREMENTS

8.4.1.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepfs the roles and responsibilities, and will comply with, and often exceed the detail
requirements indicated in RFP Section 8.4.1.
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Information Redacted

8.4.1.2 RETAILER VISITS AND SUPPORT (DRs 12 and 13)  §552.101/466.022/552.139

Response Requirement 2: The Proposer must describe ifs overall approach to Refailer visits and support. The Proposer must describe ifs plan for
enhanced visits to Retailers that exceeds the minimum required visits for general support and sales activity and that emphasizes sales optimization among
the Retailer base. The Proposer must provide an overview of the meihodology and sirategy that will be used to enhance sales.

Scientific Games will visit each Retailer at least once during each two week sales cycle regardless of sales level or geographic
region. As the Refailer network increases, Scientific Games understands we will be required to increase the staffing requirements
to maintain the visitation and support responsibility requirements. We will submit the sales cycle schedule to the Texas Lottery on
an annual basis no later than August 1 each year. This safisfied RFP Table 84, Detail Requirement No. 12.

Scientific Games will also provide a plan, for approval by the Texas Lottery, to supplement the staffing, visitation and support
requirements outlined in RFP Table 84, Detail Requirement No. 12 fo drive enhanced Retailer sales levels, thereby satisfying
Detail Requirement No. 13.

Fach LSR

form is designed to give the LSR the ability to quickly recap the retailer visit, indicafing the work performed
during the visit and what issues need further attention. Once completed, the

Detail Requirement 11.

For example, a new instant game launch would have fasks that need to be completed at each retailer. Those tasks might be (1)
sell-in game to owner/manager, (2) train dlerks, (3) hang dangler, (4) place window sign and (5) place poster in play station.
The project may have a completion date of 2 weeks in the future. As LSRs visit each retailer, they mark each task as complete. As
the week progresses, both the LSR and the Seles Management team can audit the percentage of completion achieved for the
entire project and for each individual task. Sales Management can check completion rates for territories, entire regions and
stafewide as well.

Other LSR duties will include:

RFP HO. 362-10-G001 ® JUNE 30, 2010 @ TEXAS LOTTERY COMMISSION
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Accomplishing the above listed duties satisfies Table 84, Detail Requirements 14, 15, 16, 17 and 19, 20, 21. Each LSR will also
strive fo exceed Retailer satisfaction fargets sef by the Lottery, equal to or greater than 90%, and Scientific Games will provide
corrective action plans to the Lottery fo address any missed satisfaction fargets, thereby satisfying Table 84, Detail
Requirement 8.

Confidentiality Claimed
Not released
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Confidentiality Claimed
Not released

8.4.1.3 LSR PERFORMANCE (DR 22)

Response Requirement 3: The Proposer must describe how if will monitor and manage LSR performance o ensure that all LSR visit standards are
being mel.

Scientific Games will provide the Texas Lottery Commission with an annual sales cycle schedule. As discussed elsewhere in this
proposal and in detail in Section 8.2.4, Scientific Games

Information Redacted
These LSR visits are structured o accomplish a number of tasks, induding: §552.101/466.022/552.139

As stated previously in this response, our goal for the LSRs is to maintain and hopefully exceed the current high safisfaction
marks that the Lottery currently enjoys with ifs Retailers. To this end, we will monitor and manage LSR performance fo ensure
that all Retailer visit standards are being met and to provide the Lottery with corrective action plans to address any missed
Retailer satisfaction targets. This satisfies RFP Table 84, Detail Requirement No. 22.
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Also, since each LSR

checklist might have the following items to be completed:

Al of this is information, including which duties were completed and which were not, would be accessible by Sales management
and any appropriate Lotlery personnel so that the LSR's progress and performance can be checked at any given fime.

As an separately priced Offered Option, Scientific Games would also engage the services of a

third party mystery shopper to audit retail locations for properly placed product and point-of- E—‘
sale material. These audits, which could be part of an overall incentive plan for both LSRs and ==
Retailers, could be at various fimes and ongoing fo keep LSRs and Retailers constantly aware of :

their lottery product marketing and merchandising efforts. Having an ongoing, third party wrreged

mystery shopper program also ensures that the evaluations being conducted are more objective,
resulting in actionable outputs.

Having both LMRs and LSRs in the Lottery’s top performing Retailers also provides a system of checks and balances between the
two branches while enabling one to assist the other with the common goal of increasing sales at retail.

Part of this effort to maintain the high visit standards expected of the LSRs is ongoing training and communications to ensure
that the LSRs are working with all the latest information, materials and resources necessary to ensure their Refailers’ success.
Scientific Games staff ot the Supervisor and Manager level will also conduct regular ride-arounds with the LSRs to ensure that all
duties and responsibilities are being performed at the highest possible level. Annually-scheduled performance reviews will also
be conducted so that input and feedback can be given to the LSRs about how they might improve their performance based on
objectives set, and a review of accomplishments.

8.4.2 LSR TICKET RETRIEVAL, TRANSFERS AND RETURNS

RFP Requirement: Instant Tickets may be retrieved for various reasons during the LSR’s regularly scheduled sales cycle visit or during an emergency
visit that is requested by the Texas Lottery. The LSR is responsible for optimizing the inventory mix af refail locations in coordination with Retailers. LSRs
can transfer full packs between retail locations or arrange for the return of full packs of fickets upon the request of the Retailer. Damaged and other
unsaleable tickets may be returned and Retailers may be charged an administrative fee or credited for the return of the fickets.

“DOCUMENT REDACTED BY TLC - 12-5-10

RFP NO. 362-10-0001 @ JUNE 30, 2010 @ TEXAS LOTTERY COMMISSION

o



" PART 8: SALES AND MARKETING

RFP NO. 362-10-0001 ® JUNE 30 2010 ® TEXAS LOTTERY COMMISSION

There are three types of fickef refurns that occur from Retailer locations: partial pack returns, full pack returns and manual returns. LSRs are responsible
for ihe refurn ficket processes af the Retailer level. This section covers the steps fo transfer fickets from the Refoiler location through verification and
return processing af the ceniral distribution warehouse facility.

Following the retrieval of tickess from the Retailer:

1. Manval (Damaged, Defective, Retailer Sales Terminal unavailable for processing, eic.) pack ficket returns are delivered 1o the central distribution
warehouse for credit to the Refailer's account and refention for destruction.

2. Full pack ficket returns {processed by Terminal ot Retailer) will be delivered to the central distribution warehouse for verification and destruciion or re-
distribution based on the status of the game.

3. Partial pack ticket returns (processed by Terminal at Retailer) will be delivered to the central distribution warehouse for verification of the range of
fickets returned and retention for destruction.

The following table identifies LSR Ticket Retrieval, Transfers and Refurns requirements.

Scientific Games considers this RFP Requirement to be informational, therefore no response is required.

Table 87. LR Ticket Retrieval, Transfers and Returns Requirements
SUCCESSFUL
ES AND RESPONSIBILITIES TLC
HOL PROPOSER
1. Optimizes the inventory mix af retail locations through pack transfers to other retail X
locations and returns upon the request of the Retailer
2. Picks up Instant Tickets from Retailers X
3. Recovers fickets from other locations (including but not limited to police stations, other X
governmental agency offices, Texas Lottery claim centers, efc.) as directed by the Texas
Lottery
4. Uses Retailer Sales Terminal to process refurns of Instant Ticket inventory according to X
processes approved by the Texas Lottery
5. When Retailer Sales Terminal is not available for Instant Ticket returns, documents X
return manually on forms and in accordance with processes approved by the Texas
Lottery
6. Returns tickets fo the central distribution warehouse or delivers to other Retailer(s) X
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Texas Lottery, for Retailer-to-Retailer pack fransfers of full packs of Instant Tickets and rolls of
On-Line Ticket stock. The processes and/or procedures must identify the methods for carrying
out these transfers and the security and control measures that will be put in place and how
system records will be maintained.

| RESPONSE
'DETAIL REQUIREMENTS
- SECTION(S)
7. LSRs shall be required by the Texas Lottery to: 8422
0. recover unsold Instant Tickets, accounting forms or other materials from Refailers within
their territory;
b. document the recovery of unsold Instant Tickets, accounting forms or other materials from
Retailers as prescribed and directed by the Texas Lottery; and
¢. deliver the unsold tickets and documentation, accounting forms or other materials from
Retailers s prescribed and directed by the Texas Lottery.
. The Successful Proposer must have a process that ensures Instant Tickets are returned from 8.4.2.2
Retailers, field offices, and other locations in an accurate, timely and secure manner. The process
must address both full and partial pack inventory returns. Ticket returns include returns
processed through the Retailer Sales Terminal and manual returns when the Terminal is
unavailable. Approval of the process is at the sole discretion of the Texas Lottery. The process
must ot a minimum address the following:
a. Preparation of documentafion listing Instant Ticket inventory returned;
b. Accuracy of documentation listing Instant Ticket inventory returned;
¢.  Procedures for resolving discrepancies relufing to Instant Ticke! inventory refurned:
d. Utilization of Retailer Sales Terminals for processing Instant Ticket inventory returned;
e.  Physical security of Instant Ticket inventory refurned;
Standard schedule for transporting Instant Ticket inventory from point of pick up to
warehouse;
g. Methods to he utilized for transporting Instant Ticket inventory refurned; and
h.  Methods to be utilized for expedited transport of Instant Ticket inventory.
. The Successful Proposer must develop processes and/or procedures, subject to approval by the 8.4.6.3

o, ZHEED
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Table 88. L5R Ticket Retrieval, Transters and Refurns Response Requirements

RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilifies and detail requirements indicated in this
section.

2. The Proposer shall describe how it will perform ticket retrieval, transfers and returns to optimize the inventory mix at
retail locations in coordination with Retailer.

3. The Proposer must describe how Retailer-to-Retailer pack transfers will be utilized to optimize inventory availability.
Proposers must describe the methods for carrying out these transfers and the security and control measures that will be
put in place and how system records will be maintained.

Toble 89, LSR Ticket Retfrieval Transters and Returns Service Levels

SLR NAME

3.60.54 Improperly Processed Packs of Instant Tickets

RESPONSE TO TABLE 88: LSR TICKET RETRIEVAL, TRANSFERS AND RETURNS RESPONSE
REQUIREMENTS

8.4.2.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accep! the roles and responsibilities and detoil requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and will comply with, and often exceed, the detail

requirements indicated in RFP Section 8.4.2.
Information Redacted

8.4.2.2 TICKET RETRIEVAL TRANSFER AND RETURNS SSRGS

Response Requirement 2: The Proposer shall describe how it will perform ticket retrieval, tronsfers and returns to opfimize the inventory mix of retail
locations in coordination with Refailer.

Scientific Games is experienced in the retrieval, fransfer and return of ficket packs so that the inventory mix ot each retail
locations is optimized.

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted
Additionally, each LSR will: §552.101/466.022/552.139

Accomplishing the above tasks satisfies Table 87, Detail Requirement No. 7.

Satisfying Table 87, Detail Requirement 8, Scientific Games' Instant Ticket return process ensures that all Instant Tickets are
returned from Retailers, field offices, and other locations in an accurate, timely and secure manner. The process accommodates
both full and partial pack inventory returns. Scientific Games' Instant Ticket return process also accommodates refurns processed
through the Retailer Sales Terminal as well as manual returns when the Terminal is unavailable.

Scientific Games understands that its Instant Ticket return process must be approved by the Texas Lottery and will, of o
minimum, address the following:

o Preparation of documentation listing Instant Ticket inventory returned

o Accuracy of documentation listing Instant Ticket inventory returned

e Procedures for resolving discrepancies relating fo Instant Ticket inventory returned

o Utilization of Retailer Sales Terminals for processing Instant Ticket inventory returned

@ Physical security of Instant Ticket inventory refurned

o Standard schedule for transporting Instant Ticket inventory from point of pick up to warehouse
o Methods to be utilized for transporting Instant Ticket inventory returned

o Methods to be utilized for expedited transport of Instant Ticket inventory

8.4.2.3 RETAILER-TO-RETAILER PACK TRANSFERS (DR 9)

Response Requirement 3: The Proposer must describe how Retailer-to-Retailer pack transfers will be utilized to optimize inventory availability.
Proposers must describe the methods for carrying out these transfers and the security and control measures that will be put in place and how system

records will be maintained.

An [SR
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RFP NO. 362-

Online ticket stock returned by Retailers shall

Information Redacted

8.4.3 INSTANT TICKET GAME CLOSE W352.101/465.022/552.139

RFP Requirement: The Texas Lottery mokes the determination to dose an Instant Ticket geme based on business rules esiablished by the Texas Lottery.
The Texas Lottery currently dloses games based on one or more of the following four criteria:

1. All the top prizes in the gome have been doimed:
2. Over 85% of the Instant Tickefs for ihe game have been sold:
3. The Instant Ticket gome is under performing; or

4. A business decision, which could include an emergency gome close where there is o problem with the gome that the Texas Lottery has defermined
necessitates closing the gome.

After an Instant Ticket game is declared closed, any remaining Instant Tickets (and packs) for the game must be collected by LSRs and reconciled against
Instant Ticket inventory records.

Scientific Games considers this RFP requirement fo be informational, therefore no response is required.

ROLES AND RESPONSIBILITIES Lo e
1. Nofifies the Successful Proposer of Instant Ticket game closing dates X
2. Stops distributing Instant Ticket game to Retailers when instrucied to do so by the Texas X

Lottery
3. Nofifies LSRs to pick up closed Instant Ticket game inventory from Retailers X

RESPONSE

SECTION(S)

4. The Successful Proposer must enter the game “call” and/or “end of game” information into the 8.4.7.2
Lottery Gaming System within four (4) business hours offer notification from the Texas Lottery.

5. The Successful Proposer picks up Instant Ticket game inventory from Retailers within 45 Days of 8.4.7.2
the “call” date or as required fo ensure games are removed from Retailer locations per Texas
Lottery procedures.
Table 91. Instont Ticket Game Close Response Requirements

RESPONSE REQUIREMENT '

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe its process for handling Instant Ticket Game close.

DOCUMENT REDACTED BY TLC - 12-5-10

10-0001 @ JUNE 30, 2010 ®TEXAS LOTTERY COMMISSION



PART 8: SALES AND MARKETING

RESPONSE TO TABLE 91: INSTANT TICKET GAME RESPONSE REQUIREMENTS

8.4.3.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.
e o it e S e ] Y e i Rt L B P R e o B S = e A e R i e i

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and often exceed, the detail

requirements indicated in RFP Section 8.4.3.
Information Redacted

8.4.3.2 INSTANT TICKET GAME CLOSE (DRs 4 and 5) §552.101/466.022/552.139

Response Requirement 2: The Proposer must describe its process for handling Instant Ticket Game close.
e e e e e S I

Scientific Games has managed instant fickets, as a printed product, os a warehouse/distribution commodity, and as a resource to
be monitored/managed through our Lottery Gaming System products. Our operations staff in dozens of jurisdictions has
designed, implemented, and performed numerous instant game procedures, including the closing of instant games.

We understand the four presented reasons for dosing a Texas instant game.

We will ensure that our Texas operations staff will enter end-of-game information within four hours following nofification from
the Texas Lottery, thereby satisfying RFP Table 90, Detail Requirement No. 4.

We are familiar with the process of collecting ouistanding tickets for a closed game and preparing them for destruction. We will
pick up from retailer locations instant tickets for a closed game within 45 days of the call date or as specifically required by the
Texas Lottery. We will always comply with the latest Texas Lottery procedures and policies. We will assist in the reconciliation of
inventory through system reports and pack status changes. This satisfies RFP Table 90, Detail Requirement No. 5.

y DENER

FIC GAMES
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GAME CLOSE REPORTING

AEGIS-EF will perform game-end accounting for dosed instant games. Scientific Games will provide the appropriate end-of-gome
accounting reports upon request for a particular game, induding summaries and detail reports, providing the following data
elements:

Information Redacted
§552.101/466.022/552.139

Specific end-of-game reports include the following:

EREER
DOCUMENT REDACTED BY TLC - 12-5-10 % Ensum
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GAME CLOSE PROCESS

Following is the general process used fo dlose an instant game; during the business requirements collection phase of the
implementation project, we will customize these steps to be consistent with Texas Lottery procedures, practices, and policies.

m BEEER
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Information Redacted
§552.101/466.022/552.139

GAME CLOSE STATUS TRANSITIONS

standard

Figure 8.4-7: Game Close Status Transitions

Figure 8.4-7 is an emalgam of

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted

; . " §552.101/466.022/552.139
Figure 8.4-7: Game Close Status Transitions
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8.5 RETAILER CONTESTS AND RETAILER-BASED PLAYER PROMOTIONS

RFP Requirement: Retailer Contests and Piayer Promotions are ufilized to optimize Lottery Product sales. Throughout the year, the Texas Loftery
determines which Lottery Products are fo be used in o contest and/or promotion. The following fable identifies Retailer Contests and Reiailer-bosed Player
Promotions reguirements.

Scientific Games considers this RFP requirement to be informational, therefore no respanse is required.

Table 92. Retailer Contests and Retuiler-hased Player Promaotions Requirements
ROLES AND RESPONSIBILITIES ey T
ON-LINE GAMES
1. Performs analysis and prepares reports evaluating the success of prior contests and X
promotions in recommending future promotions
2. Recommends the Retailer Contest and/or Player Promotion parameters X
3. Approves Retailer Contest and/or Player Promotion parameters X
4. Enters parameters for a Retailer Contest and/or Player Promotion for an On-Line game X
info the Lottery Gaming System
5. Distributes promotional materials X
6. Provides ongoing and final reporting related to the On-Line game promotion to the X
Texas Lottery
7. Delivers prizes to Retailers and receives sign-off for receipt of prizes X
8. Provides documentation of prize receipt confirmations o the Texas Lottery as requested X
INSTANT GAMES
9. Performs analysis and prepares reports evaluating the success of prior contests and X
promotions in recommending future promotions
10. Recommends the Retailer Contest and/or Player Promofion parameters X
11. Approves Retailer Contest and/or Player Promotion parameters X
12. Distributes promotional materials X
13. Administers contest for an Instant Ticket game promotion, and provides list of Retailer X
and/or player winners fo the Texas Lottery
14. Delivers prizes to Refailers and receives sign-off of receipt of prizes X
15. Provides documentation of prize receipt confirmations fo the Texas Lottery as requesied X
16. Delivers prizes to the players X

DOCUMENT REDACTED BY TLC - 12-5-10 %
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RESPONSE
DETAIL Rmummmrs SECTION(S)

17. The Successful Proposer must recommend incentive programs for Retailers, including when such 8.5.3
programs should be inifiated and appropriate analysis reflecting the benefits of such programs in
optimizing revenue to the State from sales of Texas Lottery Products.

18. On or before May 31st each year, the Successful Proposer must provide an annual incentive 8.5.3
program plan, based on the State fiscal year, for Retailers for approval by the Texas Lottery.
Proposed changes to this plan must be submitted to the Texas Lotiery for prior approval.

19. The Successful Proposer must deliver the list of winning Retailer(s) within five (5) Working Days 8.5.3
of the condusion of the contest. Upon approval of the list by the Texas Lottery, the Successful
Proposer must deliver the prizes to the winning Retailer(s) within thirty (30) Working Days and
provide signed receipts from the winning Retailer(s) to the Texas Lottery.

20. The Successful Proposer must provide to the Texas Lottery a stand-alone, automated Random 8.5.3
Number Generator (RNG), plus one backup RNG, cerfified by a third party fo support player
and/or Retailer incentives or promofions.

21. The Successful Proposer must provide and support a Weh-based system, based on Texas Lottery 7.6.34
requirements, for a player registration program that involves registering players for various
informational, promotional (e.g., unique player-printed coupons, reward tracking, etc.), and data
gathering purposes. This will be done in conjunction with a Texas Lottery website and the
database must be accessible to Texas Lottery personnel. The Successful Proposer must store
player information, based on Texas Lottery guidelines, in a database that permits ad hoc inquiry
and reporting activities in addition to routine scheduled reporting. The Successful Proposer must
convert any existing player registration data to this new system. The Successful Proposer must
accommodate banners on the Web pages that may employ advertising, promotions, efc.,
approved by the Texas Lottery. The Web-based system must be able to communicate with ployers
using different messaging formats including, but not limited to, Really Simple Syndication (RSS),
fext messaging, efc., consistent with current technology. The interface for players to access this
Web site should be very intuitive and user friendly.

Table 93 Retoiler N Aanagemer il Respanse Re
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe how it will utilize Retailer and player contests and promotions to increase Instant and On-Line
ficket sales.
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Table 93, Retailer Monagemeni Response Requirements

RESPONSE REQUIREMENT

3. The Proposer must describe its incentive programs for Retailers, including when such programs should be initiated and
the benefits of such programs in maximizing revenue fo the State from sales of Texas Lottery Producs.

RESPONSE TO TABLE 93: RETAILER CONTESTS AND RETAILER-BASED PLAYER PROMOTIONS
RESPONSE REQUIREMENTS

8.5.1 ACKNOWLEDGMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and often exceed, the detail
requirements indicated in RFP Section 8.5.

8.5.2 CONTESTS AND PROMOTIONS

Response Requirement 2: The Proposer must describe how it will ufilize Retailer and player contests and promotions to increase Instant and On-Line
fickef sales.

Scientific Games has long understood the impact that a strong promofional schedule can have on sales and has worked in
partnership with both our instant and online customers to build a robust promotional portfolio. Scientific Games stands ready to
put this promotional experience to work for the Texas Lottery and is prepared to recommend, execute and analyze online and
instant game promotional programs designed to increase sales and revenues for the Texas Lottery and ifs refailers.

Scientific Games' promotions portfolio includes retailer incenfive programs, retailer and player contests and promations, and
even Web-enabled games and promotions capable of extending the Texas Lottery brand and providing additional opportunities
to drive sales. Scientific Games looks forward to recommending an overall strategy for retailer confests and player promofions
to the Texas Lottery. Our has the capability of providing a broad range of promotional features
for the Texas Lottery to implement.

Additionally, using the Scientific Games is pleased to offer n and Second Chance
Drawing modules fo the Texas Lottery os part of our base offering. A detailed description of this comprehensive product group is
found in Section 7.6.3.4.

Information Redacted
§552.101/466.022/552.139
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PROMOTION ENGINE CAPABILITIES

Scientific Games has designed its to include a robust promotions management module. Legacy lottery
systems built promotions into the transaction processing engine, which means that every fime a lottery wishes to implement a
new promotion, development fime needs to be invested fo program and fest the promotion on the transaction engine. This
development and testing time lengthens and delays the launch to market and increases overall risk to the integrity of the
system.

Scientific Games’ vast promotional library, easily implemented on the , provides a broad range of promational
features and functionality which we describe in detail in Section 7.6.3.2. Promofions are excellent tools for introducing lottery
products to non-players, new games fo the existing and potential player base, increasing sales among current players, or
incentivizing refailers and/or clerks to promote the lottery’s products, network-wide, with a specific chain, or even at a single
retail location.

Fully realizing the importance of promotions, Scientific Games has developed a dynamic and versatile promotion engine that will
enable the Texas Lottery to implement different types of promotions concurrently in different parts of the state and with
different levels of intensity. The is easily able fo handle more than one promotion af a time; in fac, we
frequently run multiple promotions on multiple games in many of our dlient states, facilitating the ability for lotteries o support
a mulii-faceted promotions program. The lead time required from idea creation until actual implementation will fit well within
the Lottery’s planning calendar.

After the initial set-up, parameters can be changed in a relatively short

time frame allowing the Lottery to capture promotional opportunities as
they arise. Graphical images known as bitmaps with tailored marketing
messages, gome logos, promotional teasers, or partner brands can be

for
Tuesda

Double the 3

easily downloaded to transcend the online ticket from simply a “bearer’s Twif:ethe Fun!
instrument” to a “sales piece” as illustrated in Figure 8.5-1. :}f;yp-'l;kg . o gt LS
T oo = TS

We believe the goal of promotions is to increase player trial of a game or
to generate additional revenue o, ideally, both. The chances of success are
amplified if you focus both on the lottery players as well as your retailers.
Promotions elicit the most play when the front line sales people—the Figure 8.3-1: Promotional Bitmap Exampl
refailers through their derk staff—ensure that players are aware of the

promotions.
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8.5.3 RETAILER INCENTIVE PROGRAMS (DRs 17, 18, 19 and 20)

Response Requirement 6: The Proposer must describe ifs incentive programs for Retailers, including when such programs should be inifiated and the
benefits of such programs in maximizing revenue to the State from sales of Texas Lottery Products.

Scientific Games believes in the power of incentivizing retailers towards betier performance and higher sales. After all, higher
sales not only benefit Texas children, but the retailer as well and are a good reminder of how valuable Lottery products are to
his/her bottom line. To this end, we will provide the Texas Lottery with an annual incentive plan for its retailer network by May
31 of each year. This safisfies RFP Table 92, Detail Requirement Nos. 17 and 18.

Scientific Games understands that retailer incentives can be ufilized to achieve a number of objectives, induding the bolstering of
new or existing product sales across the entire retailer network, or to help specific, low-performing retailers improve their
individual store sales. Our retailer incentive portfolio is diverse and by ufilizing these incentives, the Texas Lottery will
accomplish all of these objedives and more.

Scientific Games also understands that a strong retailer incentive program portfolio includes incentives for all types of refailers,
from chains to mom and pops to grocery stores, and for all levels of the retailer network, induding clerks, managers, owners,
and the corporate level.

While we believe that there should always be some sort of retailer incentive program in the marketplace at any given fime, we
recommend a variety of programs to generate interest and excitement and fo facilitute pariicipation among all refailers. After
all, it is a lot easier (and less expensive) to reach and mofivate your almost 17,000 retailers than it is to reach and mofivate
many millions of players. But a properly motivated and excited retailer base can pass that excitement and mofivation down to
its customers, creating a domino effect that leads to increased sales. Retailers are the Lottery’s ambassadors and a well designed
incentive program will mofivate retailers o be an advocate for the Lottery’s many games fo their customers.

Confidentiality Claimed
Not released
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Confidentiality Claimed
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8.6 PROMOTIONAL EVENTS AND RETAILER PROMOTIONS

RFP Requirement: The Texas Lottery works with the Lottery Operaior io select promotional selfing events and in siore Reloiler promotions thal create
awareness and inferest for Texas Lottery Products among adulf Texans. The sole of Loftery tickets af selling events and conducting in-store Retailer
promotions are infended fo increase produc irial and educate new and poiential players about Lottery Products. The Texas Lotiery ako conduds preduct
irial events where Lotfery Produdls are nof sold.

TLC promotions emphasize creafing awareness of Lottery Products, their availability in certain refail environments and product trial. Promotional Instant
Tickets and promational items may be distributed at these events. Refailer promotions, selling events, non-selling events, Retailer sales incenfives, and
media promotions are used in coordination fo create awareness, inierest and trial of Lottery Producs.

Promotiong! Events

The Texas Lottery currently participates in approximately 70 fo 80 community and sfotewide fairs, festivals and events around the State of Texas each
year. The events include seliing and non-selling (produd frial) events and range from single-day smaller community events (e.g., minor leogue boseball
games, eic.) to the State Fair of Texas which operates for approximately one month each Fall.

Retailer Promotions
Alist of current Retailer promotions types and their description is detailed below:

ive Porticipgiion

o (ustomer Appreciation Events — The Lottery Operator provides a promotional trailer, equipment and staff for Retailer spocial events, anniversary sales
or grand openings. The Loitery Operator coordinates the promotion with the Refailer and provides POS to advertise the event. The Refailer is required
to sell tickets from the frailer and supply prizes for the spinning whesl used for Lottery promotions. The Refailer may be required o provide media
supporf such as radio remotes, TV or newspaper advertising, and promational flyers as approved by the Lotfery.

o Spin & Win Events — The Lottery Operator conducts promotions using the Lotfery spinning wheel at Refailer locations. The Loffery Operator coordinates
the promotion with the Retailer, provides POS fo advertise the event, and brings equipment and staff for the promotion. Players are required fo
purchase Texas Lottery fickets in order te spin the wheel and win promotional prizes provided by the Texas Lottery and the Retailer

o Ambassador Promotions — The Lottery Operator conducts Ambassador Promotions. Lottery Operator staff work at the Retailer locotion during a
designated period fo act as a Lottery Product ambassador engaging customers and teaching them about Lottery Products and/or the equipment used
to sell Lottery Producis (e.g., player-activated equipment, etc.). Players receive a promotional item or other prize provided by the Retailer with a
eligible Lottery purchase.

Puossive Participation Evenis

e Retailer Store Znd Chance Drawings — The Lotfery Operator supplies Retailers with a drawing box, entry forms, Texas Lottery promofional items and
POS advertising the dotes ond times of the drawing. The Retailer is required to provide u prize(s) from the store. Players with a non-winning Lottery
ficket get fo enter their fickef info the drawing for a chance fo win a prize. No purchase can be required for this promotion.

@ /sk for the Sale — The Lottery Operator provides Refailers a designated number of Instant Tickets (provided by ihe Texas Lotiery), derk stickers, and
POS to promote the Ask for the Sale promofion. The Ask for the Sale promotion is o way fo increase Lottery sales and fo frain employees fo olways ask
for the sale. If a clark forgets to ask the customer if ha/she would fike to purchase a Loitery Produd, the cusiomer will receive a free Instant Ticket,
After the promotion, any tickets remaining are awarded fo the Retoiler to divide among the Refailer’s sales staff.

The following fable identifies the Promotional Evenis and Refailer Promofions requirements.
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SUCCESSFUL TLC
PROPOSER
1. Recommends annual promotional events and Retailer (store-level) promotions in X
support of Lottery Products
2. Jointly develops annual promotional events and Retailer promotions plan X
3. Finalizes and approves annual promotions plan X
4. Provides recap of each promotional event and Retailer Promotion which includes a sales X
summary, promotional item usage figures and other event measurement data as
required
5. Reviews and evaluates event and promotion summaries X
6. Jointly performs an analysis of promotional item allocations related to the annual X X
promofions plan
7. Procures promotional items (e.g., t-shirfs, caps, hats, umbrellas, efc.) for the X

promotional events
PROMOTIONAL (SELLING AND NON-SELLING) EVENTS

8. Jointly identifies promotional items available each quarter for planned events X X
9. Submits a request for promotional items related to each event X
10. Recommends selling Retailers for participation in selling event promotions X
11. Approves Retailer recommendation and promotional items requested and determines X
the number of promofional fickefs for the event
12. Coordinates the deployment (statewide) of all equipment and materials needed to X
support each event
13. Sets up the event site and all related equipment (induding marketing/promotional X
materials and signage) and enables the Refailer for Lottery Product sales af the selling
event
14. Conducts player education and distribution of promotional items/tickets at the event X
15. Breaks down all equipment and materials on site for the event and returns them to X
storage.
16. Accounts for all remaining promotional items/tickets at the end of the event and returns X

them as directed by the Texas Lottery
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RF

ROLES AND RESPONSIBILITIES

SUCCESSFUL

He

DETAIL REQUIREMENTS

e PROPOSER
RETAILER PROMOTIONS
17. Jointly identifies promotional items available each quarter for promotions X X
18. Submits o request for promofional items related to proposed promotions X
19. Approves promotional items and proposed promotions and determines and provides the X
number of promotional tickets to be used for each promotion
20. Procures and coordinates the deployment (statewide) of all equipment and materials X
needed fo support each promofion
21. Sels up the event site and ll reloted equipment (including markefing/promotional X
materials and signage) and enables the Retailer for Lottery Product sales if applicable
22. Conduds player education and distribution of promotional items/fickets at the X
promotion if applicable
23. Breaks down all equipment and materials on site for the event and returns them to X
storage
24. Accounts for all remaining promotional items/fickets af the end of the promotion and X
returns them as directed by the Texas Lottery

RESPONSE

SECTION(S)

complete package of support for Lottery Products across the State. The Plan must contain

projected staffing requirements, promofional item and ticket quantity projections distribution,

paint-of-sale signage needs and related equipment plans.

25. The Successful Proposer must recommend promotional events and Retailer promotions in an 8.6.2
annual plan submitted to the Texas Lottery by April 30 of each year. The Promotions Plan must
include recommendations for Lottery Product kick-off events, annual promotional events (e.g.,
State Fair of Texas, South by Southwest Music and Film Festival, eic.). The Plan must be robust
and detailed and contain a package of suggested promotional events and programs that take
into account the full scope of the Texas Lottery’s advertising and marketing efforts in creafing a

26.

The Successful Proposer shall provide dedicated promotions staff, including a promotions

manager/coordinator, responsible for managing and administering the annual Promotions Plan

in coordination with the Texas Lottery.

8.63
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PART 8: SALES AND MARKETING

RESPONSE
SECTION(S)

27. The Successful Proposer must also provide specially trained staff and dedicated equipment to 8.6.2
conduct promotional activifies where an on-site presence is required in all regions of the State.
The Successful Proposer shall be required to support:

DETAIL REQUIREMENTS

a. Promotional events (selling and non-selling) not exceeding 120 calendar Days total per
year. Each promofional event may be one (1) Day or as many as 30 Days in duration with
no more than four (4) evenis being conducied concurrently statewide.

b. Total Active Participation Retailer Promotions not exceeding 7.5% of the Retailer base for

the State per year.
¢. Total Passive Parficipation Retailer Promotions not exceeding 18% of the Retailer base for
the State per year.
28. The Successful Proposer shall be responsible for event safety and security for the Retailer, 8.6.2

Successful Proposer staff, Texas Lottery staff and the public.

29. The Successful Proposer shall provide Texas Lottery-branded uniforms (hat, shirt, jacket, etc.) for 8.6.2
all Successful Proposer and Retailer event staff,

30. For each promotional event, as specified by the Texas Lottery, the Successful Proposer must: 8.6.2

a. provide promofions staff to conduct promotional activities throughout the event including
nights, weekends and holidays;

b. coordinate Lottery Product sales at single or muliple site locations, as required;
¢. provide technical support for the duration of the event; and

d. ensure the Retailer is available fo participate in the selling event.

31. The Successful Proposer must be capable of supporting multiple Retailer Promotions occurring at 8.6.2
the same time in the State.

32. The Successful Proposer must provide a detailed written report to the Texas Lottery evaluating 8.6.2
each promotional event or Retailer Promotion inclusive of recommendations for future
participation in the event/promotion or modifications for enhancing future success. Reports must
be filed by type of promotion, district and date or as otherwise specified by the Texas Lottery.

33. The Successful Proposer’s Promations manager/coordinator must ensure all promotional 8.6.2
equipment needed for promotional events and Retailer promotions arrives af the event clean
and in good working order, according fo the Texas Lottery promotional event schedule.
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34. The Successful Proposer must provide all promotional equipment to support the promoiions plan.
Currently, the following equipment is ufilized to support the promotions plan. The Texas Lotiery
reserves the sole right to approve the promotional equipment and art work recommended by the
Successful Proposer.

Large Lone Star Spinning Wheels. Thirty-six inch (36") spinning wheels, screw on molding,
six (6) foot metal pole with metal base, axle for metal pole, heavy-duty plastic indicator
with indicator holder.

Small Lone Star Spinning Wheels. Twenty-four inch (24") spinning wheels, screw on
molding, five (5) foot metal pole with metal base, axle for metal pole, heavy-duty plastic
indicator with indicator holder.

Legends for Spinning Wheels. The Successful Proposer must provide erasable legends per
trailer for the spinning wheels. Design, size, and other exact specifications for the legend
must be approved by the Texas Lottery prior to production.

Promofional Trailers. A sufficient number of Promotional trailers must be provided to
support the Promotions Plan schedule. Promotional trailers must be of appropriate size to
meet the needs and support the Promations Plan. Currently, the Texas Lottery uses two
different size trailers with the largest being seven (7) fest, six (6) inches (7'6”) inside
height by eight (8) feet (8') wide by twelve (12) feet (12') long. At @ minimum, the trailers
must have compatible hookups for Lottery gaming equipment to operate multiple
components simultaneously. There must be a method for securing cash and Lottery tickets
in the trailer. Each trailer must be equipped with four (4) exterior adjustable flood lights,
have @ minimum power requirement of 20 amps and must include at least four (4) internal
and two (2) external one hundred ten (110) vol outlets. Each frailer must include a (D
stereo system with speakers with a built-in rack fo hold the equipment, a security system,
ticket displays and ample storage for promotional components. Trailer design considerations
must include customer flow, safety, equipment and electrical needs, security, lighting,
signage, storage, and Retailer, player and siaffing needs. Other design and trailer options
of similar or like quality may be considered by the Texas Lottery. The Successful Proposer
must submit multiple options for consideration by the Texas Lottery that will support the
promotions plan. The final design, size, specifications, equipment and layout of the trailers
must be approved by the Texas Lotiery prior fo production.

RESPONSE
SECTION(S)

8.6.2
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PART 8: SALES AND MARKETING

R RESPONSE
DETAIL REQUIREMENTS
bE SECTION(S)
e. PASystems. The Successful Proposer must provide a sufficient number of PA systems fo
support the Promotions Plan schedule. Each trailer must have a PA system with two (2)
handheld cordless microphones and two wireless (non-handheld) microphones. The PA
system must have an amp of at least two hundred (200) watts of power and must have two
(2) speakers.
f.  General Supplies and Equipment. The Successful Proposer must provide all items that are
essential fo conducting a promotional event or Retailer promotion. This will include but is
not limited to branded tents, banners, signage, generators, first id kits, safety equipment,
tables, portable booths and other promotional equipment as determined and approved by
the Texas Lottery.
35. The Successful Proposer must maintain all promofional equipment in good working order, and all 8.6.2
promotional equipment must be available for use in meeting the approved promotions plan
schedule.
36. The Successful Proposer must maintain and track all promotional equipment inventory. 8.6.2
Promofional Events Response Requirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide a description of the promotional equipment and capabilities to support the promotions plan
and describe the Proposer’s approach to promations and how the plan will be developed.

3. The Proposer must identify the entire promotions program team whose full-time responsibility will be to develop and run
the statewide promotions plan. Proposers must provide detailed job descriptions for all the promotions feam members.
The Proposer must describe its use of full-fime dedicated team members working on the program and must also identify
any other staff who will assist with the promotions plan, describing how the team will be coordinated and trained fo
maximize the benefits of the program.

4. The Proposer may offer an alternative approach and equipment for conducting prometional events and Refailer
promotions in support of Lottery Products. The Texas Lottery reserves the sole right to select the approach and
equipment to be used for all promotional events.
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PART 8: SALES AND MARKETING

RFP NO. 362

SLR NAME

RESPONSE TO TABLE 95: PROMOTIONAL EVENTS RESPONSE REQUIREMENTS

8.6.1 ACKNOWLEDGMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.
s e e e L e e e e e e S e i S e o e R L S e e

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and often exceed, the detail
requirements indicated in RFP Section 8.6.

8.6.2 PROMOTIONAL EQUIPMENT AND CAPABILITIES (DRs 25, 27, 28, 29, 30, 31, 32, 33,
34, 35 and 36)

Response Requirement 2: The Proposer must provide a description of the promotional equipment and capabilities to support the promofions plan and
destribe the Proposer’s approach to promotions and how the plan will be developed.

Scientific Games believes in the power of events and promotions to create awareness, communicate information, generate frial
and build excitement around the Texas Lottery and the products they offer —excitement not only among Texas Lottery’s
players, but its retailers as well. We stand ready to recommend promotional events and store-level promotions fo the Texas
Lottery which supports the trial and sale of lottery products. This promotional and event plan will be submitted to the Lottery by
April 30 of each year, thereby satisfying RFP Table 94, Detail Requirement No. 25.

Too often, promotional plans are driven by a calendar and the events that populate that calendar. When this happens, marketers
are left looking for ways fo fit their round-peg-product info the square-hole-event of the moment. Scientific Games approaches
promotional planning differently. When developing a promotional plan for our customers, we do net start with a calendar, we
start with the product. Whether it is a new $20 gome that needs an exira push or a new online game feature that is about to be
rolled out, we believe that is better to find an event or promotion that supporis a product instead of a product that supports a
promotion or an event. It may seem like a minor distinction, but it is one that is critical to our approach fo promotion and event
planning.

Scientific Games will work with the Lottery to determine the specific games or game features to promote in the upcoming
calendar year. We would then begin to look for existing venues to showcase these games and game features and/or begin
developing our own events to support the promotional objectives. We understand that there are some events, such as the State
Fair and various high-visibility venues that are obvious opportunities to showcase the Texas Lottery and its portfolio of games.

DOCUMENT REDACTED BY TLC - 12-5-10

130001 @ JUNE 30, 7010 @ TEXAS LOTTERY COMMISSION

: BENBE




PART 8: SALES AND MARKE

We also believe that the best promotional plans are both structured fo be used as a reference, but also flexible to fake
advantage of unforeseen opportunifies.

The plan will include recommendations for promotions supporting new product launches, customer appreciation, product trial
events and annual events such as the State Fair of Texas. The plan will complement and contribute fo the success of the Lottery’s
overall marketing and advertising efforts. Additionally, Scientific Games will provide a recap of each promation that evaluates
the promotion and recommends either future parficipation or modifications for enhancing future success. This report will also
include a sales summary, promotional item usage and allocation as well all other relevant data, satisfying Table 94, Detail
Requirement No. 32.

In support of the promotions and events plan, Scientific Games will provide a dedicated promotions staff, including a Promotions
Manager whose responsibility will be to manage and administer the plan in conjunction with the Texas Lottery. Other specially-
trained staff will be provided as well when an on-site presence is required. Scientific Games also believes that bi-lingual
promotional staff members would greatly contribute fo the success of the annual promotions and evenis plan, and we will
proactively explore opportunities to employ Hispanic-speaking promotional staff members.

In developing the annual promotions and events plan, a thorough review of plans from previous years will be conducted fo look
for opportunities and improvements. All aspects of the plan will be reviewed including staffing, the procurement and allocation
of promotional items, retailer participation, public events not previously held that might offer an opportunity for trial/sales, and
any efficiencies that might be realized through scheduling thereby satisfying RFP Table 94, Detail Requirement No. 32. Input
from regional sales staff will be solicited for suggestions and input on local events that might coniribute to the success of the
overall plan. Whenever possible and appropriate, coordination with state and local governments will be fostered so that the
Texas Lottery is aware of any and all events in the coming year that might be of interest from a promotional standpoint.

Scientific Games will work with the Texas Lottery to identify those retailers whose participation in these promotions and events
would be mutually beneficial and best serve the goal of increasing trial and sales of lottery products. Once those retailers have
been identified, Scientific Games would coordinate with the retailers fo ensure the success of the promotion and ulfimately the
success of the retailers. Scientific Games Promotions staff will be capable of supporting multiple Retailer promotions occurring at
the same time, sofisfying RFP Table 94, Detail Requirement No. 31.

Scientific Games understands that it is required fo support promotional events not exceeding 120 calendar days per year and
that each event may lost one day or as many as 30 with no more than four events being conducted concurrently state-wide.
However, we are fully capable of supporting multiple Retailer promotions occurring at the same time in the state, thereby
satisfying RFP Table 94, Detail Requirement No. 31. Scientific Games further understands that active participation refailer
promotions not exceed 7.5% of the refailer base per year and passive participation retailer promotions not exceed 18% of the
retailer base per year, thereby satisfying RFP Table 94, Detail Requirement No. 27.

In terms of event and promotions management and coordination, Scientific Games will:

® Provide Promotions staff to conduct promotional activities
@ Be responsible for event safety and security
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 PART 8: SALES AND MARKETING

o Provide Texas Lottery-branded uniforms to all promotional staff

« (oordinate the sale of Lottery products at the event/promotion

@ Provide technical support during the event/promotion

o Ensure refailer parficpation in the event

o Ensure that all necessary equipment arrives clean and in working order
e Maintain oll equipment in good working order

® Maintain and track all promotional event inventory

The above bullets satisfy RFP Table 94, Detail Requirement Nos. 28, 29, 30, 33, 35 and 36.

Scientific Games also agrees fo provide any and all promotional equipment necessary to support the promotions and event plan,
induding the following items as described in the RFP Table 94, Detail Requirement No. 34:

e Large Lone Star Spinning Wheels

o Small Lone Star Spinning Wheels

o Legends for Spinning Wheels

o Promotional Trailers

o Second Chance Drawing with Eniry Forms
@ Ask for the Sale Clerk Stickers

e PA Systems

o Other General Supplies and Equipment

8.6.3 PROMOTIONS PROGRAM TEAM (DR 26)

Response Requirement 3: The Proposer must idenfify the entire promotions program team whose full-time responsibility will be to develop and run
the statewide promofions plan. Proposers must provide detailed job descriptions for alf the promotions feam members. The Proposer must describe ifs tse
of full-time dedicated team members working on the program and must also identify any other staff who will assist with the promotions plan, describing
how the team will be coordinoted and troined to maximize the benefits of the program.

Confidentiality Claimed
Not released
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8.6.4 ALTERNATIVE APPROACH AND EQUIPMENT

Response Requirement 4: The Proposer may offer an alternative approach and equipment for conducting promotional events and Refailer
promofions in support of Lottery Products. The Texas Loftery reserves the sole right fo select the approach and equipment fo be used for all promofional

evenfs.
Confidentiality Claimed
Not released
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8.7 MARKETING MATERIALS AND RELATED EQUIPMENT

RFP Requirement: The Lottery Operator provides  variely of marketing materiaks and reluted equipment fo support sales and markefing activities for
all Lottery Products. Texas Lottery Refailers carry an average of hwenty-four (24) Instant Ticket Games per store. The following table identifiss the
marketing materials and related equipment requirements.

Scientific Games considers this RFP requirement to be informational, therefore no response is required.

17 Morlating Matarinke nnd Qalatad Easiinemant Darisiramarnde
i] markefing Maleriols and Kelated tquipment Kequirements

'ROLES AND RESPONSIBILITIES

1. Provides, delivers, positions and maintains a supply of Instant Ticket dispensers fo
support all active selling games for each Retailer

SUCCESSFUL
PROPOSER

TLC

2. Provides each Retailer a Texas Lottery-approved sign

3. Provides each Retailer a playstation

DETAIL REQUIREMENTS

RESPONSE

4. The Successful Proposer must provide a variety of marketing materials and related equipment
that fit the varying Retailer environments and placement eriteria. At a minimum, the Successful
Proposer must provide each Retailer the following materials/equipment:

Playstation— A davice that is stocked with Texas Lottery play slips and brochures readily
available for customers to fake and fill out, in addifion to displaying current Lottery
promotional material. The Successful Proposer must provide an adequate number of
playstations fo accommodate all licensed Retailers;

Instant Ticket dispenser—The dispensers must be able to securely store, display and
dispense all tickets and pack sizes offered by the Texas Lottery. The Successful Proposer must
provide an adequate number of dispensers to accommodate the inventory selection
maintained by the Retailer (on average, 24 Instant Ticket games, but with a range of 4 fo
100 games). The Successful Proposer must also provide unique dispensers that can be used
to market and sell specialized Lottery Products that may be offered from time to time (e.g.,
spotlight game, suite of games, etc.); and

Neon Lottery Signs with attached LED/Starlite Signs — The LED/Starlite signs must include a
scrolling messaging display that is remotely programmable by the Texas Lottery. Signs must
be updated via wired/wireless communication through the Relailer Sales Terminal/Lottery
Gaming System. The Texas Lottery reserves the sole right to approve the equipment
recommended by the Successful Proposer. Current deployment of markefing materials and
related equipment can be found in Appendix 1, TLC Current State Operations.

SECTION(S)
8.7.2
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i RESPONSE
DETAIL REQUIREMENTS SECTION(S)

5. The Successful Proposer shall ensure the Instant Ticket dispensers, playstations, and Texas Lottery 8.7.2
signs are in new or “like-new” condition including but not limited fo appearance and functionality
and shall replace promptly worn/damaged equipment af the request of the Texas Lottery.

6. The Successful Proposer shall resolve all non-sales and/or nen-validation equipment problems 8.7.2
and return the equipment to service within three (3) Days of nofification as required under
section 3.60.45.

7. The Successful Proposer may be required fo provide and install Texas Lottery-approved signage 8.7.2

on the Successful Proposer’s fleet vehicles that are used in the State of Texas.

8. The Successful Proposer must provide a quarterly inventory of all markefing materials and 8.7.2
related equipment. The inventory must include a summary of the condition of all items.

loble 98. Morketing Materials and Reloted Equipment Response Requirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide an overview of the marketing materials and related equipment that will be used to support
sales and markeling activities for all Lottery Producs.

3. The Proposer must describe ifs capability to update signage within the Retailer environment via wired/wireless
communication with the Retailer Sales Terminal /Lottery Gaming System.

Table 99. Markefing Materials and Related Equipment Service Levels
SLR # SLR NAME
3.60.45 Failure to Resolve a Lottery Non-Sales and/or Validation Equipment Problem within the Specified
Timeframe
3.60.56 Inability to Program the Programmable Signs
3.60.57 Inability of the Programmable Signs to Communicate
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RESPONSE TO TABLE 98: MARKETING MATERIALS AND RELATED EQUIPMENT RESPONSE
REQUIREMENTS

8.7.1 ACKNOWLEDGMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detuil requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and often exceed, the detail
requirements indicated in RFP Section 8.7.

8.7.2 MARKETING MATERIALS AND RELATED EQUIPMENT

Response Requirement 2: The Proposer must provide an overview of the marketing materials ond related equipment that will be used to support
sales and marketing activities for all Lottery Products.

Should Scientific Games become the Texas Lottery’s Operations and Services Provider, we will provide the following marketing
support items to each retailer in support of our goal to maximize sales and revenues for the state of Texas.

INSTANT TICKET DISPENSERS

Scientific Games is excited to offer as part of its base price to the Lottery the Dual
Bingo ticket dispensers which are shown in Figure 8.7-1. These dispensers are
capable of storing and displaying all tickets and pack sizes offered by the Texas
Lottery and feature a curved front panel providing more display space without the
need for more counter space.

We will provide an adequate supply of dispensers fo accommodate the inventory
selection maintained by the retailer base and understand that the number of games
carried by a refailer can range from 4 to 100. If the Lottery should decide that it
prefers an aliernate dispenser to the Dual Bingo dispenser being recommended, we Figure 8.7-1: Dual Bingo Instant Game
will apply the acquisifion cost of the Dual Bingo dispensers to the type desired by the Dispenses

Texas Lottery. Scientific Games will also provide unique dispensers that can be used

to sell specialized Lottery producis that may be offered from time to fime.
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NEON LOTTERY SIGN WITH ATTACHED LED/STARLITE SIGNS

The Neon with attached LED signs provided by Scientific Games will include a scrolling messaging display that is remotely
programmable by the Texas Lottery and can be updated via wired/wireless communication through the refailer sales terminal/
lottery gaming system. We provide and manage similar signs with our Maine, Oklahoma and Puerto Rico lottery accounts.

PLAYSTATION

Scientific Games will provide each retailer with o playstation capable of
holding playslips and brochures for customers in addition to displaying
promotional material. These play stations will be ADA compliant with the
actual configuration and design subject to the Texas Lottery’s final

approval. An example from the Oklahoma Lottery is shown in Figure 8.7-

2.

These ticket dispensers, playstations and neon Lottery signs satisfying RFP
Table 97, Detail Requirement 4a, 4b and 4c, will be new or like new in
condifion in their appearance and functionality, thereby further satisfying
RFP Table 97, Detail Requirement No. 5. We will also provide the Lottery
with o quarterly inventory of all materials and equipment that includes o
summary of the candition of these items, thereby satisfying RFP Table 97,
Detail Requirement No. 8.

In eddition to the above materials, and included in our base price,
Scientific Games will provide each retailer with a 19" flat panel LCD
monitor that can be positioned in either a landscape or portrait mode (see
Section 8.2.3.1 for a more detailed description of this monitor as well
as the Lottery InMotion content management platform on which it will be

based).

As part of our effort fo provide supplemental markefing support to the
Texas Lottery’s top performing retailers through our Lottery Marketing
Representative program (discussed in more detail in Section 8.4.1.2),
and included in our base price, Scientific Games will provide these top
performing 20% retailers with several additional pieces of marketing
material, including 4' x 6' floor mats emblazoned with the Texas Lottery’s
logo and customized point-of-sale for window display. Should the Lottery
wish o place these items in other retailers beyond the top performing
20%, Scientific Games stands ready to accommodate this request as an
separately priced Offered Option.
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Figure 8.7-2: Oklahoma Lottery Play Station
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Scientific Games will also provide the Lottery’s top performing 100 retailers with counter wraps featuring dynamic, exciting
graphics sure fo grab the customer’s attention and keep the Texas Lottery and its game portfolio fop-of-mind. Should the Lottery
wish to place these counter wraps in other retailers beyond the top performing 100, Scientific Games stands ready fo
accommodate this request os an separately priced Offered Option.

Scientific Games agrees to resolve all non-sales and/or non-validation problems and return the equipment to service within
three days of notification as required under Section 3.60.45, thereby satisfying RFP Table 97, Detail Requirement 6.

Scientific Games understands that it may be required to provide and install Texas Lottery-
approved signage on our fleet vehicles and agrees to fulfill this requirement if directed to do so
by the Texas Lottery. To this end, Scientific Games has provided customized vehicle magnets as
an Offered Option included in our base price in Section 8.6.4, thereby safisfying RFP Table 97, :

Detail Requirement 7. mﬁi'g{lg

Scientific Games agrees to provide a quarterly inventory of all marketing materials and related
equipment, including o summary of the condition of all items, thereby sastisfying RFP Table 97, Detail Requirement No. 8.

Information Redacted

8.7.3 UPDATING SIGNAGE WITHIN THE RETAILER ENVIRONMENT §552.101/466.022/552.139

Response Requirement 3: The Proposer must describe ifs capability fo update signage within the Retailer environment via wired/wireless
communication with the Retailer Sales Terminal/Lotfery Gaming System.

Updating in-store signage af retail is an easy, hassle-free process with our WAVE™ terminal. Juckpot values for games (and
messages) are sent from the WAVE™ terminal fo the transmitter

The with the new jackpots and messages when they change.

The allows the Lottery to
display jackpots for multiple games, on any number of signs within a single store. The communications between the jackpot
displays (the signs) and the transmitter use

Each sign is
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\s part of the Oklahoma Lottery Fulline contradt, Scientific Games installed about 950 Po rball jackpot signs. The consensus o

retailers is tha ‘E"ie wireless jackpot signs are @ \wdr in keeping jac <,“ information and updates at the forefront of the
I d are a contributing factor for the strong L xpe ed in that state. Scientific Games has

" jackpot sign deployec

lar programs in Maine and Puerto Rico. rgJ'eBFS Drovides o
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A WORLD OF POSSIBILITIES

~~JENNIFER WELSHONS

Vice President
Global Marketing

Information Redacted

A MESSAGE FROM JENNIFER WELSHONS  s552.101/466.022/552.139

Vice President

“Establishing partnerships for growth; we hear it all the fime in the lottery industry. By parinering together, we can make a bigger difference and return
more dollars fo good causes. The reality is that often times, these partnerships do not really get off the ground and the Lottery is left on its own to
uncover growth strotegies in unchartered territory,

The Scientific Games Marketing Department is different. We do not just say we want to be your partner, we demonstrate this through our commitment
to market analysis, consumer understanding, and product innovation. Our team is structured specifically to work with those customers seeking return on
investment. We do our best to keep abreast of the lutest trends in the lottery industry as well as in the broader area of consumer marketing, research
and behavioral economics. We realize that for the Texas Lottery fo sustain growth, your organization needs to rely on partners who can provide
effective support through datg-driven solutions.

To leverage this synergy, our instant, online and refail markefing staff members are centralized within the Global Marketing Group. This better
facilitates holistic learning, while keeping in mind the diverse portfolio of producis and the selling environment. We take great pride in working with our
lottery partners to design, develop, and launch new, creative game content that returns greater value consumers by offering them exciting games to
play in an enhanced, promotion driven retail environment.

Key to this interaction though is what makes Scientific Games stand out from the rest: the foundation of our marketing information systems. Being able
fo not just possess data, but fo take that data and mine it into acfionable strategies is the real driver behind why we are able to form frue partnerships.
This is why we have invested heavily in fools and systems such as

Mining this data and synthesizing it with other consumer, retailer and online game sales information helps drive strategy for our primary
customers. We truly believe that through systems and analyses, encompassing all of the marketing 'Ps," we can better serve our customers in reaching
their end goal of optimizing the return to good causes.

We value our relationship with the Texas Lottery as a partner for printing and hope that we have the opportunity to elevate this relafionship to be your
partner for total game portfolio growth. As with many lotteries today, the Texas Lottery is facing increased pressure for continued growth in a diverse

and dynamic market, and a challenging economy. We look forward fo sharing a compass on that journey.”
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RFP NO

14

8.8 RESEARCH AND LOTTERY PRODUCT DEVELOPMENT

RFP Requirement: The Lottery Operator conducss research to gather insightful and refiable information about peaple’s perceptions, atfitudes, and
behaviors as they relote (actually or potentially) 1o the Texas Lottery and its products. The goal is o provide supportive information that may be vsed in
decision-making and budge! development processes. The primary objective of research conducted by the Lottery Operator is to identify opportunities fo
improve and sustain existing Lottery Products’ sales and develop new Lotiery Products and)/or Lottery Product enhancements fo meef or exceed customer
expectations.

Scientific Games considers this RFP requirement to be informational, therefore no response is required.

lable 100. Research and Lottery Produd Development Requirements

SUCCESSFUL

ROLES AND RESPONSIBILITIES PROPOSER TLC
1. Monitors new lottery products or lottery game enhancements implemented in other X
States for viability in Texas
2. Develops new lottery product concepts X
3. Conducts and provides the results of research studies and performs an analysis of the X
viability of the lottery products or lottery product enhancements that will be proposed to
the Texas Lottery
4. Provides requested research data fo the Texas Lottery within an agreed-upon fime X
period
5. Analyzes and develops variety of research reports based on information and data X
provided
6. Evaluates viability of new lottery product or lottery product enhancement introduction in X
context of current product offerings

DETAIL REQUIREMENTS RESPONSE

SECTION(S)

7. The Successful Proposer must maintain an ongoing research and development program in the 8.8.2
areas of game design and new concept development and operation. The results of such research
must be shared with the Texas Lottery upon request.

8. The Successful Proposer must consult with the Texas Lottery related to research design whenever 8.8.2
research is conducted on the Texas Lottery’s behalf.

EER
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DETAIL REQUIREMENTS

. The Successful Proposer must provide geo-demographic sales forecasts to assist in marketing and
expansion decisions. Sales forecasts must include, but are not limited to, the following:

a. Mapping capability — capable of mapping to ot least street level by each major city in the
state and county in the rural areas;

b. Geo-coding—the ability to use floating decimal or comparable architecture to plot Retailer
locations;

¢. Propensity fo play —ability to produce the propensity to play for each Texas Lottery Product
by, but not limited to county, zip code and city; and

d. Site Identification— ability to break down areas by business type.

RESPONSE
SECTION(S)

8.8.3

. The Successful Proposer must provide the Texas Lottery with the latest version of graphics
programs that can provide sales analysis by county, zip code, city, or other criteria as designated
by the Texas Lottery.

8.8.3

. The Successful Proposer must provide comparative reports against other U.S. lotteries on a
quarterly basis and must make the data accessible to Texas Lottery personnel.

883

. At least quarterly or upon the request of the Texas Lottery, the Successful Proposer shall identify
up to two million (2,000,000) Texas households, as a result of demographic, geographic and
psychographic analysis provided by the Texas Lottery, and produce an address list for use by the
Texas Lottery.

8.8.2

. The Successful Proposer shall respond timely to requests for research and data requirements
(e.g., 70ne level purchasing information) from Texas Lottery research and advertising vendors.

8.8.2

. Upon request by the Texas Lottery, the Successful Proposer must provide a detailed analysis and
plan for new lottery products or product modifications. At a minimum, the analysis must include
the following:

a. additional lottery products proposed —indicate the order in which thase products might be
introduced in Texas;

b. anindication of the anticipated time required o develop and implement a new lottery
product or product modification, while maintaining sales levels of all games at maximum
levels, based on experience in other states; and

¢. the possible impact (cannibalization) of new games or game maodifications on existing
Lottery Products.

8.33
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Table 101. Research and Lotiery Produci Development Response Requirements

“RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in ths
section.

2. The Proposer must provide an overview of ifs research and development process for new games and new game
introductions. This must include an overview of all the variety of research methods utilized to develop, gather, analyze
and report data.

3. The Proposer must describe the methods that will be utilized fo obtain and use geographic and psychographic
information for making business recommendations to the Texas Lottery.

4. The Proposer must identify the research and development staff whose full-time responsibilities are to conduct research
on new selling opportunities and new marketing sirategies. Proposers must also identify any staff who may assist with
these activities, but will not be assigned 1o the Texas Lottery account on a full-fime basis.

362-10-0001 ® JUNE 30, 2010 ® TEXAS LOTTERY COMMISSION

5. The Proposer must identify the research and/or data analyst staff whose full-time responsibilities are to respond to
special reporting requests, develop/respond to requests for specialized sales analysis, efc. Proposers must also identify

any staff who may assist with these requirements, but will not be assigned to the Texas Lottery account on a full-fime
basis.

RESPONSE TO TABLE 101: RESEARCH AND LOTTERY PRODUCT DEVELOPMENT RESPONSE
REQUIREMENTS

8.8.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and occept the roles and responsibilities ond detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply, and often exceed, the detail
requirements indicated in RFP Section 8.8.

8.8.2 RESEARCH AND DEVELOPMENT PROCESS

Response Requirement 2: The Proposer must provide an overview of ifs research and development process for new games and new game
introductions. This must include an overview of all the variety of research methods utilized to develop, gather, analyze and report dota.

Scientific Games understands that new games are the lifeblood of Lotiery sales. We are passionate about the product
development process and have been an industry leader in developing exciting new instant game and online game confent.
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Scientific Games recognizes the importance of effective research and development initiatives to support our primary customers’
efforts to achieve and exceed their goals. In the rapidly changing and ever-compefitive business world, continuous new product
development is also essential for the success and prosperity of companies worldwide. Incremental sales growth stems from
product differentiation and market positioning. Without it, cannibalization of sales can result and growth can be negafively
impacted. Our perspeciive is unique since we are not dependent solely on one specific product, product line, or service for
revenue generation. As the industry’s first and most experienced Fulline vendor, we continuously research and develop products
and provide services to optimally position the entire lottery product portfolio to achieve incremental revenue growth. Further, we
agree to share these efforfs af the Lottery’s request, safisfying RFP Table 100, Detail Requirement 7. Scientific Games also
agrees to respond in a timely manner fo any research and data requests made by the Lottery’s research and adverfising
vendors, satisfying RFP Table 100, Detail Requirement No. 13.

Our offered Research Associate, Cameron Garreft, whose extensive experience and impressive
skill set is described in more detail later in Section 8.8.4 and Section 8.8.5, will assist the
Texas Lottery in all of its research and product development efforts. His strong analyfical and
strategic skills will allow him to work closely with the Instant and Online Product Specialists on
regular basis to provide research and development support. Cameron will be an extremely
valuable resource on-site af the Lottery.

Cameron Garreft

Our approach to product research and development for new game content, while fairly siraight-

forward in execution, is based upon a step-by-step, gated process which guides the flow and progression of a new game through
a series of fasks. Figure 8.8-1 provides an overview of our product development process which is founded on four key phases or
activities: evaluation, creation, research and recommendation. Scientific Games agrees to consult with the Texas Lottery
whenever research is conducted on its behalf, safisfying RFP Table 100, Detail Requirement No. 8.
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: EVALUATION CREATION RESEARCH RECOMMENDATION )

=

Corrent Product Mix
Analysis

Stientific Games © Texos Lottery

Figure 8.8-1: Product Development Process Overview

Scientific Games begins by looking ot sales by game for the entire U.S. market. This shows how various lottery producis are
performing on @ national basis over time so that various rends can be seen. A recently conducted sales analysis, for example,
indicated that from 2002 to 2009, bloc lotto games and instant games show the highest level of growth. Other inferesfing
findings included:

e The instant game is the fastest growing category in the U.S., increasing by 29.5% from FY04-09. Instant products have
now become the dominant sales producers at 56.7% of the market. For the last five fiscal years, however, the growth of
instant sales has slowed and was actually negative for FY09 versus FY08. No doubt that this category as well as the
lottery industry as a whole has been affected by the recessive trends in the U.S. economy.

o Online retail sales have grown 4.5% mostly due to Numbers games contributing 10.5% with a remarkable gain of 21.1%
for the 4-digit game. Total sales of Numbers games comprised 18.0% of total U.S. lottery sales for FY09.

SEEES
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o Lotto categories fogether have experienced a 7.1% decrease, with in-state Lotto games losing 34.5%. Bloc Lotto and Hot
Lotto sales were up 12.0% and 236.6% respectively mostly due to new jurisdictions joining the multi-state games. Al
Lotto categories contribute 18.5% to industry sales.

» Monitor Games have grown 15.1% since FY04. They have become a very important sales driver for the top five lofteries
in the U.S. Keno still dominates this category but select new successful products have been emerging and growing in
playership — for example, Racetrax in Maryland.

o The Other game category has increased 165.1% mostly as a result of new game launches by many lotteries searching for
new revenue sources (Instant Win, Raffles and MUSLs Wild Card 2 and 2by?2 are included in this category).
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MARKET RESEARCH

Scientific Games understands that the Texas Lottery has an existing relationship with a research

vendor. However, we stand ready to assist and support the Lottery in its research efforts and can Q]
provide Market Research planning and management services as well as the procurement of =

these studies as an separately priced Offered Option.
Urrekeb

The key to a successful markefing research program is fo focus on the fundamentals. For

lotteries, this means balancing the basics of pleasing the customer (both players and retailers)

and meefing marketplace needs, while simultaneously getting and giving the most value for each research dollar spent.
Research is an important tool and the fype of research carried out should be carefully chosen, designed and conducted with the
goal of obtaining useful and insightful results that will help the Texas Lottery achieve its sales and profitability goals.

The value of marketing research is often debated — is it @ waste of fime or can it provide adfionable information? The mere
presence of research can cause entire organizations fo be tentative, indecisive and become victims of “analysis paralysis.” The
solution appears simple in that there are two options: stop doing research or do research that ensures actionable results. Not
doing market research altogether is a lot like shutting your eyes because you do not like what you see. If solves one problem but
creates o bigger one in the long run. But turning your eyes in a different direction can often provide different perspective and
open up a whole new world of research possibilities.

Lotteries often want fo view market research in ferms of sheer return on investment (ROI); however another way in which
market research expenditures should be evaluated is to ask whether it helps avoid costly mistakes. Market research carried out
before serious money and time is spent on a product or service can certainly cut down on problems. For example, researching a
new online game early on can cut down on costly and fime-consuming programming changes. Research on instant games can
uncover small nuances that are easily changed before execution to enhance the game's sales performance.

Market research, just like business in general, is a feam sport. There are players, rules and ways to keep score. When each
player on the market research team knows his or her role and does it, the team is likely fo succeed. There are typically four
main players needed fo carry out any research project:

1. Management — Those decision makers whose buy-in of the research results is essential in being able to implement the
product or service at-hand; ot the Texas Lottery this would likely be the Executive Director and his key staff.

2. Cient —The main project manager or “customer” in need of the information to make o recommendation fo management;
the Lottery’s Instant Product Manager and Markefing Director would fall into this category.

3. Researcher — The person trained in research which is responsible for providing real-world datu interpretation and
ensuring that the dient/vendor gap is bridged; that the client gets exactly what he or she needs and that the vendor has
proposed the best methodology to meet the informafion and budget needs. While some lotteries have Research Directors,
this is often a role that does not exist within a government-managed lottery organization.

4. Vendor — The qualified research supplier procured to carry out the desired research, following Council of American Survey
Research Associations (CASRO) standards, and deliver the information in an unbiased, cohesive and factual manner.
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This dedicated team of individuals is the key to successful research projects. While the client is the end-user of the information
obfained, a researcher has fo remember to not just calculate; that ultimately the goal of every project is to provide information
that furthers the basic marketing objective sought by the dlient. Researchers must be ever cognizant of the real-world meaning
and application of the data they are providing to the client.

As lotteries continue to become “leaner and meaner,” dollars earmarked for research continue to be easy targets for budget
reductions. It is therefore incumbent on those persons responsible for contracting marketing research services to get the most
out of every research dollar.

This very reason is why Scientific Games’ research department exisis. Whereas lottery staff must focus on @ myriad of other
issues, our sole focus is research. Our goal is to promote the use, understanding and value of market research by offering
actionable information and assistance fo our lottery customers to help them achieve their revenue goals. We are devoted fo
reviewing case studies (both inside and outside of the lottery industry), discovering new research techniques, ensuring proper
use of all research methodologies, and drilling down into data and trends. We are fortunate to be able to do this from a state
specific perspective, but also from a broad industry perspective given our contact with nearly every lottery in the United States
and many around the world.

Marketing Research Types and Services

Navigafing the research waters can be overwhelming and confusing. Scientific Games' research depariment will be happy to
provide any level of assistance the Texas Lottery would like — from simply consulting on a single project fo working with the
Lottery on the framework for the overall plan. In the 10+ years we have existed within Scientific Games, we have worked on
close to 1,000 research projects, including many projects for lottery start-ups, which have run the gamut of products and
methodologies. We are fortunate to have the opportunity fo work with nearly every domestic lottery and many infernational
ones as well, allowing us to delve into industry issues from around the globe. This reservoir of information helps us decipher best
pracfices for lofteries and new forms of gaming.
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Overwhelming Effective

We want to help make any research undertaken by the Texas Lottery simple and easy to implement. As a starfing point in this
process of developing a research plan, we have idenfified four main groups in which most research can be categorized. The
appropriate combination and level of research in any one of these categories is determined during the planning process of the
Lottery’s discretion.

The four groups of research are:

1. Secondary Research

2. Primary Research Analysis

3. Geo-Demographic Analysis

4. Markefing Information Systems

Assisting the Texas Lottery with any of these categories and providing research assistance in whatever capacity the Lottery
wishes is just a part of what we hope to bring fo our partnership. There are a number of services we can provide, both from an
in-house perspective and through our long-time relationships with dozens of qualified vendors. We pride ourselves on staying
connected not just with the lottery industry, but with the market research world as well. This constant flow of information allows
us to do the leg-work for our lottery customers and bring new and effediive research produdis fo their attention.
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Scientific Games would now like to present a it of detail on the categories of research and our experience with each.
1. Secondary Research

Lotteries are often sitting on a gold mine of data, but have not had the opportunity to investigate what
is already available that may meet the needs of the current research objectives. Sometimes secondary
research (data collected for o purpose other than the one at hand) can provide information about
player buying habits, likes and dilikes for certain product features, lottery awareness and market
trends. When research dollars are scarce, a trip fo the lottery archives may offer a practical alternative
to conducting primary research.

Scientific Games has a wealth of secondary information and is constantly creating secondary analyses. Having more than 30
domestic instant product customers and 13 domestic online product customers (including Puerto Rico) allows us fo create the
most comprehensive databases of secondary lottery information in the world. We look fo this customer data, as well as trade
association data, syndicated data and data from other consumer product goods industries fo create our analyses.

The following are examples of some of the products we create by taking secondary data and turning it into acfionable
information. Many of these will be provided to the Texas Lottery per the request for sales data and trend analyses.

State-of-the-State Analysis — Inter-jurisdictional analysis of Top 16 U.S. lofteries (as measured by weekly per capita
instant sales) including year over year comparisons of game introductions, price points, sales by price point, average selling
price payouts, and online game categories. Since 1994, Scientific Games has been a pioneer in developing this industry-wide
compilation of data which has been updated, analyzed and presented hundreds of times. Satisfying RFP Table 100, Detail
Requirement 11, Scientific Games will provide this report, to the Texas Lottery on a quarterly basis and make the data accessible
to Texas Lottery personnel.

U.S. Best Performing Games CD — Annual collection of the best-selling games of the previous years, ranked by average
weekly gross margin per capita; artwork and prize structures included for select games. This (D has been produced for the past
several years and is useful during the game planning process.

Industry White Papers — Scientific Games periodically publishes white papers on key industry topics such as Optimal Prize
Payout, Good fo Great Stories and The 15 Determinants of Demand. Since the inception of the research department ten years
ago, a number of industry white papers have been produced in response fo fimely issues.

Optimal Payout Analyses — Working with an outside economist, Scientific Games examines the “sweet spot” at which a
lottery optimizes its payout within a price point, while also realizing optimal net profits. While the idea of optimal payout has
been explored in a variety of ways over the years, this specific method of analysis has been conducted at Scientific Games for
the past two years for six jurisdictions.

Sales Index Analysis —The Sales Index Analysis is a product derived from our . This analysis is
extremely useful in analyzing the success of individual games as they compare to other games within the same price point. An

Information Redacted
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index of 100 indicates that a game is performing average within its price point. This analysis is one that Scientific Games has
been providing fo customers for years - some on a weekly basis, others monthly — all depending upon the state's desire.

Prize Structure Analysis — The key benefit of a Prize Struciure Analysis is that it provides a solid measure for determining
and developing effective prize structures. The biggest expense in a lottery's budget is prize expense, and os such, requires in-
depth analysis of the effectiveness of how that money is spent to ensure it is optimized. The Prize Structure Analysis looks at the
odds of winning certain prize categories and compares it to the most successful lotteries’ prize structures. A critical component of
a lottery’s strategic marketing efforts is taking an in-depth look at where money is being allocated within the instant product.
This type of analysis is has been a rouiine part of our business for several years now and is conducted for many of our customers
af least once a year.

Atiribute Analysis - The Attribute Analysis takes sales and game performance analysis to a deeper level. The ability to
isolate particular attributes and identify their effect on sales can be a very powerful tool for lotteries. The Atiribute Analysis
allows a lottery to combine the best possible attributes into each game design which will assist in maximizing sales and net
revenue along with the Sales Index Analysis, this is something Scientific Games has been providing fo customers for many years.
This is fypically done once or twice a year, or on an as-needed basis.

Featured Partners — While there are many services Scientific Games can provide from in-house resources, there are also
many fimes where outside experts are needed to produce successful research results. We are proud of the relationships we have
with our highly qualified vendors and we want the Texas Lottery to be aware that we are committed to building alliances with
organizations that will best mest the business need. In the area of secondary analyses, these are just two of the extremely
valuable pariners we work with.

Dean Houston Full-Service Advertising and Marketing Communications Agency

o Partner with Scientific Games since 1988
o Assisted with our State-of-the-Industry comprehensive industry analyses since 1994

Mather Economics

o Economics business consulting firm based in Atlanta

o Staffed by PhD’s with experience in economic performance analysis, usability studies, and optimization and forecasting
analysis

o Provides ongoing modeling for optimal payout, as well as @ number of other Scientific Games key strategic inifiafives

2. Primary Research Analysis

Once the Texas Lottery has reviewed all available data and defermines that the current issue is not Sk
one that can be solved with existing information or that the appropriate data is not available \ u
through any other sources (such as Scientific Games or trade organizations), then we musi look 1o Aoslysis,

other avenues such as primary research (custom information collected for a specific purpose). It is at
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this point that careful consideration should be given fo a study's research objectives, indluding how the study should be
conducted and by whom the results will be used.

Often primary research is conducted in an environment where the results are needed yesterday. Given time pressures, o study
can be put into the field before the objectives or scope of the research are adequately defined. Under such circumstances, the
research may either address a question that is too broad or narrow in scope. Or in the wors case scenario, it may not address the
question at all! This is often the case when a lottery reports that a research project yielded no worthwhile results.

Similarly, certain sophisticated techniques such as conjoint analysis or multidimensional scaling may be difficult to interpret or
incorporate info product decisions if fime is nof spent up front determining how the results will be presented. This fime can mean
the difference between a study making a valuable contribution or being a costly mistake.

Once the scope of the study, the research objectives, and users are defined, it should be decided whether sufficient in-house
resources are available o conduct the study or whether the amount of staff or expertise warrant an outside supplier. If the

answer is to look outside the Lottery, then choosing the right research supplier becomes the next major step. Cost-effective

research is then carefully designed to meet the specific decision-making needs of the Texas Lottery.

Generalized consumer or player information may be nice to have, but customized research that seeks answers to specific
questions is more likely to yield results that are actionable. An outside researcher who does exactly what you ask and no more
may not be providing the best value fo the Texas Lottery.

Evaluation of Supplier — One of the biggest headaches for a loftery in conducting primary research is the process of
procuring not “just a research vendor,” but the right research vendor for the project. This is one of the areas where the depth
and breadth of experience in Scientific Games' research department may prove helpful fo the Lotiery. To begin with, all firms
are not created equal. The services offered by markefing research vendors vary greatly. Not only can the cost of a projed differ
by thousands of dollars but so can the quality control procedures and the subsequent reliability of the results. That is why we
encourage our lottery customers fo evaluate research proposals not simply on the basis of cost, but on the basis of many of the
factors that will ultimately affect the quality of the end results.

If Scientific Games were fo procure a project on behalf of the Texas Lottery, there are some basic questions and responses that
we would ask and evaluate fo ensure a good match between the Lottery and the prospective research supplier. Examples of
some of these questions would be:
1. Who will be doing my research?

@ Most likely it is not the person selling the research

o Will it be passed on 1o a more junior staff member?

o Please supply alist of all project staff
2. Is the supplier a full-service market research company?

o Will the field work and tabulations be done in-house or be subcontracted out to another firm? (this is very important in
determining the level of quality control that will be in place during your project)

o Will you be providing analysis and recommendations upon completion of the study?

= guunm

HEsEE

MENT REDACTED BY TLC - 12-5-10

— ERsSER

gk RFP HO. 362-10-0001 @ JUNE 30, 2010 ® TEXAS LOTTERY COMMISSION



'PART 8: SALES AND MARKETING

3. Will my project be customized research or a pre-packaged solution?

o Viill the survey be designed specifically to meet my needs or is it being based on a questionnaire that has already been
tested?

o If using o previously tested instrument, can you provide reliability stafistics associated with if?
4. What are your general qualifications?

o What is your experience with lottery industry research?
o Length of fime in business?

o Other industries you support?

o List of references?

5. Explain to me your quality control procedures.

o Are call-backs a part of your standard procedure? (if procuring a telephone survey)
o What is your supervisor to interviewer ratio?
o Up to what percent of responses do you validate?

As you can see, there are many aspects fo consider besides price when considering a research vendor for a project. Due to time
and budget constraints these days, it is often incumbent upon the researcher and the client to become experts af extracting key
data points from and recognizing important patterns within simple cross-tabulated data. Scientific Games' research department
stands willing to assist the Texas Lottery’s research team in any capacity so that you maintain the highest likelihood of obtaining
the best data for the Lottery.

The following studies are examples of some of the primary research projects we would be able to procure on behalf of the Texas
Lottery, if it so desired.

o Segmentation Study — Based on the foundation of a quantitative survey, segmentation research is designed fo
identify reachable and sizable segments of the population so that producis and services can be developed to meet their
needs. It is based on core motivations and is typically the foundation of a lottery’s research plan. Scientific Games has
worked on over 75 segmentation studies for lottery customers. This experience has proven invaluable in understanding
various approaches fo segmentation.

o Tracking Study — A tracking study is an ongoing quantitative measure (typically via phone or internet) to determine
any changes in segment sizes and key behaviors such as playership, attitudes and awareness. Arguably, this is the most
important research a lottery will undertake. We have had experience working on nearly 100 lottery tracking studies
since the early 1990's. This broad view challenges us to examine the data in new and creative ways.
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o Focus Groups — A focus group is a qualitative research study where eight fo ten respondents gather for @ moderated
session fo discuss issues ranging from instant concept testing to new terminal usability. While they are not statistically
projeciable o the population, results provide invaluable insights into the “why’s” of the topic among various player
groups. Focus groups are a commonly used methodology within the lottery industry hence we have had the opportunity
to work on over 700 groups on a variety of topics.

o Telephone /Mail Survey — This type of research is a quantitative survey administered via telephone or through the
mail where respondents can be asked about any number of fopics. Telephone is sfill the truest form of random research
in the U.S., while mail is appropriate for reaching specific individuals. Telephone and mail surveys are the basis for a
number of study types and have been widely used by Scientific Games” customers.

o Internet Survey — This type of research is also a quanfitative survey administered via the internet from a sample of
criteria-screened panel respondents or semetimes from VIP or players club members. With over 70% of U.S. households
having infernet access, this has become a quick, reliable, cost efficient method for obtaining a variety of types of
information. Lotteries are using this cost-efficient vehicle more and more for conducting research. Scientific Games' staff
has worked on and created dozens of internet surveys over the years.

o Conjoint Analysis — A conjoint analysis is o very powerful stafistical technique that offers a way to understand what it
is about a product or service that drives customers' interest in it and their purchase choices. With this type of you
research, consumers are placed in hypothefical situations and asked to make trade-offs between product characteristics
and budget. It is a technique of “Stated Preference” (observing behavior) rather than “Revealed Preference” (self
reported purchases). This unique methodology has been employed several times with our customers, and our staff has
had experience working on these types of projects.

o Perceptual Mapping — A quantitative survey is the basis for this study to identify gaps where there is consumer
preference, but no current product occupies this perceptual space. Respondents are asked how important various product
attributes are to them, and they are asked how they rate existing products on those attributes. Perceptual mapping is
then o way fo graphically portray their perceptions and preferences. Perceptual mapping is an all too often underutilized
methodology in the lottery industry. While we have some experience with these types of projects, we would welcome the
opportunity to explore future projecs.

@ Invoke — Invoke Solutions is a global market research develops proprietary research technologies to provide innovative
solufions. Since their founding in 1999, Invoke has developed a series of platforms, called Invoke Engage, that offer
interactive, real-time and hybrid qualitafive-quantitative methodologies for data collection. Invoke's suite of Engage
platforms have been used by successful businesses worldwide, including four of the fop six consumer products goods
companies, fo help them meet their business objectives. Additionally, magazines such as the Boston Business Journal and
Business Week have featured Invoke in recent arficles. While the suite of Invoke’s Engage platforms are both powerful
and cover a mix internet and mobile data collection methodologies, the unique nature of these offerings requires the use
of an approved research pariner to organize and operate sessions to ensure they progress smoothly.

During the past five years, Scientific Games has worked with Invoke to meet the objectives of many projects, testing both instant
games and online game concepts. We believe the suite of products offered by Invoke offer some of the most efficient and cost-
effective ways to gather lottery player insights and will become increasingly popular. For this reason, we have trained a lottery
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moderator in the methodology to work exclusively with Scientific Games and Invoke to provide o cohesive and direct approach
to research that removes complexity and drives decision making. A brief overview of Invoke’s Engage platform options is

provided in Figure 8.8-11.

Figure 8.8-11: Invoke's Engage Plat

ttarm Uptlions

INVOKE’S ENGAGE PLATFORM

WHAT IS IT?

HOW IS IT USED?

WHAT IS THE EXPERIENCE
LIKE?

hybrid research event that is
also followed by an open event
to expand the sample size

examinafions of a
broad range of fopics,
or concepts, with a
larger audience

Engage Live Live, 60-90 minute moderated | Used for in-depth Sessions are highly interaciive,
internet based hybrid event examinations of broad | adaptive and incorporaie the
with up to 300 participants range of fopics or use of a variety of stimuli

concept testing including static images and
graphic animations.

Engage LiveXPress Live, moderated internet bosed | Used for quick, focused | Sessions are highly interactive,
hybrid event with up to 75 insights on a limited set | rapid with o fixed set of multi-
participants of topics or concepls media stimuli.

Engage Open An adaptation of Invoke’s Used for in-depth Interactive sessions are left open
Engage Live for harder to reach | examinations of broad | for a period of days giving the
lottery players and other range of topics or target player groups the
groups concept festing opportunity fo enfer and

complete the session at their
leisure. The sessions sfill
incorporate the use of multi-
media stimuli and enable the
moderator to make changes and
chat with respondents while the
session is in field.

Engage Live + Open The best of both worlds; a live | Used for in-depth Highly interactive live sessions

that are adaptive, incorporate
multi-media stimuli and are left
open for a period of days.
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Engage Multi-Day

INVOKE'S ENGAGE PLATFORM

WHAT IS IT?

Large scale hybrid events

HOW IS IT USED?

Used for ideation or

WHAT IS THE EXPERIENCE
LIKE?

Sessions are highly interactive,

available over o period of days | brainstorming sessions, | responsive to each day’s
with new inferactive vith lottery players dub | findings, and incorporate multi-
questioning daily members, diary media stimuli.
research, product
festing and pre-post
studies
Engage Mobile Instant insight af the point of | Used for ongoing or An interactive, on-site
experience via short SMS-based | event-driven insightin | experience using SMS-based
survey and real-time reporting | the actual retail questioning and real-time online
experience reporting.
Engage Analytics Real-time, interactive Integrates with multiple | Users are able to generate, view
doshboards and reporfing for | survey environments fo | interact with and share.
oll research data from Engage | deliver data that is
and other popular survey easily interpreted
environments
Engage iBus Fully fused omnibus solution | Used to gather fast Interactive sessions which
with the ability to ask any mix | insights using the power | incorporate the multi-media
of qualitative and quantitative | of Invoke's Engage stimuli and offers lotteries to
questions platform with the cost | insert new questions while the
efficiencies of an survey is in field.
omnibus

Our experience has taught us that depending on the objectives at hand, Invoke’s Engage Live + Open solution offers an
extremely effeciive methodology for gathering lottery player feedback. At a basic level, research using Engage Live + Open
involves a live infernet session with a pre-determined number of respondents followed by an open session for typically another

week.

Respondents who are invited to participate in both the live and open session are pre-screened as they would be for any other
research project. In addition to being screened on their lottery playing habits, respondents’ computer systems are also
inconspicuously screened to ensure they meet minimum compatibility requirements. Once the screening is completed
respondents who qualify receive invitations to participate in either the Live or Open session. However, in this case, there are not
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just 8 to 10 respondents in either session, as there would be in focus groups, but rather 50+ respondents reacting to sfimuli,
engaged in “conversation” and providing answers to a series of pre-programmed quesfions.

The benefits of Invoke Engage Live + Open Research sessions are as follows:

o Ability to obtain open ended responses, as well os data from up to 300 well-targeted people af one fime
o Robust sample size and geographic dispersion

e No dlient travel involved

o Instantly walk away from session with results

o Immediate report downloads, including editable charts and graphs

An experienced moderator controls the Engage Live session while it is progress and sends questions and multimedia stimuli out
fo the audience. In addition to pre-scripted quesfions drafted by the Lottery, client viewers are able to add on-the-fly questions to
drill down into important issues as they arise. The research participants can be recruited via an internet panel or, depending
upon the objecives of the research, the Lottery may use an internal source, such as a Players’ Club.

Once the Engage Live session is completed the Engage Open session becomes available in an Engage Live + Open project.
Engage Open offers the sume interactivity of a Live session in thot the moderator and even key observers are able to chat one-
on-one with parficipants but instead of taking place in a single 60 — 75 minute time block, parficipants are able fo enter the
questionnaire whenever it is convenient from them. During an Engage Live + Open project, the Lottery can parficipate remotely
through an observer doshboard fo watch the resulis build in real-time. Anyone observing can joinily analyze, problem-solve,
and probe deeper on key issues as they surface. Reports and transcripts are immediately available upon the conclusion of both
the Live and Open sessions, and combined resulis from both sessions are available two to three days later so that the Lottery can
ensure fast follow-up action.

One of the most beneficial features of Engage platform projects in that full transcripts are immediately available at the end of
both the Live and the Open sessions. Resuls from the combined session are then available two to three days after, that ensuring
that the Lottery is able to follow-up quickly on the information gathered during the research. In addition to transcripts,
deliverables from any Engage projects include editable PowerPoint graphs and a full report with recommendations from the
approved moderator.

Focus Groups

Focus groups are an important part any research program and invaluable in providing insights on how fo change game concepts
to increase player appeal. Scientific Games has extensive experience with focus groups. Over the past several years, we have
been involved with over 700 individual focus groups, allowing us to develop a general process designed to maximize the value
of this methodology.

In general, when using focus groups for new concept tesiing, the process begins with 8 to 10 participants per group being shown
an unscratched version of an instant game concept or a game model or simulation of an online game concept, and are then
asked for their immediate reaction. These initial impressions provide a good assessment of pick up appeal. Participants are then

DOCUMENT REDACTED BY TLC - 12-5-10




PART 8: SALES AND MARKETING

probed further on their likes and dislikes in terms of the overall game concept, the name of the gume, the theme, the look of
the ticket, and perception of ease of play.

For the instant game group, once these metrics have heen established, the participants are shown a scratched version of the
same instant ficket. After a brief examination, they are asked to determine the winning value (if any) of the ticket. The
moderator probes fo identify and understand any confusion and, if needed, for ways to improve the game to make it less
confusing to the player. Having seen both unscratched and scratched versions of the ticket, participants are then asked their
overall reaction to the game.

For an online focus group discussion, the participants would all be asked to complete a mock-up of a playslip in a similar fashion
to the way they would in a retail store. The moderator would then enter the selections for a few of the participants into the
simulator software loaded on a standard laptop. The individual can then observe his/her selections played out on the simulator
a screenshot of which is shown in Figure 8.8-12, to determine if they have a winning or non-winning ticket. The simulator by
design has both winning and non-winning fickef representations randomly occurring to give parficipants a sense of the play style
and value proposition, even in a non-winning scenario. The last thing we want is reveal only winning experiences, as it will
unduly sway the participants’ opinion of the game and their willingness to purchase it in the market.

These reactions are compared with those given before the game was played to see if there were changes. The moderator probes
to understand why a participant's opinion may have changed — what it is about the game that causes them to like the game
more or less than before. This process is repeated unfil all of the games being tested have been discussed.
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Other elements may be added to the focus group process as appropriate. A final spending exercise, for example, is a way to get
a sense of how likely participants would be to spend money on tickets if they were launched. Once the Lottery has a sales
history, existing games may be discussed and used as benchmarks, comparing the group’s reaction to the new concepts
compared fo an existing ficket, for which there is some measure of success (e.g., ticket sales).

While focus groups lend themselves well to exploring players’ reactions to new game concepts, their usefulness should not be
limited solely to new concept testing. Focus groups are also an excellent method for exploring a variety of other issues, such as:

o General Player Issues — Why do players play the games they do? What do they consider a good value on a ficket
given the price paid for it? What gome features do players like? Are they willing to pay more for them? What makes
them buy a game again? What catches their attention?

o Developing Higher Price Points — What are the differences between those playing ST and $2 gomes and these
playing higher price points? What are the obstacles players face when considering buying higher priced point tickets?
What can be done to increase sales of these price points? What must a game have or offer to incite a ST or $2 player to
move up to higher price points?

o Infrequent, Lapsed or Non-Players — Why do they purchase instant or online games infrequently or not af all? Is
there any lottery game that they would buy? What would it fake fo get them to purchase tickets more frequently,
purchase fickets again, or start purchasing tickets? Would licensed property games, featuring merchandise prizes,
encourage these consumers to play instant or online games?

e Increasing Lottery Ticket Purchases — What would make players buy more lottery games? What barriers to
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purchase do they currently face and can they be overcome?

o Winner Awareness — Are players aware of the prizes being won? s there a need for a winner awareness campaign?
How could such a campaign be most effective?

o Retuailer Issues — How can lottery transactions be made easier and fuster for the retailers? Are there any issues which
keep them from selling more lottery games? How do they feel about certain games? How do they feel about the current
product mix and number of games launched or available per year?

Any of the research projects mentioned in this section can be important components of a research plan. Based upon our
experience, we have developed standards which allow us to provide recommendations; however the ultimate mix of research
and the level of detail of a project are based on an individual lottery’s needs and budget.

Featured Partners — Even more than secondary research projects, primary research efforis typically require the expertise of
outside research firms. We are proud to work with some of the top research firms in the world and most certainly the fop in the
industry. Of course any research and its chosen vendor are at the Texas Lottery’s discrefion, so we have provided a list of many
of our primary research pariners and their respective backgrounds and expertise. Again, we will be willing to work with any
research firm the Lottery wishes, these are simply suggesfions based upon our experience with each.

TNS

e World leader in market research, global market information and business analysis
o Full-service Quantitative and Quantitative research in Lottery sector
o Second largest custom research vendor in the world
o Lottery data collection feam has over 20 years of combined experience in consumer research, over 10 in lottery
specifically
IPSOS

o Global survey-based market research company specializing in advertising, loyalty, markefing media and public affairs
research

o Global leader in quantitative lottery research

o Full-service Quantitative and Quantitative research in Lottery sector

e Specialized lottery and gaming research team

o 15 years of experience in conducfing numerous studies for over 15 North American lottery jurisdictions

TRIG

o Full-service global custom market research vendor with expertise in strategic brand product and pricing consulting, and
segmentafion

o Specialized lottery and gaming research feam

o 15 years of experience in conducting numerous studies for 15 North American lottery jurisdictions
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BLJ Marketing Lottery Marketing Consulting

o Experienced Focus Group Moderaior

o Moderated over 500 lottery focus groups involving instant game testing, online game development, sports lottery
games, barriers to play, retailer satisfaction, adverfising creative development, game posifioning

o 30 years of research experience
o 25 years of lottery experience
o Brion Jang was the former Research and Product Development Manager at the Brifish Columbia Lottery Corporation

Seaver Creative

o Lottery Marketing Consulting
e Focus Group Moderating

e Marketing Plan Development
o 21 years of lottery experience

@ Tom Seaver has held various product management and advertising positions supporfing the Missouri, Virginia and
Colorado lotteries

Candler Communications

o Lottery Marketing Consulting

o Focus Group Moderating

e Invoke Moderating

o Instant Game Design

® 20 years of marketing and product development experience

@ John Poul Candler hos 15 years of lottery specific experience incuding positions supporting the Virginia and Maryland
Lotteries, as well as Scientific Games where he served as the Instant Product Marketing and Development Manager for
five years

o John Paul is the only certified Invoke lottery moderator in the lottery industry

SEEEN
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Focus with Fettig

o Focus Group Moderating
o Pat Feitig has over 20 years of research experience, including working for Procter & Gamble

o (onducted focus groups for 10 domestic lotteries including West Virginia, Pennsylvania, Ohio, Georgia, Nebraska,
Kentucky, South Caroling, Tennessee, Arkansas and Florida

Research Incorporated

e Focus Group Moderating

o Debbie McNamara has more than 20 years of research experience, induding conduciing both qualitative and
quantitative research projecis for the South Carolina Education Lottery, Milliken, Newell Rubbermaid and Michelin.

e Moderates 50+ focus groups a year
Invoke Solutions

o Provided the first real-fime hybrid qualitative/quantitative research technology platform (Engage Live) to enable instant
insights and confident decision making through live internet sessions

o In addition to Engage Live, Invoke's other platforms allow for lottery consumer experiences to be collected via mobile

hone and omnibus methodolog
JRICHIG (S ORITELNS S TTRNOgs Information Redacted

3. Geo-Demographic Analysis §552.101/466.022/552.139

Another useful category of research is geo-demographic in nature. Geo-demography — the
“marriage” of geography and demographics — has become an indispensable tool for market
analysis and segmentation. Scientific Games has partnered with , one of the leading
providers of premium demographic and marketing databases. provides us with a
powerful geo-demographic reporting and mapping system that enables us fo create sophisticated
analyses for our customers. This geo-demographic segmentation system is a versatile tool that allows lotteries to define players
with accuracy, understand what makes them “tick,” and pinpoint their location on a map.

Lotteries can then apply carefully selected marketing sirategies that will it the mark with accuracy and accountability. By
answering such questions s who are current and potential loftery players; what are their lifestyles like; where do they live;
where can we find more of them; and what media is best for reaching them, lotteries can turn their aitention fo player profiling
and development, site selection, and fargeted direct mail campaigns.

One of the many components of is its powerful luster system, which enables us to analyze for the Texas Lottery the
vast amounts of instant and online game sales data gathered daily. Using statistical techniques, markets are grouped into
segments of potential customers with similar needs and characteristics who are likely to exhibit similar purchase behavior.
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The following are descriptions of a number of geo-demographic analyses which could be created for the Texas Lottery.

Market /Player Analysis — This is the most comprehensive analysis that we create using the system. We take an in-depth
look at both instant and online gumes and sales in the marketplace, induding product trends, geographic distribution of sales,
players and general retailer distribution. This analysis is one that is commonly requested by our customers and therefore we
have worked on dozens of these reports.

Retailer Optimization —This is one of the most common uses for the system. We look at the mix of retuilers by trade siyle
and find the best it for the market. We also consider where terminals could he added to accommodate more players and where
terminals are under or over performing resulting in opportunity costs. Given our Fulline™ role in the industry, we have
conducied many retailer optimization studies looking both at instant and online sales optimization.

Advertising and Promotion Analysis — Through the custom cluster system, we can evaluate which promotions appealed to
which specific groups. We can then use winners’ files to adjust for peaple buying where they work versus where they live. There
is also a benefit in being able to see “visually” on @ map the areas where segments of the population responded more. While this
type of analysis has not often been done in our industry, Scientific Games feels that the findings would yield good directional
information.

Licensed Property Follow Up Analysis — We take sales and winners files and look for differences between those segments
that played the licensed property game versus those typically playing other lottery games. Combined with some basic primary
research, this becomes an incredibly valuable piece of research in validating the use of licensed products to bring in new/
different players. Since the acquisition of MDI, Scientific Games’ research department has conducted dozens of follow up studies
(both geo-demographic and with primary research components) to determine the success of new player involvement.

All of our geo-demographic work is conducted in-house, however to produce the analyses mentioned above, we rely on tools and
data sets from a number of outside sources. is our primary fool for conducting geo-demographic analyses and will be
discussed in further detail in Section 8.8.3.

4. Markefing Information Systems

We have learned that within the lottery industry, we — lotteries and vendors alike — are very . '
data rich, hut often analysis-poor; not because we want to be or are not capable of thinking %m;@ :
through analyses, but because the infrastructure is not in place to effectively use the data in the U % _
ways we would like. This is where the fourth category that helps to pull together a markefing et
and research plan comes into play — Marketing Information Systems.

For years, our lottery customers have come to us in search of information that could help them answer some urgent need. While
we always try and do our best to meet the request, we realized along the way that we typically have the information but cannot
always get to it exactly as we need it or as quickly as we would like. This is why we are well along the way of achieving our
mission to develop tools and systems that will allow us and the Texas Lottery to make use of the wealth of available industry
data.
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Through structure and automation, we are committed to frying to solve many of the main impediments to good analysis. The

producis described below are just a few of the examples of this endeavor. Our AEGIS-MAP platform and our Game Gallery

database, described earlier in this section, are examples of our commitment to making the massive amounts of data available to

our industry easily accessible, and in a format that helps our pariners make the best decision possible. |0 rmation Redacted

§552.101/466.022/552.139
8.8.3 GEOGRAPHIC AND PSYCHOGRAPHIC INFORMATION

Response Requirement 5: The Proposer must describe the methods that will be utilized fe obtain and use geographic and psychographic information
for making business recommendations fo the Texas Loffery.

Scientific Games will provide geo-demographic sales forecasts o assist in marketing and expansion decisions within our base
offering at no additional cost. Sales forecasts will include, the following:

0. Mapping Copability — Capable of mapping 1o f least street level by each major city in the state and county in the rural
areas;

b. Geo-Coding — The ability to use floating decimal or comparable architecture to plot Retailer locations;

¢. Propensity to Play — Ability to produce the propensity to play for each Texas Lottery Product by, but not limited to
county, ZIP Code and city; and

d. Site ldentification — Ability to break down areas by business type.

Scientific Games will use the to obtuin and provide geographic and psychographic information to the
Texas Lottery for making business recommendations.

believes that optimal is about accessing, integrating, and analyzing a wide
variety of data sources (including spatial data) via a high-performance, automated analytics workflow environment that
seamlessly combines multiple fechnologies and provides reports and maps for fact-based decision-making. To deliver on this
vision, developed a platform that is a single tool designed from the ground up to
integrate, analyze, and report spatial and non-spatial data simultaneously to rapidly deliver actionable insight for geographic-
oriented business decisions. The product and the company have the same name,

provides a graphical development environment with which users can quickly build powerful wizards and applications
that are capable of incorporating complete end-to-end business intelligence workflow functionality. Alteryx achieves this
remarkable breadth of capability because it has been designed as an overall framework for most data analysis needs, using a
graphical user interface that provides access to a large library of tools, which inferact with numerous underlying data and
analytic engines. The tools are connected via a drag-and-drop visual workflow process or “module,” which can be run on-
demand while creafing the module, run automatically via a scheduler, or run remotely via an assoriment of user interface
options fo generate a wide variety of reports and maps.
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Information Redacted
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Figure 8.8-13:

Also, since the , completed applications can be rapidly
deployed in various ways to support users at every level of an organization’s technology skills pyramid. These deployment
methods include desktop wizards, Web wizards, and integration with other applications.

to many source databases and their associated file
formats, including
An example of the fact that treats spatial data os just another format is its equally strong support for the

also offers seamlessly integrated, award-winning from third party vendors to be used with In many
instances, these technology for from within applicafions our
customers build with this technology. As a resuli, Alteryx has developed strong relationships with numerous data providers and
currently offers datasets for more than thirty countries, with the capacity to add proprietary or new datasets easily at any fime.

One particularly important collection of is the . While without this package still
includes an entire library of spatial tools that customers can utilize with their own spatial data, the package
provides key spatial datasets from some data reseller partners that unlock the full power of the spatial analysis
capabilities.
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Information Redacted

§552.101/466.022/552.139
Because Alteryx uses a simple drag-and-drop approach fo constructing flexible applications, previous programming or dafabase

development is not required. Analysts focused on business processes can quickly become productive, and can deploy
completed fools fo an increased number of decision makers who rely on significant geographic business intelligence insights.

Users with more technical backgrounds find that automates best-practice software development methods and provides
more advanced development tools, which enables them to connect to other key business applications, or create more
customized data analysis processes.

Toolkit Canvas - The unique drag-and-drop workspace enables users fo run applications or modules as they are
being developed, instantly accessing, processing and presenting data. Data anywhere along a diagram stream can be browsed
as a map, graph, table or other visual element, satisfying RFP Table 100, Detail Requirement 10. These data flow inputs and
outputs can be shared between modules, or used to populate elaborate, reusable report layouts, which are designed easily using
this very familiar drag-and-drop content development methodology.

As mentioned previously, a is available for that provides and enables numerous spatial
analysis capabilifies. The components of this option, which safisfy RFP Table 100, Detail Requirement 9, are:

@ 1990 and 2000 U.S. Census data (over 5 million block centroids covering every Census-defined block in the U.S., along
with each block centroid's latitude and longitude and the corresponding population and household count for that
particular block). In conjunction with this data, can create standard or custom-defined trade areas in specific
geographies, and can then analyze only the Census data that is contained within those trade areas.

o Geographic boundary files for areas, such as ities, counties, and postal carrier routes are also used in connection with
the Census data (and other datases, separately available) to create the standard and custom geographies to analyze.

o Street reference layers for atlas-quality mapping (over 50 high-quality US map layers are included with information
about interstate highways, local roads, lakes and parks, and s forth).

o Address tools and data for geo-coding addresses, address cleansing and standardization (using CASS), and finding ZIP+4
locations. Geo-coding provides the ahility to determine o lotitude and longitude of an address, intersection, or ZIP Code
and assign a spatial object - or at what point on earth that physically is. A spatial object is necessary for visualizing data
on a map and creating circular or drive-time trade areas.

o Functionality for calculating drive-times and distances from source to destination points, and to create drive-time trade
areas.

provides five powerful methods for easily packaging and deploying corporate business best practices throughout your
enferprise, using the above deployment approaches.

Desktop Wizard — After a module has been developed within the interactive module development environment,

users can easily create simplified, fill-in-the-blank forms, known as wizards, which can collect new input and program execution

parameters as needed fo execute the original process using these new instructions. These forms, accessed either as dashboard or

desktop macros and Web services, inferact with modules directly, bypassing entirely the interactive operation of the
development environment.
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This tool can also be used fo satisfy RFP Table 100, Detail Requirement 12, in which Scientific Games will identify up to
2,000,000 Texas households and produce a fist of these households for uses by the Texas Lottery.

Web Services — Using recently enhanced and rapidly evolving web services, extends its remarkable technology
platform over the web o help a growing community of users build and deploy solutions in hours or days, not weeks and months.
These Software as a Service (SaaS) solutions, built using the '

) are highly customized web applicafions capable of achieving the kinds of speeds and data throughput capabilities
demonstrated today by the enhanced

Modules Saved as Macros - A module can also be saved and used as a macro within appearing as a single icon,
like any other menu tool, ready to be used in the building of other modules. This feature provides developers with a
means of deploying best practices among their enterprise’s users, and supports a simple and manageable library approach to
controlling the sharing of every development effort and asset.

Command-Line Module Access — modules also can be called directly using command-fine instructions.
modules can be executed os scheduled run-time batch files or can be initiated using conventional command-line controls.

Other Tools and Capabilities
o Data Quality and Data Integration — Key copabilities include fuzzy matching, parsing and filtering of records, data

joins and aggregations, and assembling data into groups based on key relationships

o Data Query and Manipulation — extremely fast data indexing, counting, linked table queries, data refrieval and list
generation, dynamic selection of input variables, and many other data management capabilities

o Reporting, Mapping, and Visvalization — offers a suite of tools to help users create reports that can
include tables, charts, maps, graphs, images, and other reporting formats. The combined ability to create reports that
include numerical, graphical, and mapping output delivers more impact, reveals greater insight, and enables the
relationships between data and locations to be visualized.

o Geographic News Search — Real-fime news and information about any geographic area of interest can be added to
the quantitative analysis performed by applications. Integration with a vast library of news feeds ensures that
the most current news will be provided.

National and Texas Specific Syndicated Data

A leading multi-media supplier will provide a comprehensive demographic, lifestyle, product usage and exposure to all forms of
advertising media collected from a single sample. This leading U.S. supplier of multimedia audience research provides
information fo:

e Magozines
o Television

o Radio
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o Internet and other media
o Leading national advertisers
o Over 450 advertising agencies

This supplier conducts more than 26,000 personal interviews with consumers annually throughout the continental United States.
Their Survey of the American Consumer is the basis for all of the data sources they complete and represents their commitment to
produce the most reliable and comprehensive consumer marketing and media database available.

During each wave of data collection the media choices, demographics, lifestyles, atfitudes and usage of almaost 6,000 products —
including lottery produdts —in 550 categories is collected from a representative sample that is projected out to replicate the 226
million adult consumers in the U.S. In addition to accurately representing the average American, the Spanish-speaking market is
fully represented. The high response rate among Spanish-dominant consumers is strong evidence of the power of the personal
interview, a core methodology for this mulfi-media supplier.

Segmenting customers by their responses o psychographic questions is key to delivering insights into their core mofivations and
beliefs that are unavailable with stand-clone demographic analyses. Currently 28 psychographic segmentations are offered in
nine categories that include:

e Advertising and Media

o Community, Politics, Environment and Attitudinal Qutlook
o Fashion and Shopping

@ Finance

o Health and Nutrition

o Sporis and Leisure

o Technology

o Travel and Transportation

Any of the above psychographic segmentations and previously mentioned product category batteries can be used 1o develop of
custom Player ot a Glance analysis for the Texas Lottery. Additionally, all of the psychographic batteries and segmentations can
be cross-tabulated against hundreds of demographic and lottery product categories including the following generation groups:

o Millenials
o GenXers
@ Boomers
o Early Boomers
o Late Boomers

® Pre-Boomers

o~ pom
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Additionally, Market by Market reports on everything covered in the larger Survey of the American Survey but at the local DMA
level. Lottery play behaviors can be cross-tabulated by targeted consumer segments within each DMA — such s Hispanics, Baby
Boomers — can be identified and quantified in local markets without loss of data reliability.

8.8.4 RESEARCH AND DEVELOPMENT STAFF

Response Requirement 6: The Proposer must identify the research and development staff whose full-ime responsibilities are fo conduct research on
new selfing opportunities and new markefing sirategies. Proposers must also identify any staff who may assist with these activities, but will nof be
assigned to the Texas Lottery occount on a full-time basis.

IN-STATE RESEARCH AND DEVELOPMENT (DEDICATED)

Organizations rarely find individuals who are adept at not only
building infrastructure fo create actionable information, but who
can also interpret that information info strategy and product. The
Texas Lottery will find this unique skill set in our offered Research
Associate, Cameron Garreft. Cameron holds a Bachelor’s Degree in
International Business from Rollins College and is a recipient of the
2009 Global Excellence Award in Markefing, an elite Scientific
Games employee award for outstanding accomplishments. In his
current role os Senior Marketing Analyst, he has developed a
number of automated reporfing and analysis systems, has authored
numerous industry white papers, and is an active member of An in-state research group (apgble

Scientific Games' Emerging Market Council. His strong analytical of developing data into product
and strategic skills will allow him to work closely with the Instant and strategy recommendations.

and Online Product Specialists on a regular basis fo provide
research and development support. Cameron will be an extremely
valuable resource on-site for the Texas Lottery.

SUPERIOR VALUE

Scientific Games will also hire two additional specialists fo assist with
the development of new games in both the instants and online
categories. The Instants Product Specialist will be Jason Durbin,
currently Instant Account Manager for Scientific Games in Florida.
He has 10 years of direct lottery experience working for one of the
largest U.S. lotteries with one of the most successful instant game _
programs. The Online Product Specialist will be Liz Dimmick who is 2
currently the Regional Marketing Manager for Scientific Games for Cameron Garreft
the Tri-state Lotteries of Maine, New Hampshire and Vermont.

DOCUMENT REDACTED BY TLC - 12-5-10

mEuns
mEmEnE
- BEREE
- i 1]
-

® JUHE 30, 2010 ®TEXAS LOTTERY COMMISSION



She is a 23-year lottery veteran, having worked closely with the New York, Minnesota, and
Delaware Lotteries prior to her current assignment. Liz has been instrumental in the launch of
many new and innovative game launches and game enhancements with the Tri-state Lotteries
induding the migration of the in-state lotto Megabucks to a S2 price point, the introduction of an
instant win online product category known as Fast Play, and the launch of the first multi-state
raffle in the U.S. T
CORPORATE MARKETING RESEARCH AND PRODUCT DEVELOPMENT
(NON-DEDICATED)

Along with the local staff, our corporate marketing and research group will work in partnership
with the Texas Lottery. We do not just view ourselves as Scientific Games' research department; we
truly see ourselves as the Texas Lottery’s partner in conduciing good, sound research.

Liz Dimmick
Our research team led by Jennifer Welshons, Vice President of Global Marketing, will strive to
assist the Texas Lottery in accomplishing its research objecfives. In her eleven years of
involvement with lottery research, she has had the unique opportunity of working on hundreds of
projects covering a wide variety of industry topics, testing numerous new producis and
investigating many jurisdictions-both domestic and international. Her expertise includes
qualitative and quantitative methodologies, as well as many facets of secondary data analysis and
strategic markefing. After receiving her Master’s Degree in communication research from the
University of Florida in 1994, Jennifer worked on the supplier-side of research designing and
managing projects for a variety of industries. She worked with customers such as The Coca-Cola Company, McDonald's, Procter &
Gamble, Miller Brewing, Kimberly Clark, Clorox and even Scientific Games to test new products, design new packaging and
determine opfimal refail shelf layouts. When she joined Scientific Games in 2000, she moved over fo the client side of marketing
research, bringing with her the unique supplier side perspective. This view of both worlds has proven invaluable in her ability to
relate 1o lottery customers in their quests to procure the appropriate research, while still maintaining and understanding ihe
research vendor side of limitafions and boundaries. This foundation of research is the basis for the global markefing strategy
and recommendations that are produced by Jennifer’s team. Scientific Games believes that a thousand opinions bow fo a single
fact and we diligently apply this data-driven perspective to our work. This proven approach is something Jennifer and her team
will rely upon in assisting the Texas Lottery with its marketing and research efforts.

Of course, none of the marketing and research projects Scientific Games has been a part of could
have been done by a feam of one. There are many other exiremely talented individuals that
make up our competent group. Another individual who will lend support fo the Texas Lottery in the
area of research and development is Ambika Jack. Ambika is Scientific Games’ Director of Global
Research and is experienced in research design and methodology, statistical software, data
analysis, report writing and questionnaire development. She received her Master’s Degree in
Educational Psychology with an emphasis in research, evaluation, measurement and statisfics,
from the University of Georgia in 2003.
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She currently serves as the Chair of the AMA's Market Research
Group in Atlanta. This position allows her access fo the latest
alternatives in research vendors and methodologies which she is
able to pass along to Scientific Games customers. Ambika serves as

SUPERIOR VALUE

a point of contact for design and coordination of primary research

projects (e.g., focus groups, tracking studies, segmentation studies,

efc.) for 30+ domestic and international lotteries, as well as

development of large-scale internal research initiafives. Her team is

also the central source for U.S. and international lottery sales data

and provides support to the Analytics group which relies on this Scientific Games has the most
ongoing accurate information for stafistical modeling fo help better comprehensive database of
predict future sales. She will routinely work with the on-site staff to secondary lottery information in
ensure the Texas Lottery’s needs are being met with full satisfaction. S et

As described in Section 8.3.2, Leslie Badger as Senior Director,
Lottery Product Markefing along with the Corporate Game Design
Team will also assist with the product development inifiatives of the
Texas Lottery. This support will be both in terms of new selling
opportunities such as online game design and promotions planning,
as well as marketing strategies that allow for better retail execution
such os alternative terminal types, different or new ways fo
promote the lottery product category, and merchandising opfions
for various retailer types.

Pam Lee will continue to serve the Texas Lottery account in the
capacity of Senior Regional Sales Director. She has more than 17
years of markefing experience with 15 years of lottery-specific
experience af Scientific Games, and more than five years specific
experience with the Texas Lottery. She will confinue in her present
role fo support the Lottery’s Executive Management and Products
Team. She has great experience with supporfing sales and
markefing initiafives for both instant and online games and
promotions as well as advertising campaigns. Pam was nominated
by the Kentucky Lottery and received a Powers Award in 2009 for her outstanding customer service. She was recognized for this
accomplishment by the lottery industry as well as her customers and peers during the NASPL Conference in Oklahoma City. This
award is further festament to Pam’s immeasurable skills and the valuable insights that she brings to her customers. Pam is also
well-versed in strategic planning, game design and prize structure development. Given her expertise, she has overall account
responsibility for many of Scientific Games’ largest customers, including the Texas Lottery account. Pam will work direcily with
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the Scientific Games in-state marketing team to develop new and enhanced games and promotion sirategies that will continue to
grow sales for the Texas Lottery as they strive to positively impact the refurn fo the Foundation School Fund.

Rhonda Gillen is Scientific Games' Director of Creative Services and is responsible for managing
the creative services feam and new produdt development adtivities. Rhonda will be an invaluable
resource o the Texas Lottery’s sales and marketing team, providing game designs, promotional
programs, and sales and marketing presentations. Rhonda has over 16 years of lottery
experience and over 25 years of markefing and promotional experience, including ten years with
Alcone Marketing, the California Lottery's promotions agency. Since joining Scientific Games, she
has been responsible for managing game design and providing sales and marketing support on a
variety of special projeds.

Rhana'a iﬂeu

Jeff Martineck is Scientific Games' Vice President of Instant Product Development and will play an
instrumental role in developing new types of instant games and instant gume features designed fo
increase sales and revenues for the Texas Lottery. Jeff is a 20 year lottery veteran and has held a
variety of markefing and product development positions for both instant and online product
categories. Jeff started out as an LSR for the Connecticut Lottery and then became their Online
Product Manager. At Scientific Games, Jeff was o Regional Director until 2006 when he was
promoted fo Vice President of Instant Game Product Development. In this capacity, Jeff is responsible for the development of
valve-added printing features for instant games as well as exploring new and improved instant game distribution methods. Jeff
also heads up Scientific Games' Discovery Team, discussed earlier in Section 8.8.2.

Jeff Mrﬁneck

Bev Opie will continue fo serve the Texas Lottery account in the capacity of Vice President of
Licensed Property Sales. She has over 30 years of marketing and product development
experience, more than 20 of which have been in the lottery industry, and eight serving the Texas
Lottery. She will continue in her present role fo support the Lottery’s Executive Management and
Products team, utilizing licensing initiatives for both instant and online games and promotions as
well as advertising campaigns.

Bev has worked with almost every Lottery in North America on licensed games and promations.
She was actively involved in producing brand research specifically for the Texas and Hispanic
markets. She will continue to work directly with the Texas Lottery Commission staff and with the
Scientific Games in-state marketing team fo develop appropriate branded games and promotions

that will continue to grow sales for the Texas Lottery as they strive to positively impact the return

to the Foundation School Fund. — S
Kyle Rogers

Kyle Rogers will continue to serve the Texas Lottery in his current position as Vice President and

General Manager of MDI Entertainment, a position he has held for more than five years. Kyle is a 15 year lottery industry

veteran, having worked ten years af the Virginia Lottery in a variety of markefing and product development positions,

ultimately serving os the Virginia Lottery’s Director of Marketing. Currently, Kyle is responsible for all aspects of licensed games,
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from license acquisition, through game development and launch. Kyle will confinue to look for opportunities to grow sales and
revenues for the Texas Lottery through the creative utilization of licensed properties and their ability fo generate excitement

among existing players as well as bring in new players.
g g piay g piay Information Redacted
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8.8.5 RESEARCH AND/OR DATA ANALYST STAFF

Response Requirement 7: The Proposer must identify the research and/or data analyst stoff whose full-time responsibilities are fo respond fo special
reporting requests, develop/respond fo requests for specialized sales analysis, etc. Proposers must also identify any staff who moy assist with these
requirements, but will not be assigned io the Texas Lotlery occount on a full-time basis.

IN-STATE RESEARCH AND DATA ANALYST (DEDICATED)

As mentioned previously in Section 8.8.4, Cameron Garrett will serve as the Research Associate
on-site in Texas. In addition 1o his strong strategic skill set, Cameron is extremely competent in the
area of data infrastructure and analysis. He is well-versed in prize structure analysis, refailer

optimization analysis, geo-demographic analyses, financial reporting, and advanced retail metrics.

He is an expert in and has advanced proficiency in
of analyfical producis. He =
3 . ; . . ks Pro e (ameron Garretf
will use his skills to provide geo-demographic analyses for Texas such as refailer
optimization, territory olignment, and direct mail lists. Cameron will make use of the variety of
marketing information systems maintained by Scientific Games’ corporate markefing group, such as . With

aceess to game information and sales data for thousands of weeks of online and instant games, he will be able to provide the
Lottery with robust analyses of what has happened in the market and prediciive models for the future. He is extremely talented
in all facets of data infrastructure, analysis and strategic recommendations. This combination of development and analyfics is
why he is the perfect fit to support the Texas Lottery organization.

CORPORATE MARKETING ANALYTICS SUPPORT AND INFORMATION SYSTEMS (NON-
DEDICATED)

Without o doubt, Scientific Games has the most robust analytical capabilities in the industry. This is in no small part due to the
extremely talented staff that supports our analytics and marketing information systems. The local Texas Research Associate will
benefit tremendously from the work done in Alpharetta by this team. This group ensures data integrity among all of our internal
reporting systems, as well as assembles that information into actionable reports to be interpreted and applied by the various
lottery account teams. This includes the production of items such as the State-of-the-State analyses, Sales Index Analyses, Game
Planning books and calendars, and prize structure analyses. They are the foundation for providing quality data throughout the
organization. Additionally, this team is at the forefront of cutting edge analyses; those aimed at not just understanding what has
happened in the market, but preparing for what will potentially happen.
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Leading the charge with Scientific Games’ Analytics Team is Christopher Allen, Director of
Performance Marketing. Along with a team of talented analysts, Chris has taken our Analytics
capabilities o a whole new level. Since joining Scientific Games in 2005, he has been working on
developing marketing performance and management solutions. Prior fo his current role, Chris
worked as a Senior Analyst in Sales, Marketing and Operations in the largest Cable Telecoms —/
company in the UK. He also has experience in mobile telecommunications and insurance and holds

Chistoper Al
a BEng in Civil Engineering and Management from Leeds University. TSNP e

The foundation for these more sophisticated analyses lies in solid data synthesis and general
analysis. With the number of automated marketing systems Scientific Games employs, it is critical
that the information be accurate, timely and evaluated on a regular basis in general ways.
Supporting this effort is Jennifer Hunter, Markefing Specialist Supervisor, and her team of
qualified marketing specialists. Jennifer joined Scientific Games in 2003 as a member of our
customer service department. Since 2005, she has been an integral part of the marketing group
and is able to employ her lottery customer service background, as well as her Communications
Degree from the University of Florida, in providing quality analyses to the various lottery account
feams.

Jennifer Hunter

Often times, special products need special analyses and that is clearly evident when it comes fo
licensed brands. Products that make use of popular consumer brands have not only value from a
retail sales perspective, but also in their ability to expand reach and playership. Because of their
unique nature, Scientific Games has a dedicated resource assigned fo the analysis of branded
properties. Since joining the company in 2008, Amanda Saferin, Sales and Markefing Analyst, has
specialized in this area. While complefing her Master’s Degree in Public Communications and
Marketing from American University in 2007, Amanda worked as an intern at MDI, a wholly
owned subsidiary of Scientific Games. This experience allowed her to develop her expertise and
focus her graduate studies on the lottery industry and the capability for overcoming opposition and attracting emerging markets
through strategic communication and marketing programs. In her role as Sales and Marketing anclyst with Scientific Games, she
supports licensed lottery products, serving as the point person for custom licensed product analyses, research and general sales
support for Scientific Games' branded division, MDI. Through her collaboration with domestic and international sales staff
located around the world, Amanda provides quantitative and qualitafive information, analyses and written reports, supporting
their objective and specific fo their dlient. She assists in the creation and evaluation of sirategic infegrated marketing and
communication promotions and develops property-specific information utilizing licensor contacts, secondary research and
primary research commissioned by Scientific Games. She is often called upon to provide custom analyses investigating the
difference in the player base of a branded game versus regular ones. She will undoubtedly be a valuable resource for the Texas
Lottery as they explore the potential for applying branded properties to both the instant and online game porifolios.

]
Amanda Saferin
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SALES AND MARKETING

As mentioned previously, we truly believe that our analyfical capabilities are unmaiched in the
indusiry. One of the areas we have concertedly focused on over the past several years is
implementing aufomated tools to help us organize and disseminate information in the most usable
formats. To successfully accomplish this endeavor took bringing on someone who could serve as a
true link between marketing needs and systems constraints. We found just that person in Eric
Mitchell, Senior Director of Marketing Information Systems. Eric has been involved in software
development for the past 19 years. After graduating from Georgia Tech with a BS in Computer
Science, he joined a start-up telecommunications company before joining Scientific Games in
1997. During his tenure with Scientific Games, he has participated in the design, development, and deployment of instant ficket
distribution, lottery retailer POS, and lottery central host systems. He started with Scientific Games as senior programmer in the
instant systems department developing ticket distribution and validation systems. He has since worked within Scientific Games as
a systems analyst for online, architect for retail solutions, software development manager, and director of business analysis. He
has been involved in many of Scientific Games’ start-ups and conversions os well as worked with existing customers’
mainfenance. In his current role as Senior Director of Markefing Information Systems, Eric applies his broad expertise by
collaborating with Scientific Games' team members to design specific modules and systems that provide unparalleled marketing
guidance aimed af driving revenue for our customers.

Fric Mitchell

SUMMARY

As the previous pages show, we take research and produci development seriously af Scientific Games. We are proud of our
extensive experience in these two inter-related disciplines and continue fo be the indusiry leader in bringing exciting new
producis — both instant and online — to market. In fact, we consider market research and product development so important to
the success and growth of our customers, that we don't just charge our sales and marketing people with these responsibilifies —
we have entire departments dedicated fo these disciplines and these departments are lead by some of the most talented people
in our industry.

Qur Fulline approach to research and product development means that our customers benefit from a perspedtive that goes
beyond just instant game development or online gume research. We understand the impact these two producis categories can
have on each other and have learned how each can support the other at the retail level and in the minds of players. Our
research and product development efforts take the enfire portfolio of games into consideration when charting growth strategies
for our customers.

We have made sure that our research and product development feams have access to the most powerful tools and the most
respected suppliers available fo assist them in driving sales and revenues for our customers. From our advanced geo-
demographic tool, Alteryx, o our partnership with Mediamark Research Incorporated, we have created a research and product
development engine that is the heart and soul of our sales and marketing efforis.

We are excited about the prospect of putting our research and product development engine to work for the Texas Lottery and
believe there is no company more capable of growing your sales and revenues than Scientific Games.
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WHY SCIENTIFIC GAMES FOR TEXAS

EXPERIENCE

e Scientific Games pioneered the concept of providing lotteries with customized partnership programs
and is the industry leader in the delivery and operation of complex instant ticket-management
programs.

Our worldwide experience converting and starfing up 27 secure warehouse and distribution operations means
Texas Lottery’s current operations will be transitioned to the new warehouse as seamless as possible with little to no
interruption of service fo your refailers.

Scientific Games has designed, implemented, and operated lottery instant game warehouses in the U.S. since 1985.

Our proposed Cooperative Services Program (CSP) plan has been successfully deployed in several locations similar in
scope fo the TLC, including domestically in Florida and Pennsylvania, and internafionally for the ltalian Nafional Lottery-
Consorzio Lotterie Nazionale “Gratta e Vinci,” and the China Sports Lottery.

Within the last five years alone we have completed (SP implementations seven domestic Lotteries, and expanded our
cooperative service offerings internationally in Germany, Italy, the Ukraine and China.

Scientific Games (SP program administers and manages instant game operations that provide a comprehensive suite

of services for more than 200,000 retailer selling points worldwide. With a staggering return of more than $10 billion _
in instant sales in FY09, our (SP customers have experienced dramatically positive results, induding improved on-tin. )
delivery, expedited retail ficket order fulfillment, and the elimination of ticket inventory shortages. Most importantly,
utilization of our sophisticated (SP processes has helped our customers realize sales growth that significantly exceeds

the overall industry average.
® Scientific Gumes’ proposed dedicated warehouse and distribution leadership staff has outstanding
qualifications.
We understand that staffing @ warehouse and disiribution operation with a collection of unfamiliar professionals can
infroduce risk for your business; this is why Scienfific Games proposes the “right” team of people with lottery-specific
experience. The proposed leadership team is best suited for the Texas Lottery to strategically align your business with
current inifiatives and those planned for the future. They are empowered to bring o you the resources needed fo
assist you in meefing your future goals. Scientific Games will dedicate three highly qualified, on-site warehouse and
distribution management professionals to the Texas Lottery warehouse and distribution operations, including:
® L Deputy Director Instant Ticket Services — Scoff Ross
® 29 year lottery career in a wide range of instant ficket management roles
e Key prior experience: China, Arizona, New Mexico, Florida
® TLC Warehouse Manager — Jeremy Swanson
* 14 years warehouse operations experience, including six years lottery experience
e Key prior experience: Arizona, Oklahoma, Georgia warehousing sefup and operation
® TL( Inside Sales Manager — William “BJ” Nugent
o 5 year lottery veteran with expertise in various inside sales roles

® Key prior experience: Pennsylvania Tell-Sell management
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This talented team represents more than 40 years of lotfery experience and is ready and able to ensure a smooth
fransition and deliver improved instant sales and profits to the Texas Lottery. Scientific Games will complement this
leadership team with qualified local hires in Texas and, where appropriate, work with the Texas Lottery and the
outgaing vendor to transfer qualified current employees to Scienfific Games.

* Scientific Games’ proposed account team is comprised of the leading industry experts in the field of
instant ticket warehouse and distribution services.
We have made a strategic investment to recruit and retain the most knowledgeable and experienced lottery industry
personnel in the market today. Collectively, our corporate account support group has hundreds of years of indusiry and
corporate knowledge, including:
® Jim Trask, Senior Vice President Global Printing Operations

® 24 year lotery career in all aspecis of lottery business including instant tickets, lotfery systems,
marketing, and quality operations.

® Key prior experience: Leading executive in four gaming organizations.
Jim Kennedy, Senior Vice President Sales and Global Marketing

® 25 year lottery career in all aspects of lottery business including lottery game design, markefing,
research, and product development.

® Key prior experience: Recipient of the NASPL Powers Award.

John Schulz, Vice President Instant Ticket Services

e 25 year lottery career in all aspects of lottery business including instant fickets, online lottery, and
commercial game operations.

® Key prior experience: Leading industry expert in instant ticket services.
® Pam Lee, Senior Regional Sales Director

® 15 year lottery career in all aspects of strategic planning, game design, and prize structure
development.

e Key prior experience: 5 years working with the Texas Lottery. NASPL Powers Award.
Cherie Peyton, Senior Project Warehouse Implementation Manager

® 6 year lottery career with expertise in large instant ficket service deployments.
Chere Peyton e Key prior experience: Pennsylvania, Florida, China, Puerto Rico.

These team leaders, with an average of 22 years of lottery experience, are key differentiators that will noficeably
benefit the Texas Lottery and establish Scientific Games as the preferred partner for the Texas Lottery.

DIFFERENTIATORS

e Scientific Games is the only company in our industry to dedicate a 200 person division to the

Botas operation and improvement of instant ticket services.
Gaaas Scientific Games undersiands the critical importance of warehouse and distribution conversions and implementations.
e Scientific Games was the first vendor in our indusiry fo realize the importance of a dedicated instant ticket services
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division. Our dedicated division works as o unit to improve the efficiency and profitability of each of our (SP customers.
All personnel assigned to implement the Texas Lottery’s warehouse and distribution operations are selected from the
over 200 employees in our instant ficket services division. This is the largest resource available in the indusiry. Their
skills and experience will ensure @ smooth fransition of the services necessary to perform the day-to-day operational
and administrative tasks for the Texas Lottery. More importantly, the ongoing team dedicated to Texas Lottery will
proactively work fo increase your instant soles.

® Scientific Games is proposing the most advanced, efficient
and accurate pick-and-pack operation available in the
marketplace today with the |

We propose a leading edge automation system that is designed and
scaled specifically for the Texas Lottery’s warehouse operations. We
have been working with automation experts to develop this solution fo
improve order accuracy, efficiency and security for our pick and pack ,
operations. The system has been operating in Pennsylvania since August g
2007 and in Florida since early 2009. The system is based on sorting
technology used by major businesses including Wal-Mart, Fuji Color
Processing, Armitron and others to securely pack and ship products including jewelry, watches, electronic goods and
other valuables. The crossover to our industry is straight forward and integrates perfectly complementing our existiny
warehouse workflow and procedures. This benefits the Texas Lotiery by increasing operational efficiency, providing
real-time tracking capabilities, and higher work flow accuracies. The is the most efficient and
accurate process for managing, fulfilling and storing instant ticket orders in the industry foday.

® Scientific Games is the industry leader in the delivery and operation of complex instant ficket service
programs.
Scientific Games has designed, implemented and operated instant ticket game warehouses in the U.S. since 1982.
We pioneered the concept of providing lotteries with customized partnership programs for instant ticket services.
Globally, we have converted and implemented 27 secure warehouse and distribution operafions. We work with many
of the world’s largest lotteries in the delivery of insiant ficket warehouse and distribution services. We are highly
experienced in converting large scale, mature lotteries like the Texas Lottery. We've been successful in environments
of similar complexity and scale as the Texas Lottery. In the last five years, we've delivered similar services fo large
lotteries including; Florida, Pennsylvania, Italy, China, and to smaller lotteries including; Germany, Ukraine, Puerto
Rico, Arkansas, Oklahoma, and Washington D.C. In fact, more U.S. lotteries trust Scientific Games with their warehouse
and distribution services than all of our competitors combined. Scientific Games is the preferred partner of choice for
lotteries around the globe in lottery warehouse and distribution services.

® Free instant printed licensed games including free use of scientific games’ industry leading brands.

As found in more detail in Section 8.3.3 and Section 9.2.1, Scientific Games is pleased fo provide access to our 3rd
party licensed brands for use by the Texas Lottery in their online and instant game portfolios. This indudes the use of
3rd party licensed brands with no fees (both online and instant games) and access to free printed instant games that
utilize our 3rd party licensed brands, including the services of our instant game design teams, secure instant game
programming, prinfing and delivery of the games fo the Texas [TMs point of delivery warehouse in Austin, Texas. This
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Offered Option included in the base price provides superior value to the Texas Lottery in the area of instant ficket
games and provides the Lottery with an exceptional opportunity fo connect with their players at refail.

BENEFITS

e Scientific Games proposes the newest and highest level of services to proactively
increase the Texas Lottery’s retailers visibility on shipments.

| Our distribution recommendation is fc to deliver ficket orders and
: to utilize their real-time electronic tracking capability to ensure on time and
accwrate delivery. f ,
and efficient delivery service. 35 are made from marked,
official UPS brown package delivery trucks and heir
in projets a posifive. orotessional
image not only for bt for our lottery partners as well.
understands Lottery retailers and the times of delivery expected by these
retailers and have been up to the task of delivering products to retailers
with a 99.8% rate of on-time deliveries. The recommendation fo use UPS
to deliver ticket orders will allow for a smooth transifion from the outgoing
vendor’s current use of  services. Should the situation arise where our primary courier contractor (UPS) is unable
to fulfill the delivery requirements as specified, Scientific Games also maintains relationships with HUB and local
contractors to provide delivery services statewide with little or no disruption in service.

Confidentiality Claimed
Not released
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RISK MITIGATION

® Scentific Games operates with ISO 9000:2001 certified warehouse and distribution procedures and
understands security for the entire lifecycle of the instant games.
Deployment of IS0 9000:2001 certified warehousing and distribution procedures ensure

the Texas Lottery the highest quality standard in the industry in terms of accuracy,
accountability and sewmy Suermf:c Gomes' IS0-cerfified procedures and systems prowde N

ongoing extensive fraining courses for employees that will taclada ol proper procedures
for working within the warehouse, the Automatic Sorting System and refurns processing.
We will also conduct Inside Sales training for the inside sales team to reinforce the need
for security, safety and the importance of personal integrity. All training procedures will be documented and assessed
during our next 10 certification audit.

® Scientific Games” Security Operations Plan addresses the day-to-day security concerns of the lotteries
we serve.

Qur security programs combine and overlap to provide oversight,
accountability and separation of duties to preserve our, and the Texas
Lottery’s, integrity. Scientific Games will comply with Texas Lottery
approved management and security procedures and rules for the receipi,
storage, assignment, delivery, return and destruction of materials
associated with lottery products. The proposed secured central warehouse
will meet or exceed the stated lottery requirements for the shipping and
receiving of instant ickets functions. Additional buili-in security systems
and reduced physical handling of ticket packs enhance accountability and
Information Redacted  simplified tracking control of ficket packs in the warehouse.
§552.101/466.022/552.139

e Scientific Games’ 1S0-certified procedures and systems
that provide full control and auditability for tickets under our control extend to our processes for the
destruction of ticket stock.

S.

The Warehouse Supervisor af facility and a designated representative from the Texas Lottery will coordinate
their efforis to ensure that all materials are properly accounted for prior fo the materials being shipped to

for destruction. A designated representative from the Lottery will then be required to authorize the shipment of these
materials to thus designating approval for their destruction.

At all fimes,
Texas Lottery’s review. i
produced. Through these procedures, inventories and reporis, a dear audit trail will be created to ensure full
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Information Redacted
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accountability in every step of the ticket destruction process. The desiruction
of fickets and other materials will be performed only with permission of the
Texas Lottery. Should the Lottery want to directly supervise this process, ticket
destruction will be scheduled as necessary at |

Once the tickets are destroyed and verified, a letter confirmiuy wus s e
be sent to the appropriate Texas Lottery officials by a member of Scientific
Games’ security department. |f will also be signed, if applicable, by the Texas
Lottery staff member who was present af the time of destruction. In lieu of

Lottery security personnel to personally observe the
ficket destruction process,
scenario, will serve as witnesses.

e Scientific Games’ proposed inside sales program has many features and benefits for the Texas Lottery.

Our approach is based on our experience in staffing and operating similar inside sales, warehousing and distribution
programs for some of the industry’s leading lotteries, including Arkansas, Delaware, D.C., Florida, Oklahoma, Pennsylvania,
and Puerto Rico, has many proven benefits, including the following:

® Phone Monitoring System — Supervisors are able to monitor any incoming or outgoing calls at any individual
ISR station. All ISR calls are recorded and made available fo the Lottery upon request.

® Remote Monitoring — The Texas Lottery can silently monitor Inside Sales Reprehensive (ISR) calls remotely via a
secure web page.

 Phone Tracking System — Tracks all inside sales phone calls by the individual ISR, the number of calls, the length
of the calls, and the fime on hold.

® Pack Status — The status of any given pack of tickets is available for
viewing by ISRs af any time. This includes in-transit, received, activated,
and seftled packs.

* Sales Information — Scles prediction formula is based on “live
redemptions” by individual game as assigned to individual retailers, not
by distribution numbers.

® Order History — Retailer order history is available online for a lottery-
defined period. It is not based on the number of previous orders.

® Back-up Distribution Facility Contingency Capability
To ensure the most reliable instant ficket operations possible, Scientific Games will
offer as part of our Business Continuity Program, the use and benefit of storing
tickets in one of our national distribution centers. Scientific Games is prepared to
ship fickets to retailers from one of these facilities should the need ever arise. This
is an Offered Option included in the base price.
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A WORLD OF POSSIBILITIES

JOHN SCHULZ

Vice President
Instant Ticket Services

A MESSAGE FROM JOHN SCHULZ

Vice President

“Our objective is to provide a smooth transition of your warehousing operation from your current vendor to Scientific
Games. As the leader and pioneer of warshousing conversions and start-ups since 1985, Scientific Games has the
knowledge, skills, and the proven track record to deliver results for the Texas Lottery.

Scientific Games has a dedicated group of some 200 professionals that concentrate on growing the instant game sales
by a variety of services, including inside sales and warehousing and distribution.

Our experienced staff has worked with lotteries around the world as well as every major vendor in the lottery indusiry
on converting existing distribution systems or providing completely new, modern distribution systems and services. Our
goal is o accomplish the Texas conversion with the least amount of disruption for your lottery, the retailers, and of
course, your players. To achieve this goal we plan to use our experienced staff, our many years of conversion/
integration expertise and modern system fools to make the Texas transition as transparent to the Lottery and your
retailers os possible.

Over the years, the Scientific Games' instant game production facilities have delivered the industry’s most sought-after
instant games to the Texas marketplace aimed at increasing revenue to support the Lottery’s beneficiaries. We are
committed to this continued support of the successful growth of the Texas Lottery by the extension and integration of a
full supply chain instant game model where being the incumbent instant game supplier only facilitates our tasks and
deliverables under this scope of work.”
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PART 9 WAREHOUSE AND DISTRIBUTION

Scientific Games pioneered the concept of providing lotteries with
customized partnership programs and is the indusiry leader in the
delivery and operation of complex instant ticket-management programs.
Our flagship offering, Cooperative Services Program or (P, is a practiced
approach to managing a lottery’s instant ticket operations with the goal of
reducing operating costs while increasing the lottery’s retail sales.

Scientific Games has a great deal of experience converting large scale,
mature lotteries like the Texas Lottery's. In fact, our proposed CSP plan
has been successfully deployed in several locations similar in scope fo the
Texas Lottery, including Florida, Pennsylvania, the Italian National
Lottery-Consorzio Lotterie Nuzionale “Graita de Vind,” and the China
Sports Lottery. Within the last five years we have completed CSP
implementations for the following domestic lotteries:

o Arkansas — 2009

o Puerto Rico — 2009
e Florida — 2008

e Pennsylvania — 2007
o Oklahoma — 2005

e D.C.—2005

e Ohio — 2005

We have also expanded our cooperafive service offering internationally
by providing services to Germany, Ukraine, Italy and China through our
affiliated companies.

In Germany we currently have six (SP customers, and each agreement is
customized to local demands. We provide a variety of services such as:
warehousing, disiribution, Tel-Sell, and field support.

Scientific Games also provides o full range of services fo the largest
lottery in the Ukraine. Despite a difficult economic dimate retail sales
grew significantly since the re-launch of instant tickets. Scientific Games
set up a new site in Kiev with Tel-Sell and Marketing resources and a Pick
& Pack station to support our client locally.

SCIENTIFIC GAMES
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In ltaly, Scientific Games is « member of the Consorzio Lotterie Nationali (CLN), a consorfium of lottery vendors and ltalian
specialty retailers. Under our contract with the CLN, we supply instant lottery tickets, game development services, marketing
support, and the instant ticket management system. Since joining the CLN, retail sales have increased from approximately $18.5
million per week to approximately $222.8 million per week currently, an overall improvement of approximately 1,104%.

In China, Scientific Games supplied cooperative services support in the Shangdong Province and acquired a 50% interest in
Guard Libanga leading provider of instant lottery ficket validation services to the Chinese Welfare Lottery.

Scientific Games' (SP program administers and manages instant game operations that provide o comprehensive suite of services
for more than 200,000 retailer selling points worldwide. With a staggering return of more than $10 billion in instant sales in
FY09, our (SP customers have experienced dramatically positive results, including improved on-time delivery, expedited refail
ficket order fulfillment, and the elimination of ficket inventory shortages. Most importantly, utilization of our sophisticated (SP
processes has helped our customers realize sales growth that significantly exceeds the overall industry average.

Scientific Games was the first vendor in our industry to realize the importance of a dedicated instant ficket services division. Our
dedicated division works as a unit fo improve the efficiency and profitability of each of our (SP customers. All personnel
assigned fo convert the Texas Lottery’s instant game operations and perform ongoing operations are selected from the over 200
employees in our (SP division. This is one of the largest (SP resources available in the industry. Their skills and experience will
be applied to smoothly convert the services and to perform the day-to-day operational and administrative tasks o securely and
efficiently manufacture, warehouse, and distribute instant products for the Texas Lottery. More importantly, the ongoing feam
dedicated to the Texas Lottery will proactively work to increase your instant sales and profis.

The following figures represent the depth and breadth of our (SP operation experience.
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Figure 9.1-2: Scientific Games' Current (5P Parters

VOLUME . SIZEOF  YEARSAS
OF DEDICATED  DEDICATED

¢ LIRS PACKAGES DISTRIBUTION  SERVICE

gy BEARERN PROVIDER
Georgia Lottery Corporation 1,676 17 years
250 Williams Street, Suite 3000
Atlanta, GA 30303
Oklahoma Education Lottery 2,100 3 years
3817 N. Santa Fe
Oklahoma City, 0K 73118
Tennessee Education Lottery Corporation 4,400 6 years
200 Athens Way
Nashville, TN 37228
South Carolina Education Lottery 3,566 8 years
1333 Main Street, Suite 400
Columbia, SC29211
Delaware State Lottery 498 12 years
1575 McKee Road, Suite 102
Dover, DE 19904
 Florida Lottery 13,000 13years
250 Marriott Drive
Tallahassee, FL 32399
Pennsylvania State Lottery 8,544 13 years
1200 Fulling Mill Road, Suite 1
Middletown, PA 17057
D.C. Lottery 449 4 years
2101 Martin Luther King, Jr. Ave. SE
Washington D.C. 20020
Arkansas Scholarship Lottery 2,100 5 years
124 West Capitol Avenue, #1400
Little Rock, AR 72203
Loteria Electronica 1,900 3 years
Edificio Fundacin Angel Ramos
Suite 110
383 Ave. FD. Roosevelt
San Juan, PR. 00918-2131
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Figure 9.1-2: Scientific Games’ Current (SP Partners

e R VOLUME

o OF
LOTTERY PACKAGES

NUMBER

OF

Lotterie Treuhandgesellschaft mbH Hessen 2,000 5 years
Rosenstrasse 5-9
65189 Wiesbaden
Germany

| Toto- Lotto Niedersachsen GmbH 2,200 5 years
Am Tiv 2+ 4
30519 Hannover
' Germany ;
Lotto Rheinland-Pfolz GmbH 1,200 5 years |
Ferdinand- Saverbruch Str. 2 !
| 56073 Koblenz |
| Germany

MSL 2452 2.5 years
Shovkovichnasir.50a | .
01004 Kiev | |
Ukraine |

Figure 9.1-3 represents the numerable lotteries that comprise the China Sports Lottery, Scienfific Games’ largest CSP pariner.

Figure 9.1-3: China Sporks Lottery Information

CHINA SPORTS LOTTERY

SALES
VOLUME OF TICKETS  REPRESENTATIVES

RETAILER SELLING
POINTS

CUSTOMERS

(LOTTERIES) ALLOCATED PER  SUPPORTED BY OUR

WEEK DISTRIBUTION
SYSTEM

31 provincial lotteries, 16,844 154,912
477 «ity lotteries, and

over 1,000 county lotteries in
China
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~ PART 9: WAREHOUSE AND DISTRIBUTION

At the end of this section we have provided the Texas Lottery with addifional information
detailing the sales growth experienced by our customers through implementation of and/er
conversion fo Fulline™ Scientific Games instant ticket services/CSP solution.

Information Redacted SUPERI ALUE
9.1 OVERVIEW §552.101/466.022/552.139

RFP Requirement: All shipping and receiving functions for Instant Tickels are provided from o secured central distribution warehouse provided and
maintained by the Lottery Operator, Secure warehousing facilities are also provided and maintained by the Lottery Operator for the storage and
distribution and return of On-Line Ticket stock, play slips and promotional items. Packing and distribution functions include filling orders, ficket packaging,
documentation, fracking, and security and destruction of unsold, returned or unused tickets, and On-Line Tickef stock. The Lotfery Operator must comply
with Texas-Lottery approved management and security procedures and rules for the receipt, siorage, assignment, defivery, return and destruction of
materials associated with Lottery Products. Delivery of Instant Tickets to Refailers is contracted with a third party courier service by the Lottery Operator.

Scientific Games has identified a prospective faclity area os detailed in Section 6.6.

This secured central warehouse will meet or exceed the stated lottery requirements

Within this facility, Scientific Games will

. If selected os the
successful Lottery Operator, Scientific Games will comply with Texas-Lottery approved management and security procedures and
rules

‘DOCUMENT REDACTED BY TLC - 12-5-10
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WHY SCIENTIFIC GAMES?

® Worldwide experience converting and starfing up 27 secure warehouse and
distribution operations means the TLC operation will be transitioned to the new
warehouse as seamless os possible with little to no interruption of service to your
retailers.

® Scientific Games has designed, implemented and operated lottery instant game
warehouses in the U.S. since 1985.

® Qur 150 9000:2001 certified warehousing and distribution procedures ensure the
highest quality standard in the industry in terms of accuracy, accountability and
security.

® The facility will incorporate the numerous new technology in workflow
improvements we have introduced from our many warehouse implementations
including new technology from seven implementations since 2005.

® We know and understand instant game security for the entire lifecycle of the
games. Our programs combine and overlap to provide oversight, accountability
and separation of dufies fo preserve our integrity.

® Qur warehouse and distribution system is built to permit rapid response to the
market and will save time, increase your flexibility to plan and schedule games
and more accurately create orders for your retailers. Its new features incorporate
current best practices for instant game (SP operations and sefs a new, higher
standard in our industry in terms of accuracy, accountability and security.

® Additional built-in security systems and reduced physical handling of ticket packs
enhance accountability and simplified tracking control of ficket packs in the
warehouse.

0 @ TEXAS LOTTERY COMMISSION
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WAREHOUSE AND DISTRIBUTION

9.2 NEW INSTANT TICKET DELIVERY AND STORAGE

RFP Requirement: The Texas Lottery confracts with Instant Ticke? Manufacturers (ITMs) to produce Instont Tickel games. The Insiani Ticket games are
produced at the ITM's Facility and shipped fo the central distribution warehouse. The ITMs provide electronic game files o be loaded on the Lottery Gaming
System. Random Instant Tickei packs are fested fo ensure the fickets meet Texas Lotiery securify and validation standards. Once approved by the Texas
Lottery, Instant Tickels are distributed to Retailers across the State of Texas.

fable 102. New Instant Ticket Delivery and Storage Requirements
ITMS/3RD
F
ROLES AND RESPONSIBILITIES o gl R T
VENDORS
1. Delivers Instani Tickets to the central distribution warehouse and X
provides game files to be loaded on the Lottery Gaming System
2. Loads Instant Ticket game files on the Lottery Gaming System X
3. Jointly count and verify receipt of fickets X X
4. Performs Instant Ticket game testing X X
5. Reports any gume testing problems to the Successful Proposer and X
IT™
6. Jointly perform problem analysis and address any problems X X X
7. Approves or rejects Instant Ticket game X
8. Deletes game files for rejected Instant Ticket games from the Lottery X
Gaming System
9. Distributes Instant Tickets according to the Instant Ticket game plan X
once the game is approved

RESPONSE
DETAIL REQU-REMENTS SECTION(S)
10. The Successful Proposer must load Instant Ticket game files on the Lottery Gaming System within 9.22.1
three (3) Days of nofification from the Texas Lottery and nofify the Texas Lottery of completion.
11. The Successful Proposer must recommend a plan to stage and distribute daily orders to optimize 9.24
the distribution of current Instant Ticket games.
12. The Successful Proposer must be able to meet the staging and distribution requirements for 9.23
simultaneous game sales launches consistent with the Instant Ticket game plan as identified by
the Texas Lottery.
13. Upon request by the Texas Lottery, the Successful Proposer must load and distribute games on an 9.24

expedited basis fo meet ficket inventory and sales requirements.

11
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RESPONSE
SECTION(S)
14. The Successful Proposer must adtively participate in the resolution of any issue/problem with the 9.2.2.1
installafion of a new Instant Ticket game validation file.
15. The Successful Proposer must delete game files for rejected Instant Ticket games from the Lottery 9.2.2.1
Gaming System within one (1) Working Day after nofification from the Texas Lottery
16. The Successful Proposer shall package and release fo the Instant Ticket Manufacturer for 9.2.2.1
destruction, any Instant Ticket game not approved by the Texas Lottery.
Toble 103. New Instant Ticke! Delivery and Storage Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe the level of automation to be used in managing, fulfilling, and storing Instant Ticket orders,

3. The Proposer must describe the proposed staging and distribution plan for simultaneous Instant Ticket game sales
launches.

4. The Proposer must describe in detail its warehousing and distribution methodology and staffing plan, induding any
automated functions.

Table 104. New instant Ticket Delivery and Storage Service Levels

SIR # i SLR NAME
3.60.58 Failure to Load Instant Game Files within Specified Timeframe

Scientific Games acknowledges that the Texas Lottery contracts with Instant Ticket Manufacturers (ITMs) o produce instant ficket
games. The insiant ticket games ore . The ITMs
provide

Once approved by the Texas Lottery, instant tickets are distributed

to retailers across the state of Texas. Information Redacted

§552.101/466.022/552.139
As found in more detail in Section 8.3.3, Scientific Games is pleased to provide access to our

3rd party licensed brands for use by the Texas Lottery in their online and instant game
portfolios. This includes the use of 3rd party licensed brands with no fees (both online and
instant games) and access o free printed instant games that ufilize our 3rd party licensed
brands, including the

EEEIEUMENT REDACTED BY TLC - 12-5-10
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nformation Redacted
§552.101/466.022/552.139

This Offered Option included in the base price provides superior value fo the Texas Lottery in the area of
instant ticket games and provides the Lottery with an exceptional opportunity to connect with their players at retail.

RESPONSE TO TABLE 103: NEW INSTANT TICKET DELIVERY AND STORAGE RESPONSE
REQUIREMENTS

9.2.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.2.2 LEVEL OF AUTOMATION IN MANAGING, FULFILLING, AND STORING INSTANT TICKET
ORDERS

Response Requirement 2: The Proposer must destribe the level of automation fo be used in managing, fulfilling, and storing Instant Ticket orders.
T T T e e e e v N R ST

Over the pas several years Scientific Games has embraced technology and looked for new ways to operate and maintain
warehouse and distribution facilities more efficiently through automation. Qur proposed
In the following confidential

section we provide a detailed description of our proposed approach for

Confidentiality Claimed
Not released

mEssa
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Warehouse and Distribution Staffing Plan

Scientific Games understands the challenges the Lottery faces as it strives to build on the more than S17 billion it has contributed
to education since 1992. We are concerned, however, that our technologically advanced systems and the people we put behind
those systems can achieve the Texas Lottery’s sales and revenue goals.

In this section we detail what we believe is a key differentiator between us and other vendors: our unique CSP staffing business
model.

Scientific Games understands the critical importance of (SP lottery conversions and implementations and were the first
company in our industry to dedicate an instant ticket services division that works to improve the efficiency
and profitability of each of our CSP customers. All personnel assigned to implement the Texas Lottery’s instant game
operations and perform ongoing operations are selected from the over 200 employees in our (SP division. Their skills and
experience will ensure a smooth transition and will work hard to increase your instant sales.

Scientific Games will dedicate highly qualified, on-site warehouse and distribution management professionals to the TLC

(SP operations. Combined, this talented group represents over 40 years of lottery experience and is ready to execute a smooth
conversion process. Information Redacted
§552.101/466.022/552.139

Texas’ Warehouse and Distribution Team

Your primary TLC (SP Warehouse and Distribution Management

Team will consist of the following professionals: This talented team represents

o Scott Ross, Deputy Director, Instant Ticket Services more than 40 years of lottery
experience and is ready and able to

ensure a smooth transition and

deliver improved instant sales and
In addition to our highly qualified General Management Team, the profits to the Texas Loftery.
proposed organization of our Texas-based Distribution Operation
provides multiple opportunities for qualified Texans to join our
operation. The following positions are availuble in our warehouse et
for qualified local falent:

o Jeremy Swanson, Warehouse Manager
@ William “B)” Nugent, Inside Scles Manager (Tel-Sell)

@ 2 Inside Soles Supervisors (Tel-Sell)

o 30 Inside Soles Representatives (Tel-Sell)
o 1 System Administrator

o | Administrative Assistant

o 1 Warehouse Supervisor

o 2 Warehouse Leads

=
a
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o 2Ticket Return Specialists
o 25 Warehouse Clerks (including packing auditors, forklift operators, etc.)

Organizational charts illustrating our proposed approach to the conversion and to the ongoing operations of the Texas Lottery’s
instant icket distribution process, as well s the positions involved with this process, are included below.

Scientific Games” Executive Management Team

We have made a sirategic investment to recruit and retain the most knowledgeable and experienced lottery industry personnel
in the market today. Collectively, our corporate management team has hundreds of years of industry and corporate knowledge.
Over the past two years, we have realigned our corporate support groups to be customer-centric and focused on rapid delivery

of services directly to our lottery customers.

Jim Trask, Senior Vice President, Printed Products Worldwide

With nearly four decades of lottery experience with a special emphasis on corporate markefing,
sales development and domestic instant icket services and operations, Jim Trask will be
instrumental in ensuring that the necessary equipment and manpower are maintained and
updated throughout the contract term.

Jim will work closely with the Scientific Games” executive management team fo provide the

necessary resources fo ensure that all of the instant ficket warehousing and distribution requirements Texas Lottery are achieved
and/or exceeded. Jim's insight and sponsorship of the project will facilitate and ensure a state-of-the-art, (SP solution that will
drive sales, reduce insiani ticket refurns and result in increased revenue for the Foundafion School Fund.

Jim Kennedy, Senior Vice President, Sales and Global Marketing

With over 25 years, not only in the industry but with Scientific Games, Jim brings a wealth of
experience and perspective to the TLC Project Steering Committee. Jim will provide corporate
management, support and direction of the sales and marketing team. He will also diredt
marketing and product development o create customer value, and drive revenue.

Pam Lee, Senior Regional Director Sales

Pam will play an active role in all project planning and implementation efforis to ensure that
project abjectives, imelines and milestones are met. Her involvement with the Texas Lottery and
ongoing operations will continue throughout the lifetime of the contract. She will provide day-to-
day account coordination and serves s liaison between the Texas Loitery and Scientific Games.
Pam’s 15 years of experience in the lottery industry includes six years of Texas-specific account

knowledge.

DOCUMENT REDACTED BY TLC - 12-5-10
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Figure 9.2-14 identifies primary executive and account management staff that will oversee the TLC account.

NAME/TITLE

Figure 9.2-14: TLC Executive and Key Account Statt

LOCATION

RESPONSIBILITIES

EXECUTIVE MANAGEMENT TEAM

YEARS OF LOTTERY

EXPERIENCE

Senior Regional Director

coordination and
management

o Serves as linison between
the Lottery and Scientific
Games

Jim Trask o (orporate oversight of all 24 years
Senior Vice President, Printed domestic cooperative
Products Worldwide service (warehousing and
distribution) contracts
Jim Kennedy o Guide overall sales ond 25 years
Senior Vice President, Global marketing efforts
Sales and Marketing o Consult with Loftery
management on
marketing issues
Pam Lee ' o Overall account 15 years

g HEIER
EEEAm

Information Redacted

§552.101/466.022/552.139
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Ongoing TLC Warehousing and Distribution Team

Scientific Games provides brief position descriptions and relafed organization charts below. These descriptions and charts show
management, supervisory, and key technical personnel who will be active in the ongoing operation of the Texas Lottery central

warehouse. Information Redacted

Deputy Director, Instant Ticket Services, Scott Ross §552.101/466.022/552.139

Under the direction of our proposed Deputy Director of Instant Ticket Services, Scott Ross, our
Warehouse and Distribution Operations team will work to provide the highest level of service
possible. Scott will be located at the central warehouse and will be the primary point of
contact for the Lottery on warehouse and distribution operational matters. He will coordinate the
efforts of the local team and ensure that appropriate corporate resources are made available to Scoft Ross
the Texas Lotfery as business needs diciate.

Scott has managed the warehouse and distribution center in Arizona and provided recent start-up support in Arkansas. In
addition, his recent participation in the China Sports Lottery start-up has further readied him for ossuming a similar role in
Texas.

With over 29 years of lottery experience, Scott is the obvious choice to help the Texas Lottery achieve ifs sales goals and
objectives.

His industry knowledge ensures that the Texas Lottery hos direct access to an expert well-versed in instant ticket games and
services. He will be exclusively devoted to the warehousing and distribution of the Lottery’s instant fickets and be directly
responsible for:

e Managing operational budget

o Overseeing warehousing and distribufion operations
o Overseeing instant ticket processing return

o Moniforing inventory control

Warehouse Manager, Jeremy Swanson

Assisting Scoft will be Jeremy Swanson, Warehouse Manager. Jeremy has over 14 years of
warehouse operations knowledge, 6 with Scientific Games, and currently serves as the distribution
supervisor for Scientific Games’ GA facility. Jeremy will be the Texas Lottery’s day-to-day contact.
He is fluent in the current daily warehouse/distribution needs of a modern Lottery and will be
devoted exclusively fo the Texas Loftery.

Jeremy Swanson

DOCUMENT REDACTED BY TLC - 12-5-10
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In the role os Warehouse Manager Jeremy will:

o Oversee warehousing and distribution operations

o Monitor inventory control

o Oversee the insfant ficket return operation

o Oversee the promotional merchandise inventory

o Serve as an additional Texas Lottery poin-of-contact

Jeremy will have total responsibility for the day-to-day operation of the warehousing and distribution operation. Reporting to
Jeremy will be the warehouse supervisor, leads and derks. They will ensure on fime assembly of ticket inventory orders and
additional Lottery materials (such as online ticket stock, promotional items, POS, efc.) supplied by the Lottery. Ticket orders will
be processed to ensure on fime delivery o Lottery Retailers within 36 hours of order placement, Monday through Friday, and 72
hours if the order is placed on Friday.

Inside Sales Manager (Tel-Sell), Williom “BJ” Nugent

Rounding out this talented management team is William “BJ” Nugent, Inside Sales Manager, who
brings over five years of hands-on inside sales experience and has successfully overseen and
managed Scientific Games' Pennsylvania CSP Tel-Sell operation.

BJ will serve us a conduit between the Inside Sales Representatives (Tel-Sell) and the Lottery by
quickly communicating any questions or problems encountered with retailers’ inventory to the
appropriate parfies at the Lottery. BJ is highly knowledgeable with SciTrack Ulira and our new automatic sorting system.

Williom “BJ° Nugent

In the role as Inside Sales Manager, BJ will:

o Oversee the ficket inventory/telemarketing operations

o Plan, organize, and direct the activities of all Inside Sales Representatives
o Train ossigned personnel in effective ficket ordering concepts

o Serve as an additional Texas Lottery point-of-contact

These exomples demonstrate the commitment that Scientific Games has made to ensure that the Texas Lottery’s proposed local
warehouse and distribufion team. Each possesses a wealth of lottery industry knowledge and more specifically, lottery
warehouse operations.

am
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Information Redacted

5 s § ; 552.101/466. ¢
Figure 9.2-15 represents the primary management staff for ongoing (on-site) operations. § AT

Figure 9.2-15: Primary Monogement (On-Site)

YEARS OF LOTTERY
AND/OR WAREHOUSE
.NAME /TITLE LOCATION RESPONSIBILITIES OPERATIONS
EXPERIENCE
ONGOING TLC WAREHOUSE AND DISTRIBUTION OPERATIONS TEAM
Scoft Ross o Oversee all daily on-site 29 years
Deputy Director, Instant Ticket activities and operations
Services
Jeremy Swanson @ Oversees entire 14 years
Warehouse Manager warehouse operation and
ticket inventory
management
@ Responsible for daily
warehouse operations
Williom “BJ" Nugent o Serve as o conduit 5 years
Inside Sales Manager between the Inside Sales
(Tel-Sell) Representafives (ISRs)
(Tel-Sell representafives)
and the Texas Lottery

Figure 9.2-16 represents Scientific Games’ proposed team that will oversee and support daily warehouse and distribution
functions.
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FIGURE 9.2-16: TLC WAREHOUSE AND DISTRIBUTION TEAM

John Osenenko
Texas Account Director
19 yrs. Lottery Experience |

Scott Ross
1 Deputy Director of
Instant Ticket Services |
29 yrs. Lotlery Experience

Administrative
Assistant

Jeremy Swanson

Warehouse Manager |
b yrs. Lottery Experiente
. A ARl

Warehouse
Supervisor

System
Administrator

I

Warehouse Leads

(2)

lgmue———

Warehouse Clerks
(25) |
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Information Redacted

9.2.4.1 WAREHOUSE IMPLEMENTATION AND CONVERSION TEAM  §552.101/466.022/552.139

Throughout the weeks before, during and after the transifion to , the TLC Transition
Team will work fogether with the on-sife Instant Ticket Services Team and designated Texas
Lottery personnel to ensure full contract compliance. Scientific Games guarantees uninterrupted
distribution of all instant games and communication and/or markefing materials during the
conversion period.

SUPERIOR VALUE
As further demonstration of our commitment fo your business, Scientific Games provides the

Texas Lottery with an experienced team of (SP system implementation professionals with extensive lottery experience.
John Schulz, Vice President, Instant Tickef Services

During his 25 year tenure with Scientific Games, John has overseen the conversions/
implementations of 26 lotteries as well as seven new lottery start-up projects.

John currently serves os the Vice President of Instant Ticket Services and is responsible for
overseeing account management and the ongoing support of all domestic CSP operations. John
will supervise the project management team assigned fo direct the Texas Lottery’s warehouse

-

Hmrufz |

implementation plan.

John's first introduction to (SP operations began in 1985 with the New York Lottery start-up. More recently John has been part
of the conversions in Ohio, District of Columbia, Delaware, Oklohoma, and Pennsylvania as well as the implementation of new
lottery start-ups including: Arkansas, Georgia, Tennessee, Puerto Rico, South Carolina, Nebraska, and Oklahoma. John brings
with him a wealth of implementation support and service experience.

Cherie Peyton, Senior Project Warehouse Implementation Manager

Acting as Scientific Games' Senior Project Warehouse Implementation Manager for the Texas
conversion will be Cherie Peyton. Cherie joined Scientific Games in 2004 as a project administrator
working for our vice president of Worldwide Projects. In this role, she coordinated daily and
weekly project meefings with both infernal and external customers and managed all software
mointenance releases worldwide. She took on full fime project management in 2005.

i

Cherie Peyton

She managed the rollout of 300 new online retailers for the lowa Lottery and was the deputy

project manager for the successful start-up for the Oklahoma Lottery in 2005. In Pennsylvania she provided full project
management support to deliver an implementation plan that was completed in a timely and efficient manner. Most recently she
served as Project Manager for the conversion in Florida in 2008, and the start-ups in Puerto Rico and Arkansas in 2009. Cherie
is now responsible for corporate support of (SP sites with respect to systems, communications, vending machines and special
projects. Cherie will be on the ground in Texas during the project phase through start of sales. She will manage the day-to-day
facility build-out and procurement of all equipment.

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted
Brad Bever, Production Systems Manager §552.101/466.022/552.139

Brad is responsible for receiving, assembly and configuration of Production, Test, QA and
Development computer systems. Brad’s team will ensure that all servers are assembled according
to the contract specifications as well as loading operating systems and over the counter software.
His team will olso configure these servers info

Brad Bever

Maurice “Moe” Corrette, Director, Logistics and Planning

Moe will lead Scientific Games’ facility logisfics team. This team is responsible for the overall
building design, construction and infrastructure equipment fo be provided as part of the
implementation project.

Figure 9.2-17 identifies all key implementation and conversion staff members, their specific
contract function, how long it is anticipated they will be engaged with the project and their years of
lottery experience. They will be supported by over 250 qualified and experienced Scientific Games
personnel.

Moe Corrette

2-17- Kev Personne! of TLC Project Implementation Teom

SCIENTIFIC

GAMES’ LOTTERY LENGTH OF PROJECT YEARS OF

PROJECT KEY CONTRACT FUNCTIONS LOTTERY
IMPLEMENTATION ENGAGEMENT  exPERIENCE
TEAM MEMBER
John Schulz Management oversight of Cooperative | John will be engaged 25
Project Director Services. throughout the life of the
project.

Cherie Peyton Responsible for cooperative services | Cherie will be engaged b
Senior Project procurement and installation throughout the life of the
Implementation Manager | coordination. projed.
Brad Bever Manages the procurement, receipt, Brad will be engaged 6
Production Systems assembly, configuration, and throughout the ife of the
Manager installation of all servers relatedto | project.

development, QA and actual

production lottery systems.

g, HEEER
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Figure 9.2-17: Key Personnel of TLC Project Implementation Team

- SCIENTIFIC -
~ GAMES’ LOTTERY YEARS OF
PROJECTKEY  CONTRACTFUNcTioNs 'O FROECT  jorey

IMPLEMENTATION EXPERIENCE
~ TEAM MEMBER

Moe Corrette Provides oversight and coordination | Moe will be engaged throughout 12

Director, Logistics and for all activities related to facility the life of the project.

Planning implementation.

The following corporate executives will be closely involved with the TLC Implementation Project. They will
be a resource to resolve issues that may be impacting the project. Each execufive reports directly fo Steve
Beason, the TLC's Executive Sponsor.

Bill McArthur Management oversight of the teams | Bill will be engaged throughout 6
VP IS & Technology responsible for operational support, | the life of the project.
central systems, and training.
John McCormack Management oversight of system John will be engaged 15
VP System Development | development. throughout the life of the
project.

Scientific Games’ organizational chart for key members of the Lottery project implementation and conversion team is presented in
Figure 9.2-18.
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Information Redacted

9.2.4.2 TRAINING PLAN §552.101/466.022/552.139

Scientific Games will conduct initial and ongoing warehouse employee iraining for the proposed . The initial
system training will take place within two weeks before the scheduled “go live” date. At this fime we will focus the training on
the operation of the instant ticket distribution, Tel-Sell and warehouse systems. Scientific Games will train the
employees on the new process for receiving the Tel-Sell orders at the warehouse, sorfing the orders withir ond the
proper quality control checks and balances that are required to fulfill each and every retailer order. The training will be “hands
on” and will assign equipment and user manuals with question and answer sessions to ensure understanding of the pick and
pack operation.

Training is expected to take no more than a few days. Each day is focused on answering questions and achieving higher levels of
quality and efficiency. On the final day a short meefing will be held with supervisors and leads to discuss repors, software and
troubleshooting methods and to answer any questions. Scientific Games experienced staff from other CSP operations will be on-
site to assist local Scientific Games” staff.

Training topics will include:

e Reading the and requesting the proper inventory amounts by game and pack
e Loading the instant ticket staging area flow racking system in accordance with inventory and order requirements
o Loading the instant ticket packs in the manner that the bar code scanner will guarantee the packs being read correctly

o Proper packaging and quality control checks to be taken at the individual packaging stations, including selection of
shipping container, manifest fo product verification and proper placement of the shipping label on the outside of the
package

o Scientific Games’ staff will also be trained on the proper daily, weekly and monthly preventative maintenance program

for the system
o Simulations set up fo ensure all employees are comfortable with the new process

Scientific Games will provide ongoing training courses for employees that will include all proper procedures for working within
the warehouse, the automated packaging system and returns processing. We will also conduct Tel-Sell training for the sales staff
in the use of the to reinforce the need for security, safety and the importance of personal integrity. All
training procedures will be documented and assessed during our next IS0 cerfification audit.

DOCUMENT REDACTED BY TLC - 12-5-10

HmmEn

AN L1111
E

» HENE

E
i
i




PART 9: WAREHOUSE AND DISTRIBUTION

9.2.4.3 HOURS OF OPERATION

At o minimum Scientific Games will work the hours specified in the RFP = 7:00 a.m. to 6:00 p.m. Monday
through Friday. Scientific Games will do whatever it takes o package ticket shipments on fime to meet Texas Lottery goals.
As a result of this can-do attitude, we have never missed an instant ticket game launch.

When the need arises we will work weekends and extended weekday hours to ensure retailers have the tickets they need.
Because of the relationship with our courier partners, the couriers have been very accommodating with rearranging pick up
times when needed.

Scientific Games, along with our courier partner(s) can process and ship ficket orders on weekends, holidays, and other fimes
based on ticket ordering activity and under special circumstances as required by the Texas Lottery.

LT 1Y)
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9.3 INSTANT TICKET DELIVERY

RFP Requirement: The Texas Lottery designs and infroduces approximately 90 1o 100 new Instant Ticket gomes each yeor. New Instont Ticket gomes
are delivered fo Refailers in accordance with ihe designated lounch dotes identified by the Texas Lottery in the Instant Ticket game plan. Daily invenfory
replenishment is akso fulfilled based on orders initiated by Retuilers and the Lotery Operator’s ficket inventory management personnel and automated
invenfory system.

ROLES AND RESPONSIBILITIES

o

Table 1€

§. Instant Ticket Delivery Requirements

Processes orders received from Retailers from the Successful Proposer’s ticket X
inventory management personnel for additional Instant Tickets

SUCCESSFUL
PROPOSER

TLC

Provides copies of Instant Ticket orders to the central distribution warehouse staff

Fulfills order and ships to Retailer

Investigates “missing” tickets/packs based on Texas Lottery rules and guidelines

><| | ><| ><

Returns fickets to the central distribution warehouse, if the Refailer does not accept
the tickets

DETAIL REQUIREMENTS

RESPONSE

SECTION(S)

The Successful Proposer must process (process means issuance of the Instant Ticket order fo the
central distribution warehouse) all daily ficket orders received within the next Working Day to
ensure ficket deliveries are not delayed. Orders received for processing af the central distribution
warehouse Monday through Thursday must be delivered to the Retailer location within 36 hours
of order receipt; orders received for processing ot the central distribution warehouse on Friday
must be delivered to the Retailer location within 72 hours of order receipt.

9.34

The Successful Proposer must document and provide a plan for processing and shipping ticket
orders on weekends, holidays, and other times bosed on ticket ordering activity and under
speciol circumstances as required by the Texas Lottery.

9.3.2

The Successful Proposer must develop an invoice/ticket order document fo be induded in each
ficket order package or any alternative methods for this process and obtain Texos Lottery
approval of the document format.

9.3.5

The Successful Propeser must have a process fo prevent Instant Ticket Manufacturer omitted
packs including, but not limited to, inappropriately wrapped packs, mis-cut packs or other
defective packs from being shipped fo Retailers.

9.3.6

10.

The Successful Proposer shall develop and use a procedure and process fo document the delivery
of tickets and obtain signed delivery receipts from individual Retailers.

9.3.3

DOCUMENT REDACTED BY TLC - 12-5-10
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RESPONSE
SECTION(S)

11. The Successful Proposer must maintain written proof of delivery of ficket orders and provide such 9.33
documentation to the Texas Lottery within four (4) business hours of request. The document must
include the signature of the party who received the Instant Ticket order.

_DETAIL REQUIREMENTS

12. The Successful Proposer must pack communication and/or marketing pieces with fickef orders as 9.3.5
required by the Texas Lottery.

Table 106. Instant Ticket Delivery Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe its plan for processing and shipping ficket orders on weekends, holidays, and other fimes
based on ticket ordering adfivity and under special circumstances as required by the Texas Lottery.

3. The Proposer must describe the process (incuding security features) to be used to document the delivery of tickets and
obtain proof of signed delivery receipts from individual Retailers.

4. The Proposer must describe its proposed ficket order delivery plan for Retailers in geographically remote areas.

5. The Proposer must describe the procedures and materials that will be used to package Instant Tickets for delivery to
Retailers.

6. The Proposer must describe the process that will be used to prevent Instant Ticket Manufacturer omitted packs or other
defective pucks from being shipped fo Refailers.

7. The Proposer must describe the methods, procedures, hardware and software to be used to monitor Instant Ticket
inventory and ensure that optimum inventory levels are maintained at each Retailer location.

Ll 1A% | s Bl Corsiion | I
luble 107. Instant Tickef Delivery Service Levais

SLR # “ SLR NAME

3.60.59 Instant Ticket Packs Not Delivered to Texas Lottery Retailers
LIQUIDATED DAMAGES
36138 Unassigned Packs of Instant Tickets Missing from the Warehouse

Scientific Games understands that the Texas Lottery designs and infroduces approximately 90 to 100 new instant ticket gomes
each year. New instant ficket games are delivered to retailers in accordance with the designated launch dates identified by the

EmEE
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nformation Redacted
§552.101/466.022/552.139

Texas Lottery in the instant ticket game plan. Daily inventory replenishment is also fulfilled based on orders initiated by refailers
and the Lottery Operator’s ficket inventory management personnel and automated inventory system.

Scientific Games hos proposed our highly respected inside sales service program fo manage Texas instant ficket inventory
fulfillment and replenishment process. Our inside sales representatives leverage their relationship with their assigned retailers,
based on establishing trust and providing consistently high service, to ensure that each store always has the appropriate ficket
inventory. Calls o retailers are initiated by the operators on a regular schedule.

Scientific Games also commits to providing the Texas Lottery with alternate ordering techniques, such as the ability for refailers
to request packs via phone, the Texas Lottery retailer website or through the WAVE™ terminal. This technology allows the siore
owner to submit a special pack order, in the event that there is an unexpected demand for tickets. An order placed through the
terminal after regular business hours would be prepared by warehouse personnel on the next business day.

In addition to the

RESPONSE TO TABLE 106: INSTANT TICKET DELIVERY RESPONSE REQUIREMENTS

9.3.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Respouse Reguirements 1: The Proposer must acknowledge and accep! the roles and responsibilities and defail requirements indicated in this section.
e e e R e e e e e e,

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.3.2 PLAN FOR PROCESSING AND SHIPPING TICKET ORDERS ON WEEKENDS, HOLIDAYS,
AND OTHER TIMES (DR 7)

Response Requirements 2: The Proposer must describe its plan for processing and shipping ficket orders on weekends, holidays, and other fimes
based on fickef ordering aciivity and under special drcumstances as required by the Texas Loftery.

In satisfaction of RFP Table 105, Detail Requirement No. 7, Scientific Games will process and ship ticket orders on weekends,
holidays and other fimes based on ticket ordering activity and under special circumstances as required by the Texas Lottery.

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted
§552.101/466.022/552.139
However, one of the advantages of our proposed solution is that the need for after hours processing is minimized by our

predictive ordering tool. Our Inside Sales Representatives use our proprietary predictive ordering ool fo safeguard
against low inventory levels ot the retailer locations. In Section 9.3.7 we provide a detailed description of this proprietary
system.

9.3.3 PROCESS USED TO DOCUMENT THE DELIVERY OF TICKETS AND OBTAIN PROOF OF
SIGNED DELIVERY RECEIPTS FROM INDIVIDUAL RETAILERS (DRs 10 and 11)

Response Requirements 3: The Proposer must describe the process (including security features) to be used to document the delivery of tickets and
obtain proof of signed delivery receipts from individual Refailers.

Scientific Games’ provides an integrated Tel-Sell module which interfaces with third party tracking
systems, for package delivery status after the packages are shipped fo the refailer.

In other states Scientific Games tracking system to accurately confirm shipment
deliveries. Below we have provided sample screenshot demonstrating how the Installed in the Florida
Lottery, inferfaces with the proof of shipment delivery.

EREEE
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RFPHO. 362-10-0001 ® JUNE 30, 2010 @ TEXAS LOTTERY COMMISSION

If the Texas Lottery chooses to , you will have access to the delivery information via the
Lottery retailers can

In addition, Scientific Games will gladly furnish

Scientific Games have feamed together to provide prompt professional service fo refailers. recognized around
the world for secure, effective and efficient delivery service. deliveries are made from

They project a positive, professional image not only for UPS but for our lottery
partners aswell.  has been up to the task of delivering producis o retailers with a 99.8% rate of on-time deliveries. They
know and understand Lottery retailers and the times of delivery expected by these retailers.  obtains a signed receipt for
each and every package delivered and their tracking system is updated throughout the day. The tracking/delivery information,
induding the signature of the party who received the order, is available via accessing

Should the situation arise where our primary courier contractor (s unable to fulfill the delivery requirements as specified,
Scientific Games also maintains relationships with HUB and local contractors to provide delivery services statewide with litle or
no disruption in service.

Proof of Delivery — In safisfaction of RFP Table 105, Detail Requirement Nos. 10 and 11,

Scientific Games maintains written proof of delivery of all tickets orders and will provide such

documentation to the Texas Lottery within three business hours of request. The document will #
indude the signature of the party who received the instant ficket order. As previously mentioned,
our delivery procedure tokes advantage of the technology used by our partner courier
document confirmation that the retailer accepted delivery of the tickets. Delivery information is
aceessible

cACEEUS

Our trusted, established parierships will ensure that retailers have access to accurate, iracking/delivery information, and more
importantly, all shipments are delivered in a secure, timely and efficient manner including signed delivery receipts from
retailers.

DOCUMENT REDACTED BY TLC - 12-5-10
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9.3.4 TICKET ORDER DELIVERY PLAN FOR RETAILERS
IN GEOGRAPHICALLY REMOTE AREAS (DR 6)

Response Requirements 4: The Proposer mus! describe ifs proposed ficket order
delivery plan for Retailers in gesgraphicelly remote areas.

Using  certified HUB couriers and other local couriers, Scientific
Games satisfies RFP Table 105, Detail Requirement No. 6 by agreeing fo
deliver ticket orders fo remote geographic areas within 36 hours of order
receipf Monday through Thursday and within 72 hours of orders received
for processing on Friday.

9.3.5 PROCEDURES AND MATERIALS THAT WILL BE
USED TO PACKAGE INSTANT TICKETS FOR
DELIVERY TO RETAILERS (DRs 8 and 12)

Response Requirement 5: The Proposer must describe the procedures and materiols that will be used to package Instant Tickess for delivery fo
Retailers.

When the conveyor carries fotes of instant ficket orders/shipments to packaging auditor stations, they are ready to be packaged
for delivery to retailers.

PACKAGING PROCEDURES

my G
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§552.101/466.022/552.139

PACKAGING MATERIALS

9.3.6 PROCESS THAT WILL BE USED TO PREVENT INSTANT TICKET MANUFACTURER
OMITTED PACKS OR OTHER DEFECTIVE PACKS FROM BEING SHIPPED TO RETAILERS
(DR 9)

Response Requirement 6: The Proposer must describe the process that will be used to prevent Instant Ticket Manufacturer omitted packs or ather
defective packs from being shipped to Retailers.

During our printing process packs that are in the omit status are identified in the inventory file created for every print run. The
pack numbers within a range of printed fickets are flagged as domaged during printing, defective, mis-wrapped, mis-cut, or
removed for QC testing, which prevents them from being shipped to the central distribution warehouse. After the game is loaded
ot the central distribution warehouse, AEGIS-EF will never allow omitted packs to be invoiced in any inventory transaction,
satisfying RFP Table 105, Detail Requirement No. 9.

A software pack security grid, within the Lottery gaming system, controls which pack status changes are allowed under the
jurisdiction’s policies. This prevents the SciTrak Ultra packing subsystem from accepting it as a viable shipping pack (i.e., being
changed to “in transit” status).

As orders are being filled, a physical inspection is concluded also preventing open, mis-wrapped, domaged packages from being
shipped to a retailer location.

DOCUMENT REDACTED BY TLC - 12-5-10
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9.3.7 METHODS, PROCEDURES, HARDWARE AND SOFTWARE TO BE USED TO MONITOR
INSTANT TICKET INVENTORY

Response Requirements 7 The Proposer must describe the methods, procedures, hardware and software fo be used to monitor Instant Ticket
inventory and ensure that optimum inventory levels are maintained of each Retailer location.

Scientific Games’ in-depth knowledge of lottery inside sales programs is the basis for our proposed approach to inventory
management. Honed by years of actual hands-on experience, our program emphasizes communication from ISRs as a vital part
of an overall marketing and sales strategy. It is also understood that ISRs are the primary link to the retailer network.

Our centralized inside sales, warehousing and distribution program eliminates operational inconsistencies that can negatively
impact revenues and creates more opportunities for the ISRs to build relationships with refailers. Our approach is based on our
experience in staffing and operating similar inside sales, warehousing and distribution programs for some of the industry’s
leading lotteries, including Florida, Delaware, D.C., Pennsylvania, Oklahoma, Arkansas, and Puerto Rico. These operations also
adhere to the Scientific Games centralized inside sales program model.

Figure 9.3-4 presents the features and benefits of our proposed inside sales program. _
Information Redacted

Figure 9.3-4: Highlights of the Scientific Games Inside Sales Plan §552.101/466.022/552.139
FEATURES BENEFITS
e Predictive Ordering Qur uses sales from each individual retailer to predict

inventory usage and days of inventory remaining by game and present these
data on the ISR’s order screens.

o Phone Monitoring System Supervisors are able to monitor any incoming or outgoing calls ot any
individual ISR station. All ISR calls are recorded and made available fo the
Lottery upon request.

o Remote Monitoring The Texas Lottery can silently monitor ISR calls remotely via a secure web
page.

e Phone Tracking System Tracks all inside sales phone calls, by the individual ISR, the number of calls,
the length of calls and the time on hold.

e Auto-Dial Inside Sales Reps utilize auto-dial ot the click of a button on the retailer
information screen.

o Pack Staus The status of any given pack of tickets is available for viewing by Inside Sales
Reps at any fime. This includes in-transit, received, activated and settled
packs.

o Sales Information Sales prediction formula is based on “live redemptions” by individual game as

assigned o individual retailers— NOT BY DISTRIBUTION NUMBERS.

oy EEREE
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Figure 9.3-4: Highlights of the Scizntific Games Inside Sales Plan

FEATURES BENEFITS

Retailer order history is available online, for a lotiery-defined period. It is not
based on the number of previous orders.

@ Order History

o Call Reports Our ISR module uses online retailer call reports.

o Courier Tracking Inside Sales Reps can frack every package shipped, online and in real-fime.

SALES PROCESSING FUNCTIONALITY

Our order fulfillment/inside sales function gives sales representatives quick and easy access to a variety of refailer information
during the course of a call. This enables us to communicate information to retailers through one centralized process. The inside

sales function is illustrated in Figure 9.3-5. Information Redacted
§552.101/466.022/552.139
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Inside Sules Representatives act as a “clearinghouse” of information to retailers each time they call. At a minimum, the inside
sales module of the contains all the following information:

e Retailer nome, number, and contact name(s) Information Redacted
o Sales representative §552.101/466.022/552.139
e Sales history information

o Atop down listing of the top selling games for the refailer based on the most current sales information for that retailer

o Rate of sales information by individual game

o Quantity of tickets on hand by individual game

@ Days of inventory on hand by game

o (all frequency

o (all week: retailers are called according to weekly and biweskly frequency cycles

o The ability to enter permanent call notes for each retailer

o Retailer sales type and/or trade style

o Last ISR order date

o The ability to enter ordering notes on ISR screen by individual refailer

Various reports are available from the system to monitor inventory by retailer, sales representative, and region. In addition, we
will customize other reports o meet your needs as they arise.

END-OF-DAY ORDER VALIDATION

Various data is stored in to enable information on retailer orders to be easily retrieved and displayed. Summary
totals can be displayed on the screen by LSR, ISR, retailer and/or game for any given period of time. The system displays the
information in a report format on the screen that can also be printed for hard copy archival.

REAL-TIME UPDATES

Various sorting
options are also available to customize the

CALL QUEUE

Figure 9.3-6 shows a sample Call List Screen.

MMENT REDACTED BY TLC - 12-5-10
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Information Redacted
§552.101/466.022/552.139

This Daily Call Report is generated for each inside sales representative and can be generated for future dates. This report, ot a
minimum, will include the following information:

o LSR name and identification number

o Retailer demographic information

o Retailer call cycle/date, delivery cycle/date, and last order information
o Retailer order history

o Retailer inventory levels

o (omments

o Any other required informafion the Texas Lottery would desire

Our system can handle call cycles of varying weeks, allowing us to schedule call cycles from one week to nine week periods. The
parameter-driven ISR subsystem is easy to use and provides automatic calling to retailers according to:

o Date of latest retailer call
o Inveniory levels
o Ticket delivery dafes

DOCUMENT REDACTED BY TLC - 12-5-10
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o (ontact name(s)

e Invoice dates

o Sales ferritory

o Any other method the Texas Lottery would desire

ORDER ENTRY

We don’t want the LSRs to come up unexpectedly on a refailer with too little or no stock situation. That is why our Inside Sales
reps will proactively contact the LSRs fo advise them of low inventory situations.

In situations like these, our system allows either the retailer or the sales representative to initiate an ISR call. When the retailer
places a call, the ISR order entry processing screen is displayed on the ISRs screen. Retailer information is displayed on the
screen showing refailer demogrophics, instant ticket sales data and inventory on hand.

As shown in Figure 9.3-7, the full feature telemarketing system enables the ISR fo easily refrieve information on a retailer’s
account, including:

o A projection of how many days of inventory the retailer has by gome

o Demographic information

o Status

o (all cycle and date

o Delivery cycle and date

o (urrent acfive games

o Order history types fo identify orders by telemarketing, through the retailer terminal, etc.
e Average order

o Real-fime inventory information: number of available packs in warehouse, by gome

o Inventory on hand

=DOGUMENT REDACTED BY TLC - 12-5-10
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The ISR order function also has the ability to:

o Enfer orders for any active instant game

o Return the retailer fo the call queue if the order is not completed
o Delay an order for an arbitrary amount of time

o Remove the retailer from the call queue if no order is necessary
o Override predidive ordering volume suggestions

e Enter notes or commenis

o Change retailer information

o Update the number of selling locations or ticket dispenser slots
o Present winner awareness information (information on past high fier winners)
o Automatically dial the retailer’s phone number

o Update contact names and preferred times

@ Order counts placed through automated process(es)

DOCUMENT REDACTED BY TLC - 12-5-10 % O
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Confidentiality Claimed
Not released
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Confidentiality Claimed
Not released

SHIPPING PROCESS

When an order is placed, the system verifies exisfing inventory levels so as to ensure that there is sufficient inventory for the
particular game(s). If warehouse inventory is inadequate, the game is instantly removed from the order screen. When an order

is processed, the inventory balance and order files are updated in order to reserve the inventory. Information Redacted
§552.101/466.022/552.139

TICKET ORDERS

Al ticket orders are reviewed and processed by our Inside Sales staff.
supports ficket orders placed in the order file as originating
in a number of ways:

o During calls from the IRS staff

o Retailer-placed calls to the special Tel-Sell phone number
@ ISR calls to a retailer's ISR

o Special order screens on the WAVE™ sales terminal

o Secure ordering pages accessed through the Texas Lottery’s
website

o (ustomized automated voice response phone system

Orders for multiple packs and/or mulfiple games are processed as a single
order. The order processing function generates a single shipping manifest
for the retailer. The shipping manifest indudes the manifest number along with a bar code, which can be used to track and
process the shipment af the retailer POS and warehouse.

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted
§552.101/466.022/552.139

Additional features of our integrated module are as follows:
Contact Schedule —~When each retailer is entered info , ISR data elements are input, including the assigned LSR
and ISR, frequency of calls, call day and preferred fime of day. can then automatically generate a call schedule.

The retailer always has the option of requesting a call fime and date that fits into their schedule.

Inventory Management — The ISR function includes the ability o monitor and manage inventory at the retailer level. This
will, at a minimum, include the monitoring of:

o Orders shipped but not confirmed
o Packs confirmed but not yet aclivated
o Low or high stock levels

As each call is made by the Inside Sales Representafive, the order screen shows the real-time warehouse inventory levels, as well
as the level af the retailer, by game. This allows ISR to sell down to the last pack in the warehouse.

Retailer Account Services — The ISR's package can provide retailer account service acivities including pack returns, stolen
ticket reporting, and lost or delayed shipment tracking. The system can, and typically does, serve as the initial point of contact
concerning ticket any retailer problems.

RECORDING TELEMARKETING CALLS

Scientific Games will digitally record all telemarketing calls placed or received. The call recording system will provide live call
monitoring as well as historical call playback including computer screen capture and synchronization. At a minimum, calls over
six months old can be archived for long term storage. Recordings will be retained on a schedule as approved by the Texas
Lottery.

INCOMING CALL PROCEDURE

Scientific Games will use a Lottery-approved pre-recorded message to be heard by waiting calls.

ORDER PLACEMENT METHODOLOGY

To ensure accuracy, Scientific Games’ ISR are trained to review ticket orders with the retailer before submitting it. This not only
ensures accuracy but also provides the ISR with the opportunity to sell additional tickets for specific games. Once an order is
placed, it is recorded in the Order History screen which can be reviewed with the retailer.

Scientific Games mainains close control over the warehouse inventory with the most advanced technology in the industry foday.
As described throughout Section 9, inventory control and insiant game lifecycle management is a core function of the
system and at the heart of our offering fo the Texas Lottery.

RFP KO. 362-10-0001 ® JUNE 30, 2010 ® TEXAS LOTTERY COMMISSION
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This system provides the tools necessary to monifor retailer inventory levels and provide the advanced reports needed to

effectively help manage daily operations. ~ Information Redacted
§552.101/466.022/552.139

newest fool, Predictive Ordering System, takes inventory monitoring and refailer orders fo the next level. This
new, powerful tool ensures that corredt ficket quantities are ordered for each game by “shaping” the most effective ticket order
recommendafion fo retailers. This inventory review service is provided for ISR generated calls and any orders received via Voice
Mail, website and online terminal.

Al of this and more is accomplished through the tools available with the Predictive Ordering System.

Confidentiality Claimed
Not released

DOCUMENT REDACTED BY TLC - 12-5-10
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Confidentiality Claimed
Not released

9.3.7.1 WAREHOUSE INSTANT TICKET RETURN VERIFICATION

RFP Requirement: There are three types of ticket returns that accur from Retailer locations: parfial pack returns, full pack refurns and manual refurns.
LSRs are responsible for the return ticke! processes af the Retailer level. This section covers the steps to transfer tickets from the Retaiter location through
verification and refurn processing af the central distribution warehouse facility.

Following the retrigval of tickets from the Retoiler:

1. Manual {Domaged, Defective, Retailer Sales terminal unavailable for processing, efc.) pack ticket refurns are delivered to the central distribution
warehouse for credit fo the Retailer’s account and retention for destruction.

2. Full pack ticket returns (processed by Terminal at Retailer) will be delivered to the central distribution warehouse for verification and destruction or re-
distribution based on the status of the game.

EnuEm
HomEN

“DOCUMENT REDACTED BY TLC - 12-5-10
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3. Parfial pack tickef returns (processed by Terminal af Refailer) will be delivered to the ceniral distribution warehouse for verification of the range of
tickefs returned and retention for destruction.

Table 108. Warehouse Instant Ticket Return Verification Requirements
SUCCESSFUL
NSIBILITIE T
ROLES AND RESPONSIBILITIES PROPOSER LC
1. Jointly receive, verify, and report on the status and count of fickes returned to a secure X X
area af the central distribution warehouse
2. Sorts returned tickes by ficket or status fype according fo documented procedures X
3. Verifies and validates returned pack and ticket ranges from Refailers according to X
documented procedures
4. Determines and documents processing of returned tickets within specified time frames X
5. Reconciles discrepancies for returned pack and ticket ranges from Retailers X
6. Stores defective tickets, partially opened packs, and tickets from dosed games in the X
Successful Proposer’s warehouse in Texas Lottery-controlled space

RESPONSE
DETAIL REQUIREMENTS -  SECTION(S)
7. The Successful Proposer shall document the process and procedure, subject to approval by the 937.1.2
Texas Lottery, that will be used fo track and store partial packs of Instant Tickets returned from
Retailers.
8. The Successful Proposer must document the procedure, subject to approval by the Texas Lottery, 9.3.7.1.3
for handling Instant Tickets that are in a “hold,” “lost warehouse,” “lost Retailer,” or “in transit”
status for more than 60 Days.
9. All manual (domaged, defective, etc.) full or portiol pack ficket returns must be refurned to the 937.13
centrol distribution warehouse and processed for credit to the Retailer's account within twenty-
one (21) Days from Retailer pickup.
10. Al full pack ticket refurns (processed by Terminal ot Retailer) must be returned fo the central 937.1.2
distribution warehouse within twenty-one (21) Days from Retailer pickup.
11. Al partial pack ticket returns (processed by Terminal ot Retailer) must be returned to the central 9.3.7.1.2
distribution warehouse within twenty-one (21) Days from Retailer pickup.
12. If, ot any time during the return of an Instant Ticket pack fo the warehouse, the pack is placed on 93713
“Hold” status for more than ninety (90) consecutive Days or af the end of validation date for the
game, the Successful Proposer must change the pack siatus fo “Stolen Warehouse.”
DOCUMENT REDACTED BY TLC - 12-5-10 S‘ ; Eé%gg
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RESPONSE
DETAIL REQUIREMENTS SECTION(S)
13. If, at any time during the return of an Instant Ticket pack to the warehouse, the pack is placed on 9.3.7.1.3
“Lost Warehouse” status for more than ninety (90) consecutive Days, af the end of validation
date for the game, or a validation is attempted after the pack is placed in “Lost Warehouse”
status, the Successful Proposer must change the pack status to “Stolen Warehouse.”
14. If, ot any fime during the return of an Instant Ticket pack to the warehouse, the pack is placed on 93.7.13

“Lost Retailer” status for more than ninety (90) consecutive Days, ot the end of validation date
for the game, or a validation is attempted after the pack is placed in “Lost Retailer” status, the
Successful Proposer must change the pack status to “Stolen Retailer Non-chargeable.”

15. If an Instant Ticket full or partial pack is placed on “InTransit” status for more than thirty (30) 937.13
consecutive Days, the Successful Proposer must change the pack status to “Stolen in Transit.”

16. The Successful Proposer shall be responsible for damage to and/or loss of Instant Ticket packs 9.3.7.1:3
and Instant Tickets in the Successful Proposer’s care or custody.

Tk 100 Werahasen ctrnd Tiel albsa | B (R JRRL - i | I rr e,
Table 109. Warehouse Instant Ticket Return Verification R-."._[;;__. 5¢ kequirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe the process and procedure (including security features) that will be used to document and
store partial packs of Instant Tickets returned from Retailers and the tracking system that will be used to follow the packs
returned fo the warehouse.

3. The Proposer must describe the procedures for locating Instant Tickets that are in a “Hold,” “Lost Warehouse,” “Lost
Retailer,” or “In Transit” status longer than the permitted time limit.

Toble 110, Warehouse Instant Ticket Return Verification Service Levels
SiRE. ~ SLR NAME
3.60.60 Instant Ticket Packs Not Returned to the Warehouse
3.60.61 Warehouse Instant Ticket Return Verification

Scientific Games understands that there are three types of ficket returns that occur from retailer locations:
. LSRs will be responsible for the return ficket process at the retailer level. We have read
and understand this section and the steps necessary to transfer tickets from the Retailer location through verification and return

Information Redacted
§552.101/466.022/552.139
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processing af the central distribution warehouse facility. We understand and will use the following procedures for the retrieval of
tickets from the retailer:

1. Manual (Damaged, Defective, Retailer Sales terminal unavailoble for processing, etc.) pack ficket returns will be delivered
to the central distribution warehouse for credit fo the Retailer's account and retention for destruction.

2. Full pack ticket returns (processed by Terminal ot Retailer) will be delivered to the central distribution warehouse for
verificafion and destruction or re-distribution bosed on the status of the game.

3. Parfial pack ficket returns (processed by Terminal of Retailer) will be delivered to the central distribution warehouse for
verification of the range of tickets returned and retention for destruction.

RESPONSE TO TABLE 109: WAREHOUSE INSTANT TICKET RETURN VERIFICATION RESPONSE
REQUIREMENTS

9.3.7.1.1 ACKNOWLEDGEMENT AND ACCEPTANCE OF THE ROLES AND RESPONSIBILITIES AND
DETAIL REQUIREMENTS

Response Requirement 1: The Proposer musi acknowledge and atcept the roles and responsibilities and detoil requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.3.7.1.2 PROCESS AND PROCEDURE THAT WILL BE USED TO DOCUMENT AND STORE PARTIAL

PACKS OF INSTANT TICKETS RETURNED FROM RETAILERS (DRs 7, 10 and 11)

Response Requirement 2: The Proposer must describe the process and procedure (including security features) that will be used to document and store
partial packs of Instant Tickets returned from Retailers and the fracking system that will be used to follow the packs returned fo the warehause.

Information Redacted
§552.101/466.022/552.139

DOCUMENT REDACTED BY TLC - 12-5-10
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Information Redacted
§552.101/466.022/552.139

. In satisfaction of RFP Table

108, Detail Requirement Nos. 10 and 11, an authorized, licensed and insured Historically Underutilized Business (HUB) or UPS
or local courier will then pick up and deliver full and partial pack returns to the central distribution warehouse in Austin within

21 days.
RETURNS PROCESSING

Figure 9.3-10: Somple Full and Parfial Return Invoices

Partial Pack Return -

annew
muEEE
% H ENT REDACTED BY TLC - 12-5-10
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Full Pack Return — The same scanning process as described above is used for
with

. . = Information Redacted
Al of the data from the returns process is updated to the system for real-fime accountability. §552.101/466.022/552.139

9.3.7.1.3 LOCATING INSTANT TICKETS (DRs 8, 9, 12, 13, 14, 15 and 16)

Response Reguirement 3: The Proposer must describe the procedures for locating Instant Tickets that ore in a “Hold,” “Lost Warehouse,” “Lost
Retailer,” o “In Transit” status fonger than the permitted time imil.

provides a number of instant ticket inventory reports, induding packs that have languished in certain statuses longer
than a specified number of days. This provides instant ficket management staff a way of identifying tickets that have been in
hold, lost-warehouse, lost-retailer, lost-courier, in transit (fo retailer), or refurned-in transit longer than 60 days, satisfying RFP
Table 108, Detail Requirement No. 8.

THE TASK OF IN-TRANSIT REMINDER CALLS TO RETAILERS

LSRs will routinely remind retailers that they have packs in transit that need to have delivery confirmed. If the retailer is unable
to locate the package within 30 days of issuance, the LSR requests that the pack status be changed to “stolen in fransit.”

Scientific Games' personnel will review the pack status aging report on o weekly basis to review inventory in-transit status.

Scientific Games' personnel also use the pack status aging report to review packs in “hold,” “lost warehouse,” and “lost retailer”
status. Packs in “hold” or “lost warehouse” status for more than 60 days will be moved to “stolen warehouse” status. Packs in
“lost refailer” status for longer than 60 days are placed in “stolen retailer non-chargeable” status.

WAREHOUSE INSTANT TICKET RETURN VERIFICATION

By combining the information stored in the with proven warehouse physical inventory procedures.
The system has standard reports showing stagnant inventory (i.e., packs or tickets that have remained in specific statuses for
longer than o specified period). These reports will be used to identify packs remaining in hold, lost-warehouse, lost-retailer, or
refurn-in fransit status. The owner field associated with each pack will indicate the expected inventory location (i.e., warehouse
D). Using this report, warehouse staff will perform a detailed physical audit of the game’s inventary.

GMS inventory screens also are available for investigating the location and status history of specific packs and tickets. Associated
screens can be used by authorized warehouse clerks fo fransition any located “lost” inventory to an appropriate status.

Scientific Games will satisfy RFP Table 108, Detail Requirement No. 9, through o combinafion of Lottery Gaming System features
and warehouse inventory management procedures. The process is initiated by the LSR at the refailer’s sales terminal and

SERES
DOCUMENT REDACTED BY TLC - 12-5-10 % ]
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Information Redacted
§552.101/466.022/552.139
culminates in the sequestering of returns in the warehouse. We commit to completing the return process, with any resulfing

credit postings, within 21 days of pick-up from the refailer.

LSRs will have special, dedicated inventory management screens on the WAVE™ retailer terminal.
functions is the Refurn Tickets screen which supports the following processes:

When the returns reach the warehouse, they are scanned info an appropriate warehouse status (i.e., hold, warehouse-available,
or warehouse-unavailable). If the pack has been settled the process credits the original owning retailer’s account with the sale
value of the tickets minus the appropriate sales commission.

Scientific Games will satisfy RFP Table 108, Detail Requirement No. 12, by regularly generating an inventory report showing all
packs that have remained in hold status for longer than 90 consecutive days, and initiating warehouse audits to attempt to
locate the packs. Each pack that is found will be moved to a status consistent with Texas Lottery policies and procedures. If the
pack cannot be located within the warehouse, it will be moved fo stolen-warehouse status.

The same report review and status change process will take place at the dose of an instant gome (i.e., after the end-validation
date).

Scientific Games will safisfy RFP Table 108, Detail Requirement No. 13, by regulorly generating an inventory report showing all
packs that have remained in lost-warehouse status for longer than 90 consecutive days, and initiating warehouse audits to
attempt 1o locate the packs. Each pack that is found will be moved to a status consistent with Texas Lottery policies and
procedures. If the pack cannot be located within the warehouse, or a ficket validation is aitempted from the pack, it will be
moved fo stolen-warehouse status.

The same report review and status change process will take place at the close of an instant game (i.e., after the end-validation
date).
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Scientific Games will satisfy RFP Table 108, Defail Requirement No. 14, by reqularly generating an inventory report showing all
packs that have remained in lost-refailer status for longer than 90 consecutive days, and initiating an LSR or security
examinafion of the retailer site. Each pack that is found will be moved to a status consistent with Texas Lottery policies and
procedures. If the pack cannot be located or a icket validation is attempted from the pack, it will be moved to stolen-refailer
non-chargeable status.

The same report review and status change process will take place af the close of an instant game (i.e., after the end-validation
date).

Scientific Games will sotisfy RFP Table 108, Detail Requirement No. 15, by regularly generating an inventory report showing all
that have remained in in fransit fo refailer status or full packs or loose fickets (i.e., a partial pack) remaining in refurned-in
fransit status for longer than 30 consecufive days, and initiating an LSR or security examination of the retailer site and ficket
return physical path. Ench pack or icket range that is found will be moved to o status consistent with Texas Lottery policies and
procedures. If the pack or tickets cannot be located or a ticket validation is attempted from the pack, it will be moved fo the
appropriate status: stolen-courier or sfolen-in fransit status.

Scientific Games understands that the successful propeser is responsible for domage to and/or loss of instant ficket packs and
instant fickets in ifs care or custody, safisfying RFP Table 108, Detail Requirement No. 16.

9.3.8 STOLEN AND DAMAGED INSTANT TICKET REPORTING (DR 6)

RFP Requirement: If a Retailer reports Instant Tickeis as stolen or domaged, the Retailer may be eligible for a credit for those fickets based on Texas
Lottery rules and/or procedures. The Retailer must nofify the Lottery Operator, and the Lotfery Operator must enter the fickefs info the Texas Loery’s
stolen/damaged ticket datsbose and the Lottery Gaming System.

Before requesting credit from the Texas Lofiery for stolen fickets, the Retailer must report the theft fo a local low enforcement agency. The Lottery
Operator then verifies validation atfempfs on these reporfed sfolen fickeis and provides feedback fo the Refailer regarding the stolen Instant Tickefs. The
Texos Lottery monitors the process.

If Instant Tickess assigned o a Retailer ore domaged ond the domage was nof coused by the Retailer or the result of circumstances within the Refailer s
control, the Refaifer can request credit from the Texas Lottery for the demaged tickefs. The Relailer must notify the Lottery Operator, and the Lottery
Operator must enfer the domaged tickefs info the Texas Lottery's stolen/domaged ticket daiobase ond the Lotiery Gaming System. The Texas Lotiery
monitors fhe process.

Table 111, Stelen and Domaged Instant Ticket Reporting Requirements

SUCCESSFUL
ROLES AND RESPONSIBILITIES PROPOSER TLC
1. Hondles incoming confact from Retailers about stolen or domaged tickets X
2. Documents the event and enters the stolen or damaged ticket range into the stolen/ X
damaged ticket database and the Lottery Gaming System
3. (Checks to determine if the fickets reported stolen/damaged were activated or paid for X
and logs their status based on the review of tickets clossified as stolen

DOCUMENT REDACTED BY TLC - 12-5-10
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11. Stolen and Damaged Instant Ticket Reporfing Requirements

SUCCESSFUL

ROLES AND RESPONSIBILITIES PROPOSER TLC
T N L
RESPONSE
DETAIL REQUIREMENTS SECTION(S)
5. The Successful Proposer shall document the process and procedure for handling damaged or 9.38.2
stolen tickets.
6. The Successful Proposer must be available via the call center twenty-four (24) hours a Day, 9.38

seven (7) Days a week, three hundred sixty-five (365) Days a year for the infake of reports and
the documenting of stolen and/or damaged fickets.

Tahle 112 Stolen ond Domaged Instant Ticket Reporting Respense Requirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe how damaged and stolen tickets will be processed.

Scientific Games understands that if a retailer reports instant tickets as siolen or damaged, the retailer may be eligible for a
credit for those tickets based on Texas Lottery rules and/or procedures. We further acknowledge that the retailer will notify
Scientific Games, and Scientific Games' staff will enter the fickets info the Texas Lottery’s stolen/damaged ticket database and
the Lottery gaming system.

Scientific Games understands that before requesting credit from the Texas Lottery for stolen tickets, the Retailer will report the
theft to o local law enforcement agency. Scientific Games will then verify validotion attempis on these reported stolen tickets and
will provide feedback to the retailer regarding the stolen instant tickets. The Texas Lottery will monitor the process.

Scientific Games acknowledges that if instant tickets assigned to a retailer are domaged and the damage was not caused by the
retailer or the result of circumstances within the retailer’s control, the retailer can request credit from the Texas Loitery for the

damaged ickets. We understand that the retailer will notify Scientific Games, and that Scientific Games will enter the domaged
fickets into the Texas Lottery’s stolen/damaged ticket database and the Lottery gaming system. The Texas Lottery monitors the
process.

In satisfaction of RFP Table 111, Detail Requirement No. 6, Scientific Games will be available via the call center 24 hours a day,
seven days a week, 365 days a year for the intake of reports and the documenting of stolen and/or damaged fickets.
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RESPONSE TO TABLE 112: STOLEN AND DAMAGED INSTANT TICKET REPORTING RESPONSE
REQUIREMENTS

9.3.8.1 ACKNOWLEDGEMENT AND ACCEPTANCE OF THE ROLES AND RESPONSIBILITIES AND DETAIL
REQUIREMENTS

Response Requirement I The Proposer must acknowledge and occept the rofes and responsibilities and detail requirements indicated in this section.
e e e e T o

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

Information Redacted

9.3.8.2 PROCESSING OF DAMAGED AND STOLEN TICKETS (DR 5) §552.101/466.022/552.139

Response Requirement 2: The Proposer must describe how demaged and stolen fickets will be processed.
B e e e e

In satisfaction of RFP Table 111, Detail Requirement No. 5, Scientific Games has outlined our procedures for processing
domaged or stolen tickets. Damaged or stolen fickets reported af refail will be handled by the LSR. The LSR will be responsible
for updating the pack (o ticket) status at the retailer terminal to reflect “domaged” or “stolen.” Damaged fickets will be

will support the 23 instant ficket statuses listed in Section 7.3.8, plus about @ dozen others used by ihe Lottery
Gaming System. Based upon security parameters established at system configuration time, the system will enforce Texas Lotfery
instant icket policies and practices. GMS inventory control screens will allow authorized users to perform legal status changes
among the various statuses, including a number of stolen, damaged and lost categories.

Our system will allow the transifioning to appropriate statuses of packs or fickets that are identified by the retailer os damaged.
When authorized by the Texas Lottery, our employee processing the domage claim will use a screen option on the status change
screen to post an appropriate financial credit fo the retailer’s account. All such transaction will be communicated fo Texas Lottery
staff.

DOCUMENT REDACTED BY TLC - 12-5-10
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9.4 INSTANT TICKET AND ONLINE TICKET STOCK DESTRUCTION

RFP Requirement: The Lottery Operator contracis with a Texas Lottery-upproved document destruction vendor to destroy Instant Tickets and On-Line
Ticket stock that will no longer be circulated fo Refoilers. The Texas Lotiery approves and witnesses the destruction of all Instant Tickets, On-Line Ticket
stack and any other refoted moterials.

Tahla 112 lnciemt Tick ot snd On.lina Tirkat Ciarl Ractrurbinn Baniramante
iahie 113, instant fickel ang Un-Line ficket ok Destruchion nequirements

SUCCESSFUL
'ROLES AND RESPONSIBILITIES PROPOSSER TLC
1. Jointly signs forms logging items that will be destroyed X X
2. Jointly oversees loading of items to be destroyed onto destruction vendor’s vehicle X X
3. Jointly travels to destruction vendor site and witnesses destruction of items X X
4. Jointly signs-off at the completion of items destruction X X

RESPONSE

DETAIL REQUIREMENTS SECTION(S)

5. The Successful Proposer must provide: 9.4.3

0. for the destruction of unsold, returned or unused (after game close and reconciliation of
game) Instant Tickets and On-Line Ticket stock in a secure method, either within the central
distribution warehouse facility or ot o Texas Lottery-approved off-site facility; and

b. destruction equipment meeting Texas Lottery specifications and the staff to assist with the

destruction.

6. The Successful Proposer shall shred or otherwise destroy other Texas Lottery materials, such as 943
promotional coupons, void tickets, etc., at the Texas Lottery’s direction.

7. The Successful Proposer shall only destroy Instant Tickets, On-Line Ticket stock and other 943
materials with permission of the Texas Lotfery and under the direct supervision of Texas Lottery
personnel.

Table 114. Instant Ticke! and On-Line Ticket Stock Destruction Response Reguirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe the process and/or procedures to ensure the destruction of Instant Tickets, On-Line Ticket
stock and other materials will be performed only with permission of the Texas Lottery and under the diredt supervision of
Texas Lottery personnel.

3. The Proposer must describe its process for the desiruction of Instant Tickets, On-Line Ticket siock and/or other materials.

DOCUMENT REDACTED BY TLC - 12-5-10
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If selected as the successful proposer, Scientific Games understands that it contracts with a Texas Lottery-approved document
destruction vendor o destroy instant fickets and online ticket stock that will no longer be circulated fo retailers. We acknowledge
that the Texas Lotiery approves and witnesses the destruction of all instant fickets, online ticket stock and any other related
materials.

RESPONSE TO TABLE 114: INSTANT TICKET AND ONLINE TICKET STOCK DESTRUCTION
RESPONSE REQUIREMENTS

9.4.1 ACKNOWLEDGEMENT AND ACCEPTANCE OF ROLES AND RESPONSIBILITIES AND
DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicoted in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.4.2 PROCESS AND/OR PROCEDURES TO ENSURE THE DESTRUCTION OF INSTANT TICKETS,
ONLINE TICKET STOCK AND OTHER MATERIALS WILL BE PERFORMED

Response Requirement 2: The Proposer must describe the process and/or procedures fo ensure the destruciion of Instant Tickess, On-Line Ticket stock
and other materials will be performed only with permission of the Texas Lottery and under the direct supervision of Texas Lottery personnel.

Information Redacted

After all auditing and recondiliation is complete for a closed game,
§552.101/466.022/552.139

Scientific Games’ sales and distribution manager and on-site security manager will ensure that no tickets will be destroyed until
the Lottery hos accounted for and reconciled the disposition of all inventory for that game and has issued its formal
authorization for ticket destruction.

During the business requirements collection phase of the implementation project we will collaborate with the Texas Lottery to
confirm that our warehouse and stock destruction processes are acceptable.

9.4.3 DESTRUCTION OF INSTANT TICKETS, ON-LINE TICKET STOCK AND/OR OTHER
MATERIALS PROCESS (DRs 5, 6 and 7)

Response Requirement 3: The Proposer must describe ifs process for the destruction of Instent Tickess, On-Line Tickel stock and/or other materials.
A T <P T A Al S S S i e g e T e BT e e e Tt e M B R A e R/ T e T T e ]

Within the following paragraphs, Scientific Games satisfies RFP Table 111, Detail Requirement Nos. 5, 6 and 7 detailing our
ficket destruction procedures, equipment, third party companies, and security measures by which we will fulfill the Texas
Lottery’s requirements.

E%MENT REDACTED BY TLC - 12-5-10
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Control Measures — Scientific Games’ 150-cerfified procedures and systems provide full control and auditability for tickets
under our conirol. Tickets being returned for destruction from the Texas warehouse will be securely stored pending shipment to
our Alpharetia facility for destruction. The procedures we describe below are used by all of our current warehousing and
distribufion customers.

Our 1S0-cerfified procedures are as follows:

Information Redacted
§552.101/466.022/552.139

The Warehouse Supervisor at our and a designated representative from the Texas Lottery will coordinate their
efforts to ensure that all materials are properly accounted for prior to the materials being shipped to our facility for destruction.

EEE
DOCUMENT REDACTED BY TLC - 12-5-10 % EEE:
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A designated representative from the Lottery must then authorize the shipment of these materials to our facility ,
thus designating approval for their destruction.

the

Information Redacted
§552.101/466.022/552.139

Shredder Make /Model and Destruction — Scientific Games uses a

system fo destroy the unusable tickets. The grinder was designed for PVC
pipe destruction and has been modified to meet our paper and foil

substrate destruction needs. The unit is capable of shredding 10,000 lbs/
hour.

Waste enters the grinder and is cut into fine chips with a small percentage
being pulverized into powder. These chips are automatically drawn into
the baler system where waste is compressed into large bales and shipped
to contracted mills for recycling.

We process approximately 9,000 tons of secure waste annually.

Letter of Destruction — Scientific Games' shredding/baler room

operations
Information Redacted
§552.101/466.022/552.139
The destruction certificate reflects the level of detail found in the original ~ Figure ¥.4-3 Shvedded Woste, Reod, for Disposal

customer provided manifest (bill of lading) unless a more detailed
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inventory is requested. Typically, destruction certificates include game number, skid number, box number, and the start and stop
date and fime of the destruction process. Open partial boxes will be listed as such and infact sealed boxes will be assumed to
contain all packs listed on the outer box label inventory. If the Lottery indudes manifest detail down fo pack number and/or
loose ticket numbers, the necessary amount of inspection and reconciliation person hours will be documented.

T
DOCUMENT REDACTED BY TLC - 12-5-10 % -
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[ | A
SCIENTIFIC GAMES

Date: 03/24/10
To: Doug Pitts Florida Lottery Security Director
Subject: Destruction of Florida -1036

Please allow this letter to confirm the successful destruction of FI-1036 $3,000,000
Monopoly shipment that caught fire on Thursday March 11, 2010 on Interstate 75 in
Marion County Florida.

The material was received at Scientific Games on Monday March 22, 2010 @ 00:30
hours by Security Officer Kevin Roux. Security Officer Roux verified SG scal numbers
69345 & 69346 that secured the shipment along with a padlock provided by the driver.
The shipment was offloaded directly into Scientific Games shredding room.

The destruction consisted of and matched the return bill of lading;

21 skids of product

1 Gaylord type box containing damaged loose packs and miscellaneous partially burned
ticket debris from the initial site cleanup

1 envelope containing tickets debris retrieved by SG Security at the wreck site post
cleanup

I envelope containing 4 loose & scratched tickets identified during SG’s product
inventory and assessment process

All material was completely shredded Wednesday March 24, 2010 @ approximately
09:00 hours.

Please call me with any questions or concerns regarding this matter.

Anthony Seay, Security Supervisor
Scientific Games

Security Department

1500 Bluegrass Lakes Parkway
Alpharetta, GA 30004 (770) 664-3799

770-772-7672 1500 Bluegrass Lakes Parkway, Alpharetta, GA 30004 770-664-3799

Fax Phone

Figure 9.4-4; Sample Letter of Destruction

% DOCUMENT REDACTED BY TLC - 12-5-10
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9.5 PROMOTIONAL ITEM AND POINT-OF-SALE (POS) VERIFICATION AND RECEIVING

RFP Requirement: Promotional ifems are procured by the Texas Lottery und verified, received, iracked and distributed by Texes Lottery and Lottery
Operator personnel. The ifems are distributed fo Relailers, current players and potential ployers during sales contests, incentives, promotional events or
other evenfs that create awareness ond interest for Loftery Producs.

In addition, Point of Sale (POS) adverfising materials (e.g., pump tappers, playstation inserfs, mini billboards, jumbo posters and Terminal foppers) are
produced by the Texas Lottery’s advertising vendor and shipped to the Lottery Operator for distribution. The POS advertising materials are distributed to
Retailers by LSRs.

Tuhla 115 Bramnt: sm ond POX Vartficntina nnd svinn Rermitirantanie
I(:.,-!-_‘ tJ. ?:L-w;!i.!z:f!l?ﬁ% :Eftiizz and P\b vermicalion and ?‘t%%ﬁ%;ms_} ﬂzL!ls.izI’t:.fT:'.:ﬂ-;.

| SUCCESSFUL
ROLES AND RESPONSIBILITIES PROPOSER TLC

1. Receives and stores promotional items and reconciles shipping, receiving, and X
purchasing documentation for merchandise purchased by the Texas Lottery

2. Reviews and verifies shipping, receiving and purchasing documentation prepared by the X
Successful Proposer for merchandise purchased by the Texas Lottery

Provides monthly perpetual promotional item inventory

Receives and stores Point of Sale items

Confirms arrival of Point of Sale items with the Texas Lottery

><| | ><| =

Distributes Point of Sale items fo Retailers

RESPONSE

DETAIL REQUIREMENTS ” SECTION(S)

7. The Successful Proposer must deliver and/or install promofional and Point of Sale materials to 95.2
Retailers as directed by the Texas Lottery.

8. The Successful Proposer must comply with Texas Lottery requirements for verifying and receiving 9.5.3

all Texas Lottery property delivered fo the Successful Proposer's facilities (e.g., district offices,
warehouses, efc.).

9. The Successful Proposer must provide secure storage space for promotional items, equipment 9.5.2
and POS.

Table 116. Prometional tem and POS Verification and Receiving Response Requirements

RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accapt the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe how and where promotional items and POS will be received, stored and distributed to meet
Texas Lottery requirements.

W
DOCUMENT REDACTED BY TLC - 12-5-10 % =5
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PART 9: WAREHOUSE AND DISTRIBUTION

Table 114. Promotional ltem and POS Verification and Receiving Response Requirements

RESPONSE REQUIREMENT

3. The Proposer must describe the process for the verification, receiving, and ongoing inventory of promotional items.

Scientific Games understands that promotional items are procured by the Texas Lottery and verified, received, tracked and
distributed by Texas Lottery and Lottery Operator personnel. The items are distributed to refailers, current players and potential
players during sales contests, incentives, promotional events or other events that create awareness and interest for Lottery
products. In addition, Point-of-Sale (POS) advertising materials (e.g., pump toppers, PlayStation inserts, mini billboards, jumbo
posters and terminal toppers) are produced by the Texas Lottery’s advertising vendor and shipped fo the Lottery Operator for
distribution. We also acknowledge that the POS advertising materials are distributed to retailers by LSRs.

RESPONSE TO TABLE 116: PROMOTIONAL ITEM AND POS VERIFICATION AND RECEIVING
RESPONSE REQUIREMENTS

9.5.1 ACKNOWLEDGMENT AND ACCEPTANCE OF THE ROLES AND RESPONSIBILITIES AND
DETAIL REQUIREMENTS

Response Reguirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.5.2 HOW AND WHERE PROMOTIONAL ITEMS AND POS WILL BE RECEIVED, STORED AND
DISTRIBUTED TO MEET TEXAS LOTTERY REQUIREMENTS (DRs 7 AND 9)

Response Requirement 2: The Proposer must describe how and where promotional items and POS will be received, stored and distributed fo meet
Texas Lottery reguirements.

In satisfaction of RFP Table 115, Detail Requirement Nos. 7 and 9, Scientific Games will receive and store oll promotional items
and POS materials at our central warehouse located in Austin. These materials will be secured in a designated space, apart from
the inventory of instant tickets and/or online stock and materials. The storage of these materials will be controlled under the
same stringent security measures employed throughout the entire warehouse operation.

As directed by the Lottery, orders will be packaged and shipped via UPS, a designated HUB courier service provider, or other
local couriers fo the regional offices for distribution by the LSR(s).

Upon receipt, the LSR will then deliver and provide, as necessary, the appropriate merchandise to individual retailers.

MENT REDACTED BY TLC - 12-5-10
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9.5.3 THE PROCESS FOR THE VERIFICATION, RECEIVING, AND ONGOING INVENTORY OF
PROMOTIONAL ITEMS (DR 8)

Response Requirement 3: The Proposer must describe the process for the verification, receiving, and ongeing inventory of promotional items.

In satisfaction of RFP Table 115, Detail Requirement No. 8, Scientific Games’ Warehouse Management will be responsible for
verifying receipt of all promotional items received from the Lottery. The Warehouse Management will enter the inventory into
our inventory management system. The Warehouse Management will provide a monthly inventory report of promofional items
via an interface from Scientific Games' inventory system to the Texas Lottery's inventory/financial management system.

Please refer to Section 9.6.2 for a sample promotional inventory report.

mEERRE
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PART 9: WAREHOUSE AND DISTRIBUTION - 9.6-1

9.6 PROMOTIONAL MERCHANDISE INVENTORY

RFP Requirement: A detailed itemized physical inventory of all promotional merchandise is performed annually by the Texas Lottery and the Lottery
Operator. The information is used for financial reporting.

Table 117. Promational Merchandise Inventory Requirements
SUCCESSFUL
ROLES AND RESPONSIBILITIES PROPOSER TLC
1. Jointly performs an annual promotional merchandise physical inventory X X
2. Performs a monthly physical inventory of the promotional merchandise in ifs X

warehouses or as otherwise requested by the Texas Lottery

DETAIL REQUIREMENTS RESPONSE

SECTION(S)

3. The Successful Proposer must provide monthly (or as otherwise requested by the Texas Lottery) 9.6.2
a physical inventory of all promotional items located in the Successful Proposer’s warehouses.
The Successful Proposer must conduct the inventory in compliance with all applicable Texas
Lottery requirements and shall include summary of the condition (e.g., broken, diry, etc.) of
all items.

4. The Successful Proposer shall be responsible for entering the inventory results info the Texas 9.6.2
Lottery’s inventory/financial management system.

5. The Successful Proposer must provide a comprehensive invenlory system capable of fracking 9.6.2
incoming and outgoing inventory by location (storage/distribution facility). The system must
be capable of fully interfacing with the Texas Lottery’s inventory/financial management

system.
Table 118. Promotional Merchandise Inveniory Response Requirements
RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must describe the process for handling incoming and ongoing inventory of all Texas Loitery promotional
merchandise.

Scientific Games understands that u detailed itemized physical inventory of all promotional merchandise is performed annually
by the Texas Lottery and the Lotiery Operator. The information is used for finandial reporting.

SEREN
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RESPONSE TO TABLE 118: PROMOTIONAL MERCHANDISE INVENTORY RESPONSE
REQUIREMENTS

9.6.1 ACKNOWLEDGMENT AND ACCEPTANCE OF THE ROLES AND RESPONSIBILITIES AND
DETAIL REQUIREMENTS

Response Requirement I: The Proposer must acknowledge and accept the roles and responsibilities and defail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.6.2 THE PROCESS FOR HANDLING INCOMING AND ONGOING INVENTORY OF ALL TEXAS
LOTTERY PROMOTIONAL MERCHANDISE (DRS 3, 4 and 5)

Response Requirement 2: The Proposer mus! describe the process for handling incoming ond ongoing inventory of oll Texus Lottery promotional
merchandise.

In satisfaction of RFP Table 117, Detail Requirement Nos. 3, 4 and 5, Scientific Games will provide the Texas Lottery with a
comprehensive inventory system capable of tracking incoming and outgoing inventory by storage/distribution facility. The
system will be capable of fully interfacing with the Texas Lottery’s inventory financial management system.

Information Redacted
§552.101/466.022/552.139

Scientific Games will conduct a physical inventory in compliance with all applicable Texas Lottery

requirements, including a summary of the condition of all items located in our warehouses. In
fact, exceeding the monthly stated requirement, Scientific Games will provide bi-monthly, a
physical inventory of all promotional items located in the warehouses. ot

EACEEUS
Currently Scientific Games provides our customers with an inventory system capable of tracking

incoming and outgoing inventory by locafion. Figure 9.6-1 and Figure 9.6-2 represent a sample
promofional inventory report produced in English and Spanish for the Puerto Rico Lottery.

RFP NO.362-10-0001 @ JUKE 30, 2010 @ TEXAS LOTTERY COMMISSION
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9.7 WAREHOUSE AND DISTRIBUTION GENERAL REQUIREMENTS (DR 6)

PART 9:

WAREHOUSE AND DISTRIBUTION

RFP Requirement: Warehouse and Distribution Services are the adivities associoted with the central distribution warehouse and the storing of Insiont
Tickess, On-Line Ticket stock, On-Line play slips and other materials. The following fable identifies warehouse and disiribution general requirements.

Table

119. Warehouse ond Dislribution Generol Reguirements

'ROLES AND RESPONSIBILITIES

Notifies the Texas Lottery of any inventory conditions that may result in the inability to
process Retailer Instant Ticket orders for a particulor game or any general inventory
issues

SUCCESSFUL

PROPOSER

Tnc

Provides the procedures and processes that will be used to document and store full packs
of Instant Tickets and rolls of On-Line Ticket stock returned from Retailers or refused
orders

Provides the procedures and processes that will be ufilized to prevent the theft of Instant
Tickets and rolls of On-Line Ticket stock being returned to the central distribution
warehouse

Provides physical inventory procedures fo be used in the central distribution warehouse.
The standard of inventory control is one hundred percent (100%) reconciliation befween
computer system and physical inventories af the central distribution warehouse by pack
and ficket for Instant Tickets, and by roll stock identification number for On-Line Ticket
stock

Performs annual physical inventory of Instant Tickets

DETAIL REQUIREMENTS

The Successful Proposer must siore Instant Tickets for all games in segregated areas in the
central distribution warehouse depending on game status.

RESPONSE

SECTION(S)

9.7

The Successful Propaser shall nofify the Texas Lottery, within one (1) hour, of any inventory
conditions that may result in the inability to process Retailer Instant Ticket orders for a particular

game or any general inventory issues.

9.7.2

The Successful Propaser must provide all reports required by the Texas Lottery for the annual
Instant Ticket inventory and the annual Instant Ticket audit fo include Short Carton Report, Open
Carton Report and Tickets Count by game for all available inventory in the central distribution

warehouse.

9.7.2

DOCUMENT REDACTED BY TLC - 12-5-10
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PART 9: WAREHOUSE AND DISTRIBUTION

RESPONSE

DETAIL REQUIREMENTS SECTION(S)
9. The Successful Proposer shall provide an annual Instant Ticket inventory report including the 9.7.2

status of all inventary, by game and by pack. This inventory must be completed by the Successful

Proposer and submitted to the Texas Lottery Controller's office within two Working Days of the

Texas Lottery’s August 31 fiscal year end.
10. The Successful Proposer must cooperate and assist in the verification process (physical inventory) 9.7.2

conducted by Texas Lottery Auditors or authorized designees.

Table 120. Warehouse and Distribution General Response Requirements

RESPONSE REQUIREMENT

1. The Proposer must acknowledge and accept the roles and responsibilifies and detcil requirements indicated in this
section.

2. The Proposer must describe the processes that will be ufilized to accomplish Instant Ticket order processing and packing
ot the central distribution warehouse.

3. The Proposer must describe the process that will be ufilized o prevent the theft of Instant Tickets and rolls of On-Line
Ticket stock being returned fo and stored at the central distribution warehouse.

Table 121. Warehouse and Logistics General Service Levels
SIR # SLR NAME
3.60.62 Failure to Timely Provide Accurate Annual Instant Ticket Inventory Report

Scientific Games understands that warehouse and distribution services are the activities associated with the central distribution
warshouse and the storing of instant fickets, online ticket stock, online playslips and other materials.

In satisfaction of RFP Table 119, Detail Requirement No. 6, Scientific Games will store instant tickets for all games in segregated
areas in the central distribution warehouse depending on game status.

EDNER
Sy RFPNO. 362-10-0001 ® JUNE 30, 2010 ® TEXAS LOTIERY COMMISSION
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" PART 9: WAREHOUSE AND DISTRIBUTION

RESPONSE TO TABLE 120: WAREHOUSE AND DISTRIBUTION GENERAL RESPONSE

REQUIREMENTS Information Redacted
§552.101/466.022/552.139

9.7.1 ACKNOWLEDGMENT AND ACCEPTANCE OF THE ROLES AND RESPONSIBILITIES AND
DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.
B e e e S e e R e

Scientific Games acknowledges and accepts the roles and responsibilities and detail requirements indicated in this section.

9.7.2 PROCESS TO ACCOMPLISH INSTANT TICKET ORDER PROCESSING AND PACKING AT
THE CENTRAL DISTRIBUTION WAREHOUSE (DRs 7, 8, 9 AND 10)

Response Requirement 2: The Proposer must describe the processes that will be utilized to accomplish Instant Ticket order processing and packing ot
the central distribution worehouse.

Scientific Games will provide the Texas Lottery with the most advanced, efficient and accurate pick-and-pack operation available
in the marketplace today. A major advancement in oul instant game supply chain solution features our new

We propose a leading edge system that is designed and scaled specifically for the ~ warehouse
operation. We worked with automation experts to design and develop a solution that will improve the order accuracy, efficiency,
integrity and the security of our pick and pack operations.

This system has been operational in our Pennsylvania Cooperative Services warehouse since 2007 and in the Florida CSP since
early 2009.

The system reduces the frequency that packs must be handled and scanned to fulfill an order, dramatically decreasing the time
required to pick and pack orders. In Florida, for example, new game allocation order fulfillment time was reduced by 30%. Our
proposed system is the most efficient and accurate process ever implemented in our industry and the best suited to achieve the
Texas Lottery’s aggressive fime schedule.

Our automated sorting solution also offers the benefit of increased security and integrity for the

picking and packing operation. The exact time the pack was sorted can be traced for problem

resolution. Real-time tracking capability and electronic transfer of data between

and the sorter’s controller system result in a fast, accurate order assembly process with real-time

system updates. Figure 9.7-1 represents the proposed sorfer layout and specifications for the
and distribution facility.

SUPERIOR VALUE

DOCUMENT REDACTED BY TLC - 12-5-10
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 PART 9: WAREHOUSE AND DISTRIBUTION

PROPOSED METHOD FOR ORDER ASSEMBLY PROCEDURES Information Redacted
§552.101/466.022/552.139

Fulfilling Instant Ticket Orders

As described above, a major advancement in our instant game supply omdll 15 1

chain solution is our new automatic sorfing system. The system we propose e o T
is based on sorting technology used by major businesses induding Wal- &~ '
Mart, Fuji Color Processing, Armitron and others to securely pack and ship =
products including jewelry, watches, electronic goods and other valuables. 1
The crossover fo our industry is straight forward and infegrates perfectly
with our existing warehouse workflow and procedures.

4] ' _. . i o

F

Orders will be assembled by the sorfer with an increase in operational
efficiency. The foster rate allows more orders to be completed in less fime. 15, 9.7.9: Frant View of Pronosed
Other benefits include more accurate order fulfillment, real-fime fracking

capability and electronic transfer of data between and the

sorfing station hardware.

The result is a fast, accurate order assembly process with real-fime system updates. Figure 9.7-3 is a diagram of the proposed
sorfing system and equipment. The proposed procedures are presented below.

i o o

iigE
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Picking And Packing Orders

displays the total number of packs from each game that is
required to fulfill the entire series of the retailer order on a screen os
shown in Figure 9.7-4. In the event that conditions arise that may result in
the inability to process retailer instant ticket orders for a particular game
or any general inventory issues, Scienific Games will notify the Texas
Lottery within one hour of the event, satisfying Table 119, Detailed
Requirement No. 7.

Information Redacted
§552.101/466.022/552.139

i
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Information Redacted
§552.101/466.022/552.139
Packaging And Shipping Orders

Information Redacted
§552.101/466.022/552.139

You can tind a review and additional detail of the automated Pick and :
Pack procedures provided in Section 9.2 as well as an accompanying
DVD of the complete proposed automatic sorter system.

DOCUMENT REDACTED BY TLC - 12-5-10
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- PART 9: WAREHOUSE AND DISTRIBUTION

Scientific Games will satisfy RFP Table 119, Detail Requirement Nos. 8, 9 and 10 by generating our Inventory Detail report for
each game having physical packs within the jurisdiction. This report will support the annual instant ticket inventories and audits
by listing, for the specified game, all non-omitted packs, sorted by current status and including total ficket counts for each status.
A report option also allows the inclusion of the pack’s owner ID fo better determine the inventory’s location. All 23 Texas Lotiery,
os well as about a dozen additional Scientific Games pack statuses will be listed. Warehouse management reports will similarly

report on short cartons and open cartons.

In satisfaction of Table 119, Detailed Requirement Nos. 9 and 10, Scientific Games will provide these reports within two working
days of the Texas Lottery’s August 31 fiscal year end os required by the Texas Lotiery for annual instant ticket inventory and the
annual instant ficket audit. Scientific Games will cooperate and assist in the verification process of physical inventory conducted
by the Texas Lottery auditors or authorized designees.

9.7.3 INSTANT AND ONLINE THEFT PREVENTION

Response Requirement 3: The Proposer must describe the process that will be ufilized fo prevent the theft of Instant Tickets and rolls of On-Line Ticket
stock being returned to and stored at the ceniral distribution warehouse.

Scientific Games is responsible for the return of undeliverable, refused, or unsold tickets in all of our (SP contracts. We use
secure handling procedures to account for the stock to preserve game infegrity. Our system maintains constant status of pack
location for audit purposes which is able fo locate any given ticket or pack, regardless of the status.

The return function ensures that instant tickets and rolls of online ficket stock are returned under the strictest of
security and accountability defails.

SECURE PROCESS

Information Redacted
§552.101/466.022/552.139
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- PART 9: WAREHOUSE AND DISTRIBUTION s S

Information Redacted
§552.101/466.022/552.139
will track all the pack or online ticket stock transactions or movements for never issued, issued, in shipment,

received, activated, settled, stolen, missing, refurn pending, returned, Security void, unavailable-problem, etc. Whenever an
order affecting o game, pack and/or ficket or online ficket stock is processed through the system, the status is automatically
updated. Pack and online ticket stack statuses are global statuses that can be applied to all games in the system.

There are no limits fo the number of statuses and status descriptions that can be entered and set up on the system. has
the ability to maintain and report the entire history of a packs and online ficket stock.

The following are detailed sales growth experienced by our customers through implementation of and/or conversion
to Fulline™ — Scientific Games’ instant ticket services/CSP solution.

i@
éE&
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S250M
S200M
SI50m
] S100M
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Iy [ S50M -
| -
i"fd.'m*" S0M — T — T -
— AR vy TN o el o2 el M os FYod Ty roa Fr e m h’“
PTAN 58178 105,56 SI08.40 SIOVAI SI20.48 S17426 SIALA7 SISLI4 SI835  STTES | ST4NB0 S0 SISILAS | SIS = B
Fp— 50%
S30M . D A . .
i~ - Pid 58%
- -
poeon .. . __
& ! o it 3 56%
From 1999 to 2009 Arizona grow instant soles [rom S109 million 1o over $278 million. In that ten-yeor period /\/
there wos only one yeor with negative growth (-4% on 2001). Who! coused this explosive growih? stom —=——— — T
® Price Point Plonning — moving to higher price points with o purpose and o strategic plon in mind.
- — — SR 2%
B 4 " Seoars TUSG | EYST | FreR LYW | Y00 0 FYOT | FYD2 0 FYO3 | FYOL | KYOS | FYOA o BIOT | FYOR | Y09
® Plonned growth in the number of yames introduced ond residul games in the morket. DT 61030 151908 SIAM 1630 | SAAD  S7053 | SISAZ | SIAND | SIALOA S0 | SSLBI | $5056 | SSSAT | 4203

L)

pavoyr SB.00% ' SL00% ' SB.00% (59.00% 59.00% 40.00% 60.00% ' 60.00% 40.00% | 60.00% 40.00% 40.00%  BO.00% ' 6A.00%

® (Cooperative Services incroased sales 20% tha first your over the previous yeor.

Gome reseorch and anolysis keyed on game offributes o develep gomes thot improved the mix on the marker.

Retailer inventory Monogement — providing the right product af the right place af the right time,

Introduced licensed proparty games ol the right time fo altiact lapsed and now players.

Introduced the 520 price point in 2008

Introduced o S10 Spotlight gome in 2009 and grew instant sales over 11% year ofter yeor,

Inceeased inslant prize payouls to an nggreqole 66% in FY09 1
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From FY89 to FY01 Florida's instant sales grew steadily from $365 million to $639 million with
several ups and downs olong the way. This growth is aftributable 1o the product and marketing

In FY02 the Lollery adopted an aggressive producl plan.

Planning for exceptional growth allowed for this growth 1o be achieved.

Developed "family of games” series, the most popular of which is Monopoly” with o game at every price
point.

development teams’ considerable efforts.

52,5008 I R i — I

Cooperative Services ensured that each retviler had the proger amount of inventory of the proper mix of
games,

51,0008 -

In FY04 the intraduction of o $20 price point gave the Lottery a huge sales lif.

In FY06 the Lotiery wenl 1o multiple 520 games, driving salos even higher.

$1,5008 -

51,0008 -

smu“ - e oot 1 ————— 1 At 41410008 — 2
SEO0M — e — - e e e e
-
1) gee—_——— e—— e — - Hirm—— e ———— -—---.---. 80%
P67l Eves D aves | evoo D pvol | gves | o3 | ped | eros | Fros | pror | oo | e T PRyttt e L L et i —— e SN AP —
TN S551.52 541623 SSB3A4 S5ERE9 SSERIS $639.21 SAGR.ST SLOIABH SII5A07 SIA4N62 5110010 520367 SLIATE  SI0682 508
s!nnm - — — L ————a —— W J— S ——— 40%
30%
S200M - S
slunm e ————— - - — S —
10%
From FY02 1o the present salos grew ever 2005, What cavsed this incredible growth? Som 0%
® { i i 1 —— Ha Fyes Y ee FY 0 ol Y a2 FY ol IY 04 Fyas IY 0l Iy or Iy o8 Yoy
In FY02 the Legislature appraved n increase in the payout of irstont games, This extra prize money wos PO gies | S0 166 | SI20 | 189 | S1500 | SAe | S22 | SNINS | SSAT6 | 9564 | S4B | SASsd

dedicoted 1o improving prize struclures with meaningful prizes. PR G000% SHBI% S0 SSAT SLAI% SLSO% U144% GASPA 653 BASMR GAST 688 6130%

@ |n FY02 the Lottery introduced its first $10 instant game,
Doveloped o price strategy that nol only saw the intraduction of their first S10 game, but olso grew the S5 price
point 1o o 25% share.
Developed of core or base gomes 1o add continuity to the produd mix.
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Indiona went through the mid 19805 cycle of high instant sales of start up followed by three consecu- ® 2002 1o Present

: . : : Y : - : Instant Ticke! Improvements.

five years of ncguhv‘u gruwth. This was followed by six yeors of excoptional positive growth, Then in Bt Mo il el

2002 soles once again jumped. What coused these years of growih? Better distinguished between ploy symbols and prize symbols.

Incrensed the size of 51 tickets to 2.5 x 4.0" giving 20% more real estote 1o adverise the games.
Work on eliminating price point limitotions.,

- ST00M
S600M -
S500M —
<=l S400M
| .
N SIOM
' 4%
S700Mm B 5%
- 62"
. s‘om O —— A — - o - . - - i - S——— %
g g T =
{l&._s&n-_.J 60%
Som b o
—n Fres Free e froo ol Y oy el o4 Y a3 Y04 (3T Y o8 o - - -
POTRYT S33841 S31005 SIS1.50 SIPJA SIIA6L S109.00 $352.56 SILAT SATLIO SAAI $S0600 SSININ SS1507 S4BALY sk
&—-——-—4 il A S S B e 54%

— N YT YO8 FYOY O IYO0 | FYOY | FYOR | FYO3 | FYOE O FPYOS  FYOR  BYOF | FYOS | FYOR
:‘fﬁ" SILT0 STAAR 58149 57090 56180 S5RA 55847  S77.99 SFO.4)  S80.80  SAS.BO  SOLI0 5919 . 58405

!"m;;‘lll: bi% 5% 1% bt bA% b5 % % I % L] 6% 6% b

® The 1990s
Agaressive, Strategic Morketing.
Increased Prize Puyouls.
60% on S1s and higher on S2s and §5s,
Multiple Game Strateqy Implomented.
Strategic price point plonning.
Gome size ond introduction cycles.
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Gratta e Vind has truly been on the road to greatness since the issuance of o new contract to a
consortivm made up of Lottomaticu, Seientific Games, and Federation of Tobacconists (FIT). As

witnessed by the graph below, sales have heen on a steady climb since the consortium took over the
instant ticket program in Italy. Sales for the first six months with the consortivm were nearly three
times the previous full year. How did this occur?

e
R Scientilic Games instant game “hest practices” were applied 1o o European country for the firs! time.
R N @ The Lottory lounched two games simultancausly for the first time.
£€10,000,000,000 P —— P ——
® Payouls were increased [rom 42% to 58% with approval fo increose to an aggregate of 65%,
€9,000,000,000
€8,000,000000 ® Full cross validotion wos implermented.
£7,000,000,000 - ® Retoilers were ollowed o pay prizes up to 150€ instead of just GLEPS,
€6,000,000,000 - . .
® Payment ferms were offered to retailers for the first time.
£5,000,000,000 -
£4,000,000000 — ® Modern, relioble distribution wos implemenied.
€3,000,000,000 - ® Advertising suppert was added.
- €2,000,000,000 : :
® The retail hase wos doubled with plons to odd mora.
€1,000,000,000
e e e =
— Froq Y o5 os FY oF FY 08 FY 0§
7 (25,239,600 €955992,000  €7,623,423,500 €6,274,604,350  €8,700,587,850 €9,179,289,100
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For many years, New York’s instant game wos nol a priorily becowse the online business was so ® [n FYOO the Lottery looked at the instant product ingredients

successful and because the Lottery found it very difficult 1o sell instont gomes in New York City. I(::::"J::: :;2::’1:'::“:“:’;::':::;:?'0?:::::""“d’

So what changed in FY?4 that allowed the Lottery 1o increase sales from $290 million 10 nearly 53 Adjusted game introduction cydles.
billion? Doveloped “Super Retailers” 10 stock ITVM's and recruited new high-volume retailers becouse this service wos
’ avoiloble.

® In FYO! the Lettery increased the prize payout on instant tickets
Better payouts ollowed for better targeting of prize dollars and gove players the gambling action that they
wore looking fer.

® InFYOI the Lottery adopted an aggressive product plan
Moving price points higher helped increosed the gombling excitement.
Having on aggressive product plan in place gove the Lottery the games ond inventory nocessary for such
growth.

® |n FY02, the Lottery launched “Cashwaord”, their first crossword puzzie-type gome
Cashword continues 1o be one of New York's best-selling hose gumes.

® In FY10, the Lottery will begin using FoilSafe™, a keyless validation system
FoilSafe will benefit hoth retailers and players by moking ticket validation more efficient.

S900M
som e e ) . s
9 nwwy e e Y o0 ol nea Fros med ol Ios wa Iros  fev S800M == -
POAT G1,002.0 $1,0566 $991.7 | SP11L5 $1,00.8 S1,3861 10665 S23887 527939 S30050 S31979 SASIAD SASPAO SAMAI -’ / e
S600M . =t -
50%
S500M
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S400M
From FY94 1o FY96 New York's instanl soles grew from $299 million to S666 million. 0%
) ) SN 0%
® Primary drivers were
Online validation of inslanl prizes. $200M I S N S R——"
al:“Tl fw;ns ;;‘ {ﬂlmlnfl{-[ Siom (AR SN L (NNt NN SN AN (N S "
The lounch of Win Ijol I.ll. ee W AR L s fr o0 frel kY02 FY o3 o4 Yo% ik fror  Kvom Vo9
The lounch of the first Bingo qume, TRONI spsay  s1554 | S2ILT SINBJ SIBRG | SITL9 SIBLE  SI9A0 | S5/63  SAI9.0  WSAY | SIIRD SI613  $790.0
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® |n FY99 the Lottery changed their distribution system
Hew telemarkeling and distribution system owarded to Scientific Games.
How system reduced oul-of-stocks ond improved inventory ond retailer management.
Moved their “Hossle Free” program 1o o level thot ollowed field representatives to better manage new games.
Added retailer Irade-up program lo remave old gomes from the morket, 10
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Ohio’s good to greal story begins in the mid 1980< to lale 19805, Between 1984 and 1990 sales
increosed on amozing 642%! How was this accomplished?

51,2008
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® An aggressive morketing plan was developed and implemented which included the
introduction of:
Online validation
Multiple games
Vending machines
Higher price point gomes
© In the early 19905 there was another explosion in sales
In 1993 the Lottery begun to wse targeted direc mail coupons, which emphosized prize structure and introduced
the popular Monopoly * licensed brand.

From 1998 10 2001 lottery sules leveled off. In 2001, the Lottery developed a plan to slandardize their practices. After
these chonges were implemented in 2002, lonery sales begon 1o rise again. There were severol key elements of soles
growlh:

® Scientific Games became the Ohio Lotiery’s primary supplier
In July 2001, Seientific Gomes. conducted o husiness analysis which included sales onalysis by price point; altribute
analysis; research analysis; ond prize shrudure analysis.

@ ey findings were identified and initiatives implemented
Ticket sizes were optimized by price point; price points and number of wins on a ticket were aptimized; top prize
ranges were set by price point; stock wos changed fram fail 1o poper; and lounch schedules were stondardized.

DOCUMENT REDACTED BY TLC - 12-5-10

e Higher payouts were used to enhance player satisfaction
Prize structures refined by price poinl.

® Betier methods of distribution and inventory conirol were implemented to reduce
out-of-stocks
Aveturn policy for alder gomes was implemented.
An analysis was parformed to determine how long o game should stay on the market. The resulling doto wos
used 1o set o benchmork.

In 2005, The Ohio Lottery awordad Scientific Gomes o contrac! for Cooperative Services. Scientific Games worked
with the Lottery fo introduce their first $10 Spoilight game. Since then, other endeavors hove included:
Introducing Spotlight games ol the S20 price point.
Reduting the number of game lounches and incroosing the game size for improved prize shudures.
Introducing key licensed gomes to reach new ployers.

® The Resuli
The Lottery's weekly instant ticket soles now average over $25.8 million which includes $1.2 million from S10
gomos and S1.3 million from $20 games.
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® Game Size and Introduction Cycles
Regular lnunch cycles were ndepted so retailers would know exactly when new games would arrive so they could
plan accordingly. 11 olso enabled the Lottery and its ndvertising agency to develop o plan to properly support the

Since FY0O, Pennsylvania has seen instant soles go from less than $500 million to over

$1.7 billion. What cavsed these years of growth? instant produsct.
L D A ® Advertising ond Promotional Activities
& = s In 2004, the Lottery introduced o “spokes-critter” known os “Gus, the secand most famous groundhog ir
Moo . .. ) _ __ o B . Pennsylvanio.” Gus confinues 1o encourage players 1o “Keep nn Scrafchinl”
- o I  Retoiler Mix and Density
R The Lottery recognized thl their retailer base penetration was below the indusiry average. Knowing that
S1H00M incrensing the number of ratailers would generate additional sales, they revised their intornal liconsing procedures
10 turn a six-week o langer process for bringing on new retailers 1o o week, on averoge. Furthermare, they
$1,400M — — instolled 24-hin ITVMs 1o increase the number of instant game facings and negotiated PlayCentral units from
. Scientific Gomes to torget non-Iraditional locations to expand their retailer buse. The PlayCentral units, which the
ey | §1,200M Pennsylvania Lottery calls “PATs* (Player Adtivated Terminals) sell both instant and online producs.
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The Lottery ond its instant sales progrom suffered from operating under a system-driven auto reorder system that FROFITS § § Wy s 5 5 5 § 53087 § 53

prohibited any retailer input, required o long, lnhorious and error-prone sequential packing process ond used NACHT LU 3000 SRES% GATS GLATRLAON BLITN 4LANE MEIT AT GRS OLIIN aTIO% Mt

various couriers thot took up to faur days ta deliver fickets. When Scientific Gomes won the contrac), the Lottery
moved 1o o Tel-Sell operation thot allowed retailers to order what they wont when they wont ond vio  receive
their orders the next doy.

Higher Prize Payouls ® Updated Operating System
The Lottery adopted the *Jim 0'Brien/Massachusets Prize Payout Madel” in Y04, After being oworded o five-yeor contract with the Lottery in FYO7, Scientific Games implemented ,on
updated aperating system that includes o predicive order module for Tel-Sell and wiilizes an aute-sorter to process
Planning and Management of Higher Price Points orders in the warehouse, The outo-sorter increases picking and packing officiency, accuracy, und improves
The Lottery meved fo higher price points rather eorly in the Scientific Games controct. Toch introduclion of o new spoed-lo-morket far new gamos. Both the predictive order module and the auto-sorter were firsts in the lottery
price point was researched ond developed with speciol core being given fo properly ideniifying he enhonced volue induslry.
proposilion. 1

Information Redacted

§552.101/466.022/552.139
DOCUMENT REDACTED BY TLC - 12-5-10



GOOD [C

oo

The Texas Lottery truly has a story to tell. After five consecutive years of substantial growth, the
Legislature cut their prize payout and the media had a field day. Sales dropped from the highest level
in their history: $2.3 hillion dollars to S1.4 billion in just two years.
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res . KT FY9R e - o Yoz K03  FYOd | RGOS  FYO0h  FYOF | FYDR

Whien the Legislature went back into session two years luter they reinstated the higher payout with
immedinte results.

® Prize Payout Reinstoted
Prize structures could again satisfy players' needs.
Additional prize meney dedicated to providing meaningful prizes.

® Aggressive Morketing and Product Plans
Strategic plons implemented to take odvoniage of the poyout incrense.
Adoption of licensed properties as u stralegic element of the plon.
Shorter game lifecydles,

DOCUMENT REDACTED BY TLC - 12-5-10

® Price Point Planning
Higher poyouts allowed for better games al higher payouls,
Expanded price points to include $10, 520, 525, 530 and S50 gomes.
Intraduced o $20 Spotlight game in 2009

&

Advertising and Promotion

Added direet mail coupon programs.
Implemented strategic adverlising plan.

Games in the Market and Introduction Cycles
Strafegic plans implemented to grow the instont producl.
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WHY SCIENTIFIC GAMES FOR TEXAS

EXPERIENCE

* Scientific Games has experience transitioning lotteries of the complexity and scale of Texas.

Pennsylvania, China, Maryland, Connecticut, and Indiana are o few of
the recent lottery contracts we will showcase here to demonstrate our
proven experience providing fransition management, implementations,
and operations management services in large, complex environments.
While none by itself mirrors exactly the unique Texas environment, each
has specific elements that when taken in whole clearly demonstrate our
experience and qualifications fo transition the Texas Lottery. The Texas
Lottery operating contract is unique in the United States: the size of

the retailer network, the distribution of retail locations, the infegration
of sales management personnel into the private versus public sector,

the logistics of instant game warehousing and distribution services all
combine to create o significant and specialized lottery program. We believe Scientific Games has the people, plan, and
processes in place to be the preferred partner for the Texas Lottery.

* Scienfific Games deploys Project Management best practices. )

"4

Scientific Games" has structured the project implementation organization with Project Management best pracfices and
quality performance as the driver for a successful delivery of our Texas Lottery solution. Our project management
approach emphasizes not only the project organizational structure but also how that organization interacis with the
Texas Lottery, the Account Team, and the retail network. Our Project Management Process is defined by the following

building blocks:

® Project oversight by senior management as embodied by our TLC Project Steering Committee.

® Project Management Office (PMO) is a center of excellence for training project managers and integrating best
industry practices.

® A proactive risk management approach, starting with the proposal effort, whereby risks are managed within
the context of the Texas Project Work Breakdown Structure (WBS), are idenfified down to the smallest unit of
the work package, and are managed intensively fo proactively mifigate.

® A highly structured approach of ufilizing customer communications techniques, project reviews and reporting
mechanisms designed to ensure the project stays on-track.

o Scientific Games has the right team dedicated to Texas

* TLC Project Steering Committee - led by Steve Beason, the TLC Executive Sponsor, a 25 year veteran of
the lottery industry, and the current President Lottery Systems and Chief Technology Officer. Steve will provide
advocacy for the Lottery’s concerns, issues, and points of view af the highest levels of our company and serve
as a direct link fo Mike Chambrello and Scientific Games Global Management Team to ensure a quick response
fo any of the Lottery’s business concerns. Another key member of the TLC Project Steering Committee is Todd
Hopkins, Vice President, Project Management. Todd is a 25 year lottery veteran and the Project Manageme:
Office leader whose previous experience includes system development and project management leadership
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positions with Scientific Games, Intralot, and GTECH. The remainder of this team has, on average, nearly 17
years of lotiery experience per contributor.

TLC Transition Team — Led by Dan Grace, the TLC Project Director, a 10 year veteran of the lottery

industry, and a certified Project Management Professional. Dan will ensure project standards and processes

are in compliance with NASPL best practices and the Project Management Institute. Dan will manage oll major
activities for project implementation including planning, development, coordination, approval, and tracking

of project deliverables. Dan will be supported by Cory Bonagofsky, the TLC Senior Project Manager, a five year
lottery veteran, and a certified Project Management Professional. In addition, Cherie Peyton is the Senior
Project Warehouse Implementation Manager overseeing the procurement and installation of all equipment
related to the instant ficket warehouse. All three members of PMI. The remainder of this team has, on average,
nearly 10 years of lottery experience per contributor. Dan, Cory, and Cherie will be fully dedicated to the Texas
project and will reside in our Texas office for the duration of the project.

Confidentiality Claimed
Not released
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WHY SCIENTIFIC GAMES FOR TEXAS

BENEFITS

e Scentific Games will dedicate three full time certified Project Management Professionals to the Texas

y

. - project
w Dan Grace, the proposed TLC Project Director, Cory Bonogofsky, the proposed TLC Senior Project Manager, and

(herie Peyton, the proposed Senior Project Warehouse Implementation Manager will be fully dedicated to the Texas
project and will reside in our Texas office for the duration of the project. These project leaders will manage all major
activities for project implementation including planning, development, coordination, approval, and tracking of project
deliverables. All these project leaders report directly to Mr. Todd Hopkins, Vice President of Scientific Games Worldwide
Projects, so high-level visibility for the project is assured. He will ensure project standards and processes are in

Information Redacted compliance with NASPL best practices and the Project Management Institute.

§552.101/466.022/552.139

o Sdentific Games’ strong support of open systems architecture benefits the TLC during conversion and
throughout the life of the contract. 7

Scientific Games has been a strong supporter of open systems
architecture since we introduced the first open online system

for the Austrian lottery in 1989. We continued this innovation
with the introduction of the first open system solution, to
the U.S. lottery market in 1996. We have deliberately chosen
to pursue a development path of open systems architectures in
order to take full advantage of new technologies, whether they
are commercially available now or are likely to be in the future.

We architected our latest generation of retailer POS applications to make them portable fo mu!hple environments. As
a result, our WAVE terminal is designed to work with other vendors” systems.

Our protocol communications component is designed to run multiple vendors’

protocols, allowing the core application to remain the same. Putting a third party

terminal on another vendor’s gaming system is not difficult for us. We have

on In fact, we have successfully completed our lust three
phased conversions in Pennsylvania, Maryland, and Connecticut operating our
WAVE terminal on a legacy gaming platform, IGT-OES’ Masterlink system).

Our open systems architecture approach benefits the Texas Lottery not only
during the conversion from the current providers system but also by providing

significant flexibility Texas Lottery can benefit from throughout the life of the coniract.

DOCUMENT REDACTED BY TLC - 12-5-10
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RISK MITIGATION

* Scentific Games will ufilize a low-risk Two Phase mitigation Conversion Plan.

A Two Phase mitigation Conversion Plan is a low-risk approach enabling the early implementation of retailer equipment
and communications infrastructure af each retailer location, which is later followed by a controlled conversion of the
central data system. The Two Phase mifigation approach will not require two terminals be installed at a retailer location,
and will avoid the risk of all terminals state-wide being ‘cut-over’ on the same day. The retailer will immediately begin
selling on the new terminal before our technician leaves the retail establishment. The risk mitigation highlights of our
rationale for proposing a Two Phase mifigation approach include:

o Virtually no risk of ticket sale or validation issues during the terminal
swap out process, because new ferminals will sell and validate tickets
using the legacy central system.

e The conversion is a “process” rather than an “event,” with most of it ’
occurring over fime, more reloxed, structured, manageable, and S
virtually transparent to ol but the Texas Lottery.

* Scientific Games has the right people, plan, and processes in place to =~
transition the operation and services for the Texas Lottery.

® Qur Four-Tier Management Model ensures resources are properly :
allocoted and milestones are met.

* Two dedicated and certified Project Management Professionals will reside in our Texas office for the duration of
the project.

® Qur in-state Network Roll-out Office (NRO) specifically aids installation tracking, retailer communications and
coordination, and installation reporting to the Texas Lottery. It manages the logistics of the conversion project
from a single point, while constantly keeping the retailer and Texas Lottery informed of every step along the
way to ensure a smooth and successful ransition.

® Project Management Institute and NASPL Best Practices are af the foundation of Scientific Games' conversion
processes.

* Scientific Games has a comprehensive and tested Risk Management Plan.

Scientific Games undersiands that the success of a project is dependent on our ability fo plan, contain, and defermine
a course of action, (i.e., to be proactive.) Toward that end,
the TLC proposed Project Director is supported by a fested
risk management approach, whereby risks are managed
within the context of the Texas Project Work Breakdown
Structure (WBS), are identified down to the smallest unit
of the work package, and are managed intensively to
proactively mitigate. Our Risk Management Plan, updated
throughout the project, addresses areas of identification,
assessment, planning/scheduling, tracking/reporting, and
monitoring/controlling risk. The TLC Executive Sponsor,

tions
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Steve Beason, will facilitate monthly reviews in order fo minimize risk and the Texas Project will be subjected to the careful
scrutiny of Scientific Games’ most-seasoned lottery professionals at critical points during the planning and execution of the
conversion project.

* Scientific Games’ Project Management Process enables Scientific Games to successfully convert the Texas
Online Lottery System within strict time and quality constraints.

Every conversion has critical fasks and milestones that have to be planned for and met in order to ensure that the project
is successful. Scientific Games' Risk Management Plan will ensure that the dates fied fo the eritical tasks and milestones
identified below are maintained.

e Scientific Games Transitional Incentive Plan for Existing Lottery Operator Employees

After consulfation with the TLC, Scientific Games will establish a Transitional Inventive Plan fo provide for those employees
that may qualify to transition from the current TLC lottery operator employ to migrate to work for Scientific Games. By
utilizing the experienced existing Texas workforce, Scientific Games will infegrate institutional knowledge thus strengthening
our feam and ensuring confinuity.

Confidentiality Claimed
Not released
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TODD HOPKINS

Vice President
Project Management

Information Redacted
§552.101/466.022/552.139

A MESSAGE FROM TODD HOPKINS

Vice President

“We are very excited about this opportunity to move the Texas Lottery onto our . The projed
challenges presented by the size of Texas are quite impressive and Scientific Games is ready and able to far exceed the high standards of the
Texas Lottery. We are very proud of the implementation track record we have developed over the years. Those successes stem from our
efforts to confinually improve our project methodology by adopting the best practices and lessons learned from previous projects. Asa
company, we have worked very hard to make our project implementations predictable and repeatable. As a result of our continuous
improvement and lessons learned initiatives, Scientific Games and our customers benefit greatly from a constant refinement of proven best
practices tightly woven into everything we do.

These improvements allow our customers to focus on revenue increasing changes immediately after conversion, rather than working on
cleaning up conversion issues. Our last completed implementafion, Pennsylvania, benefited greatly in this area as it was business as usual for
the players, retailers, and the Lottery during migration and cutover.

We are currently in the middle of phase I of our two phase migration project in Indiana and we are proud to report it is far exceeding both
our and the Lottery's expectations. | would urge you to contact the Indiana Lottery and ask how the project is being managed, monitored,
and reported. We are confident that their response will clearly reflect the best practice project methodologies that offer a superior
implementation plan.

Given the scope of this project, a well seasoned lotiery project management skill set is an absolute requirement. | have assigned my well
seasoned Project Director, Dan Grace, a 12-year veteran of the loftery industry. | have every confidence in Dan's ability to effectively handle
a project of this magnitude.

As with any leadership role, success depends on the team that is put together under that leadership to accomplish its goals. The team that we
have assembled for your project has the experience, skills, and determination to drive down the path to success and maintain a constant focus
on Texos.”

DOCUMENT REDACTED BY TLC ~-12-5-10
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PART 10 CONVERSION

10.1 CONVERSION PLAN

RFP Requirement: Conversion includes all activities to transition from the current
Lottery Operator fo o replacement provider or conversion of the existing Lottery Goming
System fo o new Systam. The current Contract for Lotfery Operations and Services ends
August 31, 2011, and requires the current Lottery Operator to cooperate fully with the
Texas Lottery and the Successful Proposer in the conversion/transition of lottery
aperations and services fo the Successful Proposer and fo continue to provide confrac!
services ol a consistently high level without interrugtion during the turnover pes

Scientific Games considers this RFP requirement fo be informational,
therefore no response is required.




ROLES AND RESPONSIBILITIES

—
.

PART 10: CONVERSION

SUCCESSFUL
PROPOSER

(reate a detailed Conversion Plan

Review Conversion Plan and provide feedback as appropriate

Update the Conversion Plon as required based on the Texas Lottery’s feedback

Review and approve final Conversion Plan

Provide full-time Conversion Plan project manager

Propose project management process and structure

Review and approve project management process and structure os appropriate

Finalize project management process including the project oversight structure

Review and approve the project management process including the project oversight
structure

—_—
[

. Provide support and assistance during transition to replacement provider or conversion
to new Lottery Gaming System

DETAIL REQUIREMENTS

RESPONSE

SECTION(S)

11. The Successful Proposer must provide a detailed Conversion Plan as addressed in this section

within 45 days of Contract execution.

10.1.2

. The Successful Proposer’s System must be enhanced or modified as necessary to conform to the
Texas Lottery’s business rules and regulations prior fo conversion.

10.1.2

. The Texas Lottery requires the Successful Proposer and the current Lottery Operator to work
together to implement an expedient, seamless and uninterrupted transifion of services from the
current environment fo the Successful Proposer’s System. The transition shall be planned for and
accomplished by the Successful Proposer in such a way as to minimize any adverse effect upon
any Texas Lottery system user, including but not limited to Texas Lottery departments, Retailers,
players, and TLC vendors and their subcontractors that rely on the services.

10.1.2.1

. The Successful Proposer must identify the conversion staff whose full-time responsibilities are to
convert the Texas Lottery to the Successful Proposer’s System. The Successful Proposer must also
identify any staff who may assist with these acfivities, but will not be assigned to the Texas
Lottery account on a full-time basis (e.g., corporate technical staff). The assigned project
manager must have had prior similar systems conversion management experience.

10.1.4
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PART 10: CONVERSION

RESPONSE
DETAIL REQUIREMENTS
- SECTION(S)
15. The detailed Conversion Plan must be constructed in Microsoft Project and all supporfing 10.1.2
schedules must be constructed in common Microsoft Office applications and be provided fo the
Texas Lottery as part of the project plan.
16. The Successful Proposer must work with any third party representatives designated by the Texas 10.1.2.2
Lottery as part of the oversight of the Conversion project.
17. The Successful Proposer must provide a risk identification, escalation and management process as 10.1.3
part of the Conversion Plan.
18. The Successful Proposer must complete the conversion o the Successful Proposer's System by no 10.1.2
later than August 31st, 2011. 10.1.2.1
Table 123. Conversion Plan Response Requirements
RESPONSE REQUIREMENT '
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide an overview of its propesed Conversion Plan and process.

3. The Proposer must provide its proposed Conversion Plan project management process.

4. The Proposer must identify, incuding names and resumes, the conversion staff whose full-fime responsibilities are fo
convert the Texas Lottery fo the Proposer’s System. Proposers must also identify any staff who may assist with these
acfivities, but will not be assigned to the Texas Lottery account on a full-fime basis (e.g., corporate technical staff).

Table 124. Conversion Milestones Service Levels

SIR # SLR NAME

3.60.63 Failure to Cooperate Fully and in Good Faith in the Conversion to any New System

3.60.64 Foilure to Provide a Detailed Conversion Plan within 45 Days of Contract Execution

3.60.65 Failure to Deliver According to the Final Approved Detailed Conversion Plan

DOCUMENT REDACTED BY TLC - 12-5-10 S E E%g% %
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PART 10: CONVERSION

RESPONSE TO TABLE 123: CONVERSION PLAN RESPONSE REQUIREMENTS =

10.1.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities, and will comply with, and often exceed the detail
requirements indicated in RFP Section 10.1.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply with, and ofien exceed, the detail
requirements indicated in RFP Section 10.1.

10.1.2 OVERVIEW OF CONVERSION PLAN AND PROCESS (DRs 11, 12, 15 and 18)

The Proposer must provide an overview of ifs proposed Conversion Plan and process. 4
4 P Prop P Information Redacted

R R o™ Tt B22/552.139

In satisfaction of RFP Table 122, Detail Requirement No. 18, Scientific Games commits fo complete the conversion of the legacy
sysiem fo our by August 31, 2011.

Scientific Games will provide a detailed Conversion Plan within 45 days of Contract execution. The final plan will be based on the
draft plan submitted with this proposal and, after collaboration with the Texas Lottery, will be submitted for approval fo the
Texas Lottery before finalization. The Conversion Plan will be constructed using Microsoft Project and all supporting
documentation will be constructed using common Microsoft Office applications. We will provide these applications as needed to
the Texas Lottery as part of the final plan.

The following subsections provide an overview of our Conversion Plan and Process.

As the only vendor that has converted more GTECH legacy systems than any other lottery systems provider, Scientific Games will
ensure a conversion which will:

o Minimize conversion limitations
o Avoid start-up day system failures and outages
® Mainfain good retailer relotions and address retailer issues

e Ensure minimal disruption to selling and paying tickets during the conversion

Transitioning Texas Lottery lottery operations and services is a complex process involving many issues. Scientific Games strives fo
minimize issues by using our highly qualified transition professionals. Their dedication, experience, and management skills have
been proven repeatedly through the conversion and implementation of many fully scalable projects. Our proven methodologies
will provide the Texas Lottery with key benefits, including, but not limited to:

o Risk is managed more effectively because the fransifion is properly defined within each business environment, threats
are clearly identified, and mitigation plans developed.

my REEER
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~ PART 10: CONVERSION

o Produdtivity is increased through a clear definition of roles, responsibilities and deliverables.
o Communication is easier and clearer using our comprehensive communications approach.

Transitioning the operations and services for a lottery entails a complex effort with the potential of a significant impact on the
business. Scientific Games takes a stringent, unwavering approach fo fransitions. Execution is done in a non-disruptive ond
responsive manner. We manage risks by immediately and decisively addressing issues as they arise. To assist us and the Texas
Lotiery, we will develop a detailed transition project plan that will meet, and very likely, exceed your business requirements.

For a successful outcome, Scientific Games’ approach to the TLC Conversion Plan s to:

@ Commence planning as soon as possible;

o Use a Two Phase migration approach to minimize risk

e (arry out comprehensive testing prior to handover;

@ Break the project down to logical sub-projects fo maintain control and manage risk.

Scientific Games' tested and proven methodologies and processes support the execution of the transition plan. We draw on
extensive experience and focus on areas such as people and cultural change, supplier management, service and security
assessment, infrastructure service readiness, human resources, and conversion coordinafion.

CONVERSION PLAN — MANAGEMENT OVERVIEW

The following describes the types of activities during a fransition
project. Scientific Games will work with the Texas Lottery to develop
the transition plan based on your specific business objectives.

Scientific Games is confident the

Transition Management Office: rie
establishment of a Transition

@ Set up the project management control structure and Management Office will improve
el pracss. the transition to the new lottery
Human Resources: gaming system and provide a

_ valvable communication link.
o Manage the staffing process.

o Maintain the resource plan necessary to deliver the Texas
Lottery service level requirements.

Workplace Services:
o Establish o working environment for the TLC Transition Team.
People Cultural Change:

o Provide an environment where newly hired employees feel welcome, valued, and productive.

o Ensure thet staff newly assigned to the project have an opportunity to understand the Texas Lottery culture and business
objectives.

DOCUMENT REDACTED BY TLC - 12-5-10
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PART 10: CONVERSION

Supplier Management:

o Negotiote third party contracts and resources.
o Establish ongoing procurement processes for the TLC Account Team.

Service and Security Assessment:
o Establish Texas Lotery’s service level standards, and security policies, and current practices for the contracted services.
Service Level Reporfing:

o Establish the service level tools that provide the controls necessary for effective service management, resource
management, confract management, efc.

Program Communicafions:

o Establish an effective communications plan, implementation mechanism, and ownership for infernal and external
information sharing.

Conversion Coordination:

e Ensure the conversion from the Texas Lottery’s current vendor to Scientific Games is completed in an orderly, consistent,
and fimely manner.

Service Commencement Readiness:

o Organize an orderly transfer of staff, knowledge and services from the current vendor to Scientific Games so the TLC
Account Team can assume management responsibilities for the contracted services by launch date.

TRANSITION GOVERNANCE

A critical success factor for transition is a well-defined governance model that provides the Texas Lottery with the appropriate
level of control during the transition period. Through this model the Texas Lottery and Scientific Games jointly establish clear
guidance for the migration of work and the control of crifical issues.

TLC PROJECT STEERING COMMITTEE

The first level of the governance structure is the TLC Project Steering Committee, which is made up of executives and senior
managers from Scientific Games. It has the authority to establish the strategy, set the program objectives and determine the
business priorities. Its purpose is to oversee the transifion at an executive level.

The main responsibilities of the TLC Project Steering Committee are:

e (ontribute to overall transition planning;
@ Monitor/track progress of the transifion;
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@ Ensure adequate resource allocation;
@ Address escalated issues and drive dependencies.

The TLC Project Steering Committee will be led by Steve Beason as the Executive Sponsor.

TLC TRANSITION TEAM

The second level in the governance structure is the TLC Transition Team. It includes program management representatives from
Scientific Games and has responsibility for the overall management of the transition. This team works under the direction of the
TLC Project Steering Committee. Ifs role is fo execute the delivery of contracted products and service to the Texas Lottery by
reviewing transition plans, monitoring progress, resolving issues, managing escalation, assessing quality, status reporting and
project change control.

Given the unique demands of the job, the TLC Transition Team leader needs fo possess a high energy level, strong sense of
urgency, and strong project management skills. The role also calls for in-depth knowledge of the business, excellent
communication skills plus the ability to create structure and process. We believe, based on his exiensive transition experience,
Dan Grace os Project Direcior will be an excellent TLC Transition Team leader. Dan will be supported by Cory Bonogofsky, the
Senior Project Manager, and Cherie Peyton, Senior Project Warehouse Implementation Manager.

As a commitment fo the success of the Texas transition project, Scienfific Games assigned John Osenenko, the proposed TLC
Account Director and Dan Grace, the proposed TLC Project Director fo lead the development of the technical, marketing and
operations solufions presented in this proposal. They will meet daily with engineering, quality assurance, marketing, training,
operations and other key contributing organizations to develop and plan the transition plan. They will execute the transition
plan immediately on contract award based on their intimate knowledge of the confract requirements and propesed solutions.
There will be no learning curve with this team; they know the plon because they created it.

RISK MANAGEMENT

Like any project, fransition projects contain elements of risk and Scientific Games’ approach is to assess these risks with the
Texas Lottery, establish appropriate mitigation plans, and then proaciively manage the identified risks to closure. These plans
are assessed and tracked by the TLC Project Director and become an ongoing focus for the TLC Project Steering Committee
reviews.

At @ minimum, risk impact analyses and containment plans will include the following:

o Schedule impact on contracted deliverables;
o Quality impact on satisfaction with the deliverable.

Regular TLC Transition Team meetings are established to review transifion status, focus on any risks or issues that might impact
on the success of the project, and define the actions needed to address them.

DOCUMENT REDACTED BY TLC - 12-5-10
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PART 10: CONVERSION

Successful transitions start with a strong management commitment to exceed the Texas Lottery’s business objectives. It confinues
with effective fransition planning and execution. It is characterized by the way in which critical factors are addressed and
managed. The importance of management involvement in all of these areas cannot be overstated and we believe we have the
experience, dedication, resources, and resolve fo successfully transition the Texas Lottery’s operations and services.

The following subsections provide an overview of our Conversion Plan and Process.

10.1.2.1 ENSURING A SEAMLESS TRANSITION (DRs 13 and 18)

In satisfaction of RFP Table No. 122, Detail Requirement No. 13, Scientific Games will cooperate with the current Lottery
operator in order to seamlessly transition all services to Scientific Games' system and operations.

As with all Scientific Games conversions, our fransition plan will minimize the impact upon all Lottery stakeholders. Scientific
Games provides a proven and dependable conversion approach based on our extensive experience, gained from converting ond

migrating our competitors’ legacy lottery systems to our leading edge . Our implementation methodologies
are well-tested. The result will be the lowest possible risk approach for the Texas Lottery and the least possible impact to the
retailer.

Confidentiality Claimed
Not released
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Confidentiality Claimed
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Confidentiality Claimed
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Information Redacted
The Two Phase migration that Scientific Games is proposing to the §552.101/466.022/552.139

Texas Lottery has been used domestically with great success. Since
2006 we have converted three lotteries; four if you include

Scientific Games’ current conversion of the Hoosier Lottery, which is Successful conversions in

on schedule. Each of these success stories are summarized below Pennsylvania, Connecticuf,
and serve as proof that a Two Phase migration will provide a similar Maryland, and China,
success story for Texas, although on a grander scale. demonstrates Scientific Games’

experience and qualifications to

1. Pennsylvania Conversion Success
fransition the Texas Lottery.

Our success story in Pennsylvania was completed on June 16, 2009,
only six months after the contract signing. The Pennsylvania
implementation project involved the phased migration from a
legacy system, Masterlink, acquired from the company’s acquisition

of IGT-OES in 2003 to Scientific Games It involved nearly 9,000 retailers, WAVE™ terminals, and peripherals.
With a Two Phase migrafion approach to the conversion we were able o have our

communications network | operafional early. The WAVE™ terminals

were able to be authenticated on our system when they were deployed,

and were operafional on the then current MasterLink system prior fo the “go live” date.

All of the retailers were upgraded to new WAVE™ terminals and peripherals and, by all accounts, Benefits Oider Pennsyivanians
the retailers that were upgraded to the new WAVE™ terminals and peripherals were very excited
and safisfied with the performance, ease of use, and visibility to the players it has brought to their businesses.

Retailers learned 1o use the new WAVE™ terminals ot the training sessions scheduled throughout the state and readily adopted
them into their business long before the system’s conversion. Scientific Games’ Educational Services Team trained over 17,000
attendees prior to conversion, including retailers and Lottery staff. The fraining schedule was designed fo precede equipment
installafion by an average of a week or less, which meant the retailer was well-versed on terminal and peripheral functionality
and could quickly apply the skills they learned using the WAVE™'s training mode. This two phase conversion approach ensured
that the final system conversion date was just another ordinary day of business for the retailers

At conversion date, 8,700 WAVE™ and 1,000 self-service terminals were operational, each with a flat panel display, customer
display unit, and o wireless ticket checker. In all, this implementation project encompassed well over 67,000 pieces of electronic
equipment.

A DVD highlighting the process and experience of Scientific Games successful conversion of the Pennsylvania Lottery can be
found behind the Electronic Media tab card in Book 1 of this Technical Proposal. This Pennsylvania lottery Conversion DVD
includes testimonials from many of the same Scientific Games personnel proposed for the Texas conversion.

We believe the efforts described above are a testament to Scientific Games' capacity to deliver for the Texas Lottery.

DOCUMENT REDACTED BY TLC - 12-5-10
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2. Connecticut Conversion Success

In early May 2008, Scientific Games successfully complefed an 8-month migration fo the Y
Installation included 3,000 WAVE™ terminals and associated peripherals and e
.
lottery equipment for the Connecticut Lottery Corporation. ~”

The conversion introduced a number of next generation products including: CT I

o 3,000 WAVE™ terminals
o 3,000 self-service ficket checkers iidarnation ReRacied
o Lottery InMotion point-of-sale advertising display §552.101/466.022/552.139

This project involved the integration of nearly 12,000 pieces of electronic equipment, and the training of nearly 9,000 retailers.

3. Maryland Conversion Success

In July 2006, Scientific Games successfully completed an eight-month migration from the
Maryland State Lottery Agency (MSLA) MasterLink system to This project MARYLAN D{O}WTTERY-
involved the integration of over 35,000 pieces of electronic equipment, including the

installation of 4,200 terminals af 3,800 refailers.

Our implementafion strategy for the MSLA system conversion followed a Two Phase migration plan, which resulted in the most
risk-free and least disruptive plan for the MSLA and its retailers. New network communications and retailer technology devices
(e.g., terminals, ticket checkers, displays, signs, etc.) were deployed early to the retailers, communicating back to the Legacy
MasterLink system. On the day of system conversion, the switch-over fo the new lottery gaming system was
transparent fo the refailers. The following describes the key milestones associated with the two phase conversion plan executed
by Scientific Games for the MSLA.

The MSLA awarded its online contract to Scientific Games in late October 2005, providing for an approximately eight-month
conversion period through early July 2006.

o Three months after award (Definition Phase)
> Project plan validation
> Terminal GUI design and terminal software emulation programming
> Equipment procurement and manufacturing

> Retailer communication planning

RFP HO. 362-10-0001 ® JUNE 30, 2010 ® TEXAS LOTTERY COMMISSION
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> Installation schedule validation
> Training plan logistics
@ Five months after award (Installation Phase)

> Deployed over 35K pieces of equipment (communications, terminals, ticket checkers, keno monitors, servers, signs,
displays)

> 4,200 terminals to 3,800 retailers, 2,500 of which were keno retailers; addressed unique installation requirements
associated with historical districts and government building locations

> Installed retailer sites during worst weather siorm in 200 years — two weeks of torrential rain and extensive flooding
> Built out new primary and back-up data center facilities

> Trained 6,500 retailers, including 550 Korean retailers
Information Redacted

» Deployed a unique terminal sales solution for visually impaired retailers

o Six months after award (Ongoing systems and marketing acivities)

> Launched two promotions on the legacy system (top of ficket and single use coupon) during the conversion period.
Requirements definifion, programming, and marketing support for these promotion launches completed successfully
in parallel with required system conversion activities.

@ Six months after award {Conversion)
> Successfully launched the with 3,800 retailers over a largely

> Launched a new game promotion (Keno Doubler), and a new Pick 3 promation just three weeks after conversion
date. Requirements definition, programming, and markefing for these new promotion launches on the new system
completed successfully in parallel with required conversion activities.

> Launched a new horse race monitor game RACETRAX and another new Pick 3 promofion less than 60 days after
conversion fo

> Designed requirements for our player adivated terminals — PlayCentral

The implementation project effort was rewarded just eight months later when easily handled the increased sales
volume of a $390 million Mega Million jackpot.

Indiana (Hoosier Lottery)

Today, our team is engaged in the Indiana conversion, which is underway with a Two
Phase migration approach of a legacy gaming system to an integrated Lottery gaming
system. On September 24, 2009, Scientific Games agreed to supply our

gaming system, which includes a full suite of online and instant ficket pass-through systems, as well as a range of lottery
equipment, including more than 4,000 WAVE™ terminals and peripherals. The conversion date is scheduled for late August
2010.

HOOSIER € LOTTERY

DOCUMENT REDACTED BY TLC - 12-5-10
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Installation of 4,000 retailers with WAVE™ terminals and wireless ficket checkers began in early April 2010 of a rate of nearly .
350 retailers per week. Retailer training was scheduled and sessions held just days ahead of the installation. In all, we expect to

train nearly 8,000 retailers prior to conversion. The installed terminals are currently operating with the legacy gaming system

and will be cutover to and a network comprised of bott in late August 2010.

We are confident our successful conversion activities in Indiana will continue through the launch date with positive benefits fo the

Indiana players, retailers, and the Hoosier Lottery. Information Redacted
§552.101/466.022/552.139
INTERNATIONAL CONVERSIONS

Scientific Games’ success with conversions and other types of deployments are not confined to domestic or even North America
lotteries. Scientific Games is a global lottery provider with  significant presence on six continents. In addition to being what we
believe is the second largest online lottery provider in Europe, we have lottery systems operating in Argentina, Canada, Ching,
the Dominican Republic, France, Germany, Hungary, Iceland, Latvia, the Republic of Korea, Mexico, the Netherlands, Norway,
the Philippines, Spain, Sweden, and Switzerland. In addition, we are the exclusive instant ticket validation network provider to
the China Sports Lottery, whose success story we are proud to relate to you next.

China Sports Lottery

In terms of geographical scale, logistical complexity, speed of installation, and rapid sales growth, Scienfific Games’ China
implementation was a phenomenal business achievement, and comparable to the upcoming Texas conversion the Texas Lottery
is about to undertake.

In Junuary 2008, Scientific Games agreed to supply a lottery ticket sales system and related services to the China Sports Lottery
(“CSL") for the lottery market in the People’s Republic of China (“PRC”). The national lottery ticket sales system was designed to
track the distribution and validation of fickets throughout the PRC. Scientific Games also agreed to provide a national call center
and 90,000 ticket validation terminals and related services, such as game design, marketing and certain distribution to the (SL
provincial lotteries. Earlier, Scientific Games agreed fo a contract for the manufacturing of tickets with China Sports Lottery
Prinfing, Ltd. (“CSLP”) in the PRC. Working together with the (SLP, a state of the art ficket manufacturing facility in Beijing,
Scientific Games agreed fo establish and operate the plant through a joint venture.

As one of the key sponsors of the Beijing Olympics scheduled to open on August 8, 2008, the (SL planned a very aggressive
rollout of the system infrastructure, training, and ticket supply to ensure product availability and retailer presence in the
majority of key population centers in the PRC by the opening of the Beijing Olympics. The goals of the (SLincluded deployment
of more than 50,000 terminals, suppor for more than 150,000 retailers, and iraining nearly 17,000 sales representatives in all
regions across a enormous land mass with limited infrastructure.

The implementation plan scheduled the rollout of the Beijing-based main system infrastructure (data center, system hardware/
software, call center, and warehouse/distribution infrastructure) in no more than 60 days from contract execution. Thereafter,
the implementation plan scheduled the retailer infrastructure, fraining, data communication network, warehouse and
distribution infrastructure, and distribution of inventory in a rolling schedule throughout the 31 PRC provinces and initially
focused on the 400 key population centers across the country. The successful execution of the provincial rollout was essential to
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ensure enough coverage of refailers, terminals, and Olympic-themed tickets in advance of the Opening Ceremony of the Beijing
Olympics. Additionally, the final component of the implementation infrastructure, a state of the art ficket manufacturing facility,

was scheduled fo lounch 12 months after the contract execution, in late 2008.

Scientific Games mobilized a project team of experienced professionals from various locations around the globe to implement a
truly national system on a scale unprecedented in the lottery industry. In late March 2008, Scientific Games successfully
launched Olympic-themed lottery tickets by the CSL in the PRC. The program debuted on Sunday, March 23" in the Shandong
province in over 1,500 initial retail locations, with the combination of distributed fickets and activations generafing
approximately 40 million Yuan, or $5.6 million U.S., on the first day. The distribution and validation of (SL fickets were being
tracked by o central system and retailer validation terminals that were provided by Scientific Games and operated by the CSL.

After the initial provincial launch in Shandong, the deployment of sysiem infrastructure (retailer terminal, data communicotions
network, and warehouse and distribufion infrastructure) rapidly advanced as Scientific Games and the C(SL efficiently trained the
provindial lottery organizations and distributed ficket inventory throughout the installed provinces. From the date of the first
activations on the system on March 23 the system grew from 1,500 terminals in one province fo over 50,000 terminals
deployed in 30 provinces giving more than 99% of the population of China, or 1.3 billion peaple, an opportunity to play the
Olympic themed games by the Opening Ceremony of the Beijing Olympics.

Additional Key Implementafion Accomplishments induded:
60 days after Contract Execution (March 31, 2008)

e Infrastructure installed, tested, and launched in Beijing
> Data Center
> Ticket Sales System
> Software
> Data communications network
> Call center

> Warehousing and distribution infrastructure
o (SL staff trained (Beijing)
@ Two PRC provinces launched

> 2,000 terminals deployed
> CSL provincial staff trained
> Provincial warehousing and distribution infrastructure established

> Tickets distributed, activated, selling, and validating
o Total population of potential players tops 167,000,000
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90 days after Contract Execution (April 30, 2008)

o Seven PRC provinces launched for a total of nine provinces operational
» 12,000 terminals deployed
» 5L provincial staff frained
» Provincial warehousing and distribution infrastructure established
» Tickets distributed, activated, selling, and validating

o Total population of potential players tops 508,000,000
o Confirmations achieved total one billion Chinese Yuan (43 days)

120 days after Contract Execution (May 30, 2008)

e 17 PRC provincial launched for a total of 26 provinces operational
» 23,000 terminals deployed
> GSL provindial staff trained
> Provinciol warehousing and distribution infrastructure established
» Tickets distributed, acfivated, selling, and validating
o Total population of potential players tops 1,151,000,000
o Confirmations achieved total two billion Chinese Yuan (72 days)

150 days after Contract Execution (June 30, 2008)

@ Three PRC provincial launches accomplished for a fotal of two provinces operational
» 42,000 terminals deployed
> (SL provincial staff trained
> Provincial warehousing and distribuion infrastructure established

» Tickets distributed, activated, selling, and validating
o Total population of potential players tops 1,246,000,000 or 96% of the total population of the PRC

360 days after Contract Execution (December 31, 2008)

e 31 PRC provinces operational and ficket retail sales in the PRC exceeds10 billion Chinese Yuan in calendar year 2008

o 50,000 terminals deployed
o All CSL provincial staff fully trained
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o All warehousing and distribution infrastructure fully established

o A secure state-of-the-art ticket manufacturing facility in Beijing established with production capacity of approximately
eight billion 2" x 4" fickets.

Scientific Games is proud of our achievements in China in advance of the Beijing Olympic Games. Today, just over two years ofter
the iniial launch of the national lottery ficket sales system, nearly 55,000 terminals are deployed across the entire country
supported by 17,000 sales representatives, and nearly 500 warehouses. There is really no way to compare our efforts around
the world with these in China where we serve the China Sports Lottery in all 31 provincial lotteries and over 400 city lofteries.
Many of these lottery entities are larger than one large state in the United States.

While Texas stands as one of the largest states in the United States with nearly 269,000 square miles, China stands 6,000,000
square miles, which is slightly smaller than the entire United States. As the fourth largest country in the world, 22 of China’s 31
provinces have larger populations than the entire state of Texas. In fact, China has nearly 60 cifies with populations larger than
one million citizens. While the topography of Texas rises gradually from east fo west, reaching its highest point of nearly 8,800
feet, China is o land filled with mountains, high plateaus, with deseris in the west, plains, deltas, and hills in the east and the
highest point siretching nearly 30,000 feet above sea level.

The geographical scale and logistical complexities of this start-up are significant. Equally important fo the Texas Lottery are the
key leaders within Scientific Games who planned and executed this business achievement. Many of these leaders continue fo
provide strategic and tacfical quidance to lotteries throughout the world foday. The proposed Texas Account Director was an
instrumental executive in the creation and implementation of the China business during his tenure based in China. Many of the
proposed Scientific Games TLC Project Steering Committee Team members provided executive leadership to the implementation
efforis and nearly all of the proposed Scientific Games Global Management Team played key roles in the creation and
implementafion of the business in China.

We believe this effort and the industry leadership demonstrated are testaments to Scientific Games” capacity to design and
deliver o lottery of massive complexity and scale.

We believe this effort is a testament to Scientific Games’ capacity to deliver for the Texas Lottery.

Consorzio Lotterie Nazionali (Italy)

In 1996, hecause of a technical error, a great number of winning tickets were sold in a small town in northern ftaly, Curno. The
ltalian lottery governing body decided not fo pay the winning tickets, and the itizens lost confidence in the game. Sales
confinued on a downward decline from that point until 2004 when Scientific Games joined a consortium of companies (Consorzio
Lotierie Nazionali “CLN") and led the relaunch of instant tickets in lialy.

Scientific Games agreed fo design and supply the systems’ infrastructure fo operate and support the distribution of instant
fickets, provide instant tickets, game development services, and markefing support activities.

The key components of the re-launch included the following:

o Deployment of technology to a retailer population that has grown to nearly 50,000 retailers today
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o Establishment of a proactive distribution approach and improved customer service standards that today generates more
than 2,000,000 outhound calls per year, 8,000 deliveries per day, and 48 hour delivery to anywhere in Ifaly

o Increased prize payout and differentiation in both concept and point-of-sale

While Italy is roughly the size of the state of Arizona, the re-launch comprised more than 24,000 retailers or approximately
40% more than the current retailer population in Texas. Italy has nearly 58 million citizens or nearly 2.5 times the population of
Texas.

The results of this re-launch effort have been extraordinary.

Retailers have grown by mere than 100% in six years, the average selling price has grown by more than 100%, and, most
importantly, fofal sales have grown af an average rate of nearly 98% per year from 486 million Euros in 2004 o more than 9.4
billion Euros in 2009.

Many of the proposed Global Management Team for Lottery Services provided executive leadership to the implementation
efforts in the creation and re-launch of the business in Italy.

Additionally, numerous members of the proposed TLC Transition Team continue to provide support to our successful efforts in
Italy.

We believe this effort and the industry leadership demonstrated are testaments to Scientific Games’ capacity to design and
deliver a lottery of comparable complexity and scale. We believe this effort is o testament to Scientific Games' capacity fo deliver
for the Texas Lottery.

How Does This Benefit The Lottery?

Choosing Scientific Games and our two phase approach will ensure the Lottery a smooth, non-disruptive transition. This method
has been tested repeatedly and implemented with unprecedented success with lotieries around the globe. Coupled with 35 years
of lottery experience, seasoned professionals with lessons learned over multiple implementation projects, and our commitment
transition governance through executive guidance and support, all highlight the benefits the Lottery will receive by selecting
Scientific Games as their operations and services vendor — and partner.

CONFIDENTIALITY CLAIMED
NOT RELEASED
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THE TEXAS LOTTERY DESERVES THE FLEXIBILITY TO CHOOSE ITS VENDORS

An incumbent vendor should never perceive or maintain that it is the only viable option for its customer. Unfortunately, this

perception can exist, especially as the size and complexity of the customer’s enterprise increases. Today’s lottery environment is
one in which oll customers can and should expect the best that a competitive indusiry has to offer. The notion that any customer
should feel bound fo its current system is unnecessary. Likewise, the notion that changing vendors must necessarily be a process
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embroiled with risk is outdaied and has been proven to be unfounded, not only by Scientific Games but also by other lotiery
vendors.

The evolution of the technology component of the public gaming industry is similar to those of many other IT market sectors in
that the “mystery” behind the technology has diminished, allowing a more level playing field among vendors. This is referred to
as commoditization of the market. There are several vendors in this industry that are capable of fielding an effective technology
solution. With that said, there are some areas in particular where the industry has not commoditized. They include outstanding
customer service and a focus on the future for the mutual benefit of the customer and vendor. These are not commodities and
Scientific Games is a front runner in these areas.

Scientific Games will expect the cooperation of the current online system vendor to make our Two Phase migration successful.
We will cooperate fully with GTECH and we expect the same cooperation in refurn. The Texas Lottery and its stakeholders
deserve no less.

10.1.2.2 WORKING WITH THIRD PARTIES (DR 16)

In satisfaction of RFP Toble 122, Detail Requirement No. 16, Scientific Games understands that we must work with any third
party representatives that the Texas Lottery may designate to assist in the oversight of the Conversion project. Scientific Games
is recognized in the lottery indusiry s a highly cooperative partner and we are adept at integrating various lottery stakeholders
into our project management process. Some examples of third party representatives that we have engaged in conversion
projects include:

o Dattelle Memorial Insfitute

@ White Sands Consulting

o North American Association of State and Provincial Lotteries (NASPL)
o Multi-State Lottery Association (MUSL)

In addition fo the transparent reporting of project status and achievement metrics such as internal test reports, Scientific Games
will include (or invite) Texas Lottery-designated staff or third party representatives into working meetings, quality walk-
throughs, risk reviews, and other milestone-oriented activities.

10.1.3 PROJECT MANAGEMENT PROCESS (DR 17)

Response Requirement 3: The Proposer must provide ifs proposed Conversion Plan project management process.

I this section, we provide an overview of our project management process. Our process is described in more detail within
Section 10.4, where o detailed response is required by the RFP.
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Scientific Games understands that the Texas Lottery will review and approve the project management process and oversight
structure once it is safisfied that the plan meets Texas Lottery’s standards and needs. Scientific Games will finalize the plon and

oversight structure before it is implemented.

The depth and breadih of Scientific Games' project management organization is unmatched in the lottery indusiry. No other
vendor has more experience in and understanding how to seamlessly migrate a lottery system in a highly structured fashion to
ensure it will not only be successful, but virtually transparent to the retailer and player communities.

PROJECT MANAGEMENT

Scientific Games has structured the project transition organization using Project Management best practices and quality
performance as the driver for a successful delivery of our Texas Lottery solution. Our project management approach emphasizes
not only the project organizational structure, but also how that organization interacts with the Texas Lottery, the TLC Account
Team, and the retailer network.

Confidentiality Claimed
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10.1.4 CONVERSION STAFF (DR 14)

Response Requirement 4: The Proposer must identify, including names and resumes, the conversion staff whose full-time responsibilities are to
convert the Texas Lottery fo the Propuser’s System. Progosers must afso identify any stoff who may assist with these activities, but will not be assigned fo

the Texas Lottery account on o full-time basis (e.g., corporate technical staff).

Transition Management Office (TMO)

Scientific Games proposes the establishment of a Transition Management Office (TMO) upon

contract award. The TMO's primary functions will be to ensure clear and consistent enterprise
communication and verify knowledge penetration within the entire Texas Lottery organization. As

the TLC Transifion Team and Texas Lotiery commence the transition efforis for the loitery

operations and service, Scientific Games recommends we jointly establish a TMO to assess, EACEEDS
EEEan
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monitor, and communicate business process changes impaciing the Texas Lottery staff workflow as a result of the new lottery
gaming system.

It is incumbent upon the TLC Transition Team fo effectively identify the crifical business process improvements and work with the
Texas Lottery on appropriate communication methods to all levels of the Texas Lottery. The successful implementation of this
TMO will make certain transition communication is clear, concise, and penetrates the enfire enterprise. We propose roles and
responsibilities identified in Figure 10.1-6.

Figure 10.1-6: Transition Roles and Responsibilities
(reate Enterprise Communication Plan (ECP) X
Review ECP and provide feedback as appropriate X
Provide staff for ECP execution X
Provide oversight of ECP execution X
Provide regular communication as defined by the ECP X
Perform regular departmental briefings os defined by the ECP X
Participate in the monthly TLC Project Steering Committee meetings X X

Scientific Games recommends that the Senior Project Manager, Cory —
Bonogofsky, leads the TMO with an assigned resource from the xr
Texas Lottery providing oversight in all TMO activities. Additional
staff can be assigned, as needed. As the TLC Senior Project Manager,
Cory will ensure the identification of enterprise-wide business
process involvements and develop appropriate communication fools
to disseminate information and review training needs, as

appropriate.

SUPERIOR VALUE

Scientific Games is confident the adoption of a Transition
Management Office by the Texas Lottery will improve the transition
to the new lottery gaming system and provide a valuable
communication link between the TLC Transition Team’s acfivities and
the entire Texas Lottery organization.

Additional dedicated Senior Project
Manager to lead the “Transition
Management Office.”

Scientific Games will provide the Texas Lottery with a seasoned and

dedicated Transition Team with extensive lottery conversion : _
experience. In satisfaction of RFP Table 122, Detail Requirement G
No. 14, we have included in our response the names and resumes -
of the full-time staff, as well as detailed descriptions of key
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management personnel. In addifion, we have identified key corporate personnel who will work dosely with the Project Director
and TLC Transition Team. Key management staffing for the TLC Transition Team and Account Team are detailed in Section 4.3.
Resumes can be found for all personnel named in this section in the Supplemental Documentation for Part 4 as well as on the
Supplemental Documentation (D behind the Electronic Media tab card.

Scientific Games uses o four-tiered

management model, as illustrated by Figure 10.1-7. Not to be misinterpreted as layers of

management; instead, these groups have dlear and complementary roles, all designed to ensure the project’s success. They

include:

Figure 10.1-7: Scientific Gomes Four-Tierad Support Mode

Global Management Team

Having a global presence, Scientific Games understands that management direction begins
at the corporate executive level. Our corporate executives are linked with each customer as
they work in concert to define business objectives and make key decisions for lottery
business initiatives. Key corporate executives from Scientific Games will be assigned fo
fulfill this role in our interactions with the Texas Lottery.

TLC Project Steering
(ommiftee — Executive
Sponsorship

Scientific Games' corporate organization will interface with the TLC Transition and Account
Teams through the Texas Executive Steering Committee. The Texas Project Steering
Committee will be comprised of executives from Scientific Games’ departments such as
hardware engineering and systems development. The committee will ensure that resources
for the implementation and ongoing operations are properly allocated, key milestone dates
are met, ongoing operations function in a way that meets refailers’ needs and that the
Lottery continues to grow and prosper. The TLC Project Steering Committee will also
participate in periodic project reviews and risk reviews. The TLC Project Steering Committee
will also take direction from the project’s executive sponsor-Steve Beason, Lottery Systems
President and CTO.

TLC Transition Team (fully
dedicated)

Guided by the TLC Project Steering Committee and supported by the local account team, we
will bring a TLC Transition Team to the Texas project who have unmatched experience and
knowledge of your system, retailer base, and business requirements. The TLC Transition
Team, led by a lottery-seasoned Project Director, is comprised of personnel with experience
in central systems, software development, communication networks, equipment installation,
facilities construction, security, operations, manufacturing, fraining, instant ficket services,
and sales and marketing. Additional personnel, if needed, will be brought in fo meet
timelines identified in the final implementation plan.
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Texas Account Team (fully Scientific Games will provide the Lottery with a talented, proven, and dedicated team of
dedicated) industry professionals led by John Osenenko, who has over 19 years experience in the
lottery industry. John’s team will provide complete support to the Texas Lotiery and have
responsibility for delivery of all contracted products and services and ensuring Texas Lottery
safisfaction with service level performance.

10.1.4.1 DEDICATED AND EXPERIENCED PROJECT MANAGEMENT PROFESSIONALS

Due to the magnitude of the conversion effort, Scientific Games has

chosen fo assign three Project Managers to lead the TLC Transition

Team exceeding the RFP requirement. While such an approach is %
not mandatory, we have chosen to appoint three project managers
based on our desire to take a proactive and low-risk approach in
Texas. Overall responsibility for the project will reside with our
seasoned engineer and Project Director, Mr. Dan Grace. A second
project manager will work in a deputy capacity, reporting o the
Project Director. The Senior Project Manager will be Mr. Cory

EXCEEDS SUPERIOR VALUE

Bonogofsky. The Project Director and Senior Project Manager Scientific Games proposes three
designations have been made to avoid any confusion or dedicated on-site Project
management overlap in the reporting chain. The Project Director Management professionals to take
will be the primary focal point for the Texas Lottery and Scientific a proactive and low-risk approach.

Games. [n addition, Cherie Peyton, Senior Project Warehouse
Implementation Manager, will oversee the procurement and
installation of all equipment related to the instant ticket warehouse.

.

.
A

PROJECT DIRECTOR BIOGRAPHY

Dan Grace, Project Director

Scientific Games will assign Dan Grace as our dedicated Project Director throughout the
implementation. Dan has over fen years of lottery-specific experience. Dan has headed and
completed projects for AWI, IGT-OES, and Scientific Games. Dan is a seasoned professional with
more than ten years of lottery experience. In the eight years he has been with Scientific Games, |
he has played a key role in conversions, system implementations, and terminal deployments in ~ Dan Grace
Asia, Europe and the U.S. He recently successfully completed an assignment as the Senior Project
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Manager for Scientific Games’ conversion and system implementation in Pennsylvania. He is currently engaged in the Hoosier
Conversion Project.

Dan is a member of the Project Management Insfitute (PMI) and is a certified Project Management Professional (PMP). He will
ensure project standards and processes are in compliance with NASPL best practices and the PMI. He will oversee the
requirements gathering process to ensure that o lear understanding of all Texas Lottery requirements is accurately captured.
Supporting Dan will be Cory Bonogofsky as Senior Project Manager.

Cory Bonogofsky, Senior Project Manager

With over six years of lottery-specific experience, 13 years of project management, and is
certified as a Project Management Professional (PMP) and Certified Purchasing Manager (CPM),
Cory will manage the technical infrastruciure team dedicated to the Texas Lottery gaming system
Implementation, which consists of three depariments: Production Systems, Corporate Operations
Support, and the Network Implementation.

Cory will inferact with Dan Grace by being the single point of contad for technical infrastructure Cory Bonogofsky
issues, for pricing, scheduling, and status. Cory will be involved in the internal and customer status

mestings throughout the conversion project. Cory will be engaged throughout the life of the project.

Both project leaders will be fully dedicated to the Texas project and will reside in our Texas office for the duration of the project.
These project leaders will manage all major activities for project implementation including planning, development, coordinafion,
approval, and fracking of project deliverables. Both will be fully engaged instant ticket the project preparation and have
completed the “draft” Texas conversion plan and schedule, included with our proposal in the Supplemental Documentation at the
end of Part 10 os well as on the Supplemental Documentation (D behind the Electronic Media tab card. Both project leaders
will work closely with the Texas Lottery to finalize the plan after contract award. The Project Director has also held frequent
discussions with the proposed TLC Account Team leads as well as Scientific Games” corporate Engineering, Software and Q,
Marketing, Training, and other key contributing organizations to develop and plan the Texas Lottery conversion.

Cherie Peyton, Senior Project Implementation Manager

Also on the ground in Texas during the implementation phase through start of instant ficket
disiribution from the new warehouse facility will be Cherie Peyton, Senior Project Warehouse
Implementation Monager. Her contract functions include management of the procurement and
installation of all equipment related to the instant ticket warehouse. Cherie possesses six years of
lottery specific experience and most recently served as project manager for the Florida conversion
and Puerto Rico and Arkansas start-up. She is also a member of PMI. She will assist Dan Grace
with the execution of the implementation plan to ensure it is completed in a fimely and efficient manner.

Cherie Peyfon
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All project leaders report directly to Mr. Todd Hopkins, Vice President of Scientific Games
Worldwide Projects, so high-level visibility for the project is assured. Todd will ensure project
standards and processes are in compliance with NASPL best practices and the PMI. The Project
Director is authorized fo make commitments for the Transition Team, negotiate directly with Texas
Lottery, and coordinate activifies within cross-functional Scientific Games teams. As such, he
represents the primary management interface between Scientific Games and Texas Lottery for all
matters perfaining fo the conversion, from requirements development to system delivery.

PART 10: CONVERSION

Todd Hopkins

Open and frequent communication with the Lottery is paramount to project success. Towards that end, both project leaders will
be ovailoble to Texas Lottery on both a scheduled and ad hoc basis to address concerns and project status. When required, either

project leader will also escalate issues to Scientific Games corporate.

10.1.4.2 CERTIFIED MEMBERS OF THE TLC TRANSITION TEAM

In order to ensure that all facets of the Texos conversion project are
properly managed, a key menagement person has been identified
and tasked with project oversight for each key functional
deliverable of the implementafion. As depicted in Figure 10.1-8
each person has a direct line of communication fo the Project
Director, who has oversight of the enfire project. Additionally, each
key management person named has a direct line of communication
with the Scientific Games executive who has corporate oversight for
their functional area of project responsibility. This helps Scientific
Games to quickly resolve any potential rouble spot that may
jeopardize the conversion schedule.
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Functional Team Managers have an
average of nearly ten years of
lottery-specific experience for each
manager.
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Project Director Project Level
A

- Team managers report to PD
= Specific conversion responsibilities

Functional Team Managers

Project Level

1 I A

« Functional issue escalation
= Technical & resource support

Functional Corporate Sponsors

Corporate Level

l:' Dedicated Project Resource |:I Corporate Support

- 1 @0

Fiqure 10.1-8: Direct Line of Project Communicution

While having a strong Project Director is an asset, other members of the TLC Transition Team and the leadership that supports
them are also important so that the Texas Lottery can be confident that the conversion is being managed by fully-experienced
personnel. Fully-dedicated members of the conversion team include the following Functional Team Managers who will lead the
many subject matter experis that comprise the various delivery leams.
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Functional Team Manager: Adam Cormany, Gaming System Architect Information Redacted

Affiliated Group: Central Systems

Adam has played a key role in five lottery-specific deployments between 2003 and 2009. Adam
has over eight years of Lottery experience as well as over 15 years overall experience in computer
technology, and has personally been involved in every system start-up and conversion during his
tenure. His implementation and engineering expertise was a major factor in Scientific Games’
ability to implement the Oklahoma Lottery in record time; convert the Maryland Lottery’s
MasterLink central system to and the seamless conversion of the Connecticut Lottery
gaming system in May 2008. He recently participated in the Pennsylvania Lottery gaming system
conversion in 2009 and is currently involved with the Hoosier Lottery project.

Functional Team Manager: Brad Bever, Production Systems Manager
Affiliated Group: Central Systems

With over eight years of lottery-specific experience, and certified

Brad will be
responsible for receiving, assembly and configuration of Production, Test, QA and Development
computer systems. Brod's team will ensure that all servers are assembled according to the contract
specifications as well as loading operafing systems and over-the-counter software. Brad's

§552.101/466.022/552.139

Adam C armay

Brad Bever

Production Systems Team builds the Texas Lottery gaming systems, induding installation of the operating systems, databases,

and third party applications. His team will also configure these servers into an
Brad will be engaged throughout the life of the projedt.

Functional Team Manager: Steve 0’Connell, Corporate Operations Support Manager
Affiliated Group: Operational Support

With over seven years of lottery-specific experience, Steve will lead the Corporate Systems
Support Team. This team installs and configures the Scientific Games proprietary software and
supports the operations of the gaming systems. Steve will be engaged throughout the life of the
project.

Functional Team Manager: Stan Doling, Telecommunications and Network
Communications Manager
Affiliated Group: Communications Network

With over nine years of lottery-specific experience, Stan will lead the Network Implementation
Team. Stan is responsible for the LAN and WAN architecture and installation, including the gaming
system neiwork af the primary and back-up facilities and the terminal networks. Stan will be
engaged throughout the life of the project.
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Functional Team Manager: Eric Deaton, System Project Manager
Affiliated Group: Software Development

With four years of lottery-specific experience, Eric Deaton will be the primary point-of-contact for
the Lottery regarding the implementation of the System. Eric will be assigned exclusively to this
implementation and will be on-site during Lottery Acceptance Testing, conversion, and several War
weeks following conversion. Eric will also be responsible for managing the product development
activifies within the Manufacturing and Hardware Engineering group and ensuring that the
prescribed acfivities are carried out in accordance with specified goals and objectives, and customer contract requirements.

eafon

He will interface with Dan Grace as the key point of contact for product development and will coordinate activities concerned
with technical developments, scheduling, and resolving quickly any issues, questions, or challenges related to the engineering
design and test problems. In addition, Eric will collaborate across Scientific Games” other teams, in order fo support, build a
mutual understanding and work effectively across the matrix. Eric will be engaged through the life of the projedt.

Functional Team Manager: Jessie Pack, Field Project Manager
Affiliated Group: Field Installations

With 25 years of lottery-specific experience, Jessie Pack will be the Senior Field Operations Project
Manager. Jessie will work closely with Dan Grace, the dedicated TLC Project Manager. Jessie will be
the primary point-of-contact for the Lottery regarding the conversion of the retailers including
installation of the retailer communications network and all retailer devices. Jessie will be assigned
exdusively to this implementation and will be on-site during network installation, deployment of
retailer devices, and several weeks following conversion. His contract functions will also cover the day-to-day responsibilities of
the conversion including fraining, communications and WAVE™ terminal installations. Jessie will be engaged through the life of
the project.

Jessie Pack

Also under Jessie’s direction, the Network Roll-out Office (NRO) is responsible for all new communications and WAVE™ terminal
installations during the project and ongoing field service corporate oversight of daily field operafions.

Functional Team Manager: Maurice “Moe” Corrette, Director, Logistics and Planning
Affiliated Group: Facilities

With 14 years of lottery-specific experience, Moe will lead Scientific Games’ Facility Logistics Team
in the facility build-out. His team’s contract functions include the overall building design,
construction and infrastructure equipment fo be provided as part of the implementation project.
Moe will inferact on a daily basis with Dan Grace throughout the build-out process. Moe will be Moe Corrette
engaged throughout the life of the project.
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Functional Team Manager: Carla Merrell, Engineering Project Manager
Affiliated Group: Manufacturing

With seven years of lottery-specific experience, Carla’s contract functions include responsibility for
managing the product development activities within the Manufacturing and Hardware Engineering
group. She will also be responsible for ensuring that the prescribed activities are carried out in
accordance with specified goals and objectives, and customer contract requirements. She will Carla Merrell
inferface with Dan Grace as the key point of contact for product development and will coordinate

acfivities concerned with technical developments, scheduling, and resolving quickly any issues, questions, or challenges related
fo the engineering design and test problems. In addition, Carla will work to collaborate across Scientific Games’ other teams, in
order fo support, build a mutual understanding and work effectively across the matrix. Carla will be engaged throughout the life
of the contract.

Functional Team Manager: Kris-Ann Hosonitz, Educational Services Manager
Affiliated Group: Training

With six years of lottery-specific experience, including the recently completed Pennsylvania
conversion, Kris-Ann Hosenitz’s contract functions begin with leading a team of individuals that are
responsible for every aspect of training; from gathering training requirements, fo designing
learning solutions, to facilitating instructor-led dlasses as well as managing Lottery UniverCity”™
and evaluating the solution to ensure it meets the objectives set.

Kris-Ann Hosonitz

Kris-Ann will be the primary point-of-contact for the Lottery regarding the training of the retailers prior to conversion. Kris-Ann
vill be on-site a few weeks prior fo the start of retailer training throughout the end of retailer training and thereafter as
required. She will be engaged through the life of the project.

As an integral part of the project team, it is Kris-Ann’s responsibility to work with Dan Grace on the following items:

e Ensure we have the tools we need (software, terminals) to instruct end users
e Manage the vendors and facilities we ufilize during training

o Ensure that all learning solutions are implemented flawlessly

e Report on fraining participation

@ Report on evaluation scores

o Determine the need for other learning solutions

o Ensure that learning opportunities are established and ready for the life of the contract
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Functional Team Manager: Leslie Badger, Senior Director Lottery Product Marketing
Affiliated Group: Sales and Marketing

Leslie will provide sirategic marketing and planning of the online product line and facilitate
development of new products and services for the Lottery. She has corporate oversight for
Scientific Games” marketing personnel serving the Lottery including the Field Sales Team, the Field g
Markefing Team, the Corporate/Chain Accounts Team, the Promotions Team, and the Training Leslie Badger
Coordinator. She also provides oversight of the development and execution of marketing plans

and promotions programs. Leslie will work closely with the Texas Account Director, the Regional Sales Director (Pam Lee) fo
bring the Texas Lottery valuable information about the latest trends, research, and product changes in the lottery industry, and
o assist in strategic planning for the future.

Scientific Games' organizational chart for key members of the TLC Transition Team is presented in Figure 10.1-10.

Resumes can be found in the Supplemental Documentation section at the end of Part 4.

10.1.4.3 KEY CORPORATE OVERSIGHT — EXECUTIVE STEERING COMMITTEE

Scientific Games has found that having executive sponsorship for
each of the project functional disciplines has proven to provide high
visibility within the corporate environment and quick resolution fo
any risk items identified. As depicted in Figure 10.1-11 af the end
of this section, each functional discipline is paired with the
appropriate executive sponsor.

SUPERIOR VALUE

As a further commitment to project oversight, key execufive
sponsors will make up the Scientific Games executive steering
commitiee membership. This further brings a wealth of lottery
experience and knowledge that the Lottery may query fo help
resolve any project challenges that arise throughout the project.

Executive management assigned
for exceptional Transition

Governance.
Figure 10.1-9 identifies all key corporate executives who will be

closely involved in the implementation, their specific contract
function, and their years of lottery experience. All key conversion
staff members have been identified. They will be a valuable
resource for resolving issues before they impact the project. Each
person has a direct line of communication fo Steve Beason,
Scientific Games’ Executive Sponsor.
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YEARS OF
SCIENTIFIC GAMES’ TLC PROJECT
CONTRACT FUNCTIONS LOTTERY
KEY IMPLEMENTATION STAFF _
EXPERIENCE
LOTTERY SYSTEMS

Steve Beason Serves as the Executive Sponsor and provides 25
President, Lottery Systems and (T0 executive leadership within individual business

units to ensure effective execution of our

technology strategy for the TLC Project.
Todd Hopkins Oversees the conversion project and provides 25
Vice President, Project Management and executive oversight of the end-to-end solution.
Implementations Reports directly fo the Executive Sponsor on all

project-related matters and status.
David Douglas Directs the service delivery. Meets with the Texas 23
Deputy Director of Technology Lottery management staff regularly to provide

status information and address issues and

problems. Leads the Data Center/Operations,

Call Center, and Software Delivery Teams. Directs

the delivery of overall service, improvement

plans, and ensures all service levels are met

according fo confract requirements.
Pat McHugh Oversees local and corporate support of the 16
Vice President, North American Lottery Operations | ongoing operational services, including all

support services to ensure contract compliance,

quality and infegrity of site operations, and

customer safisfaction.
Bill McArthur Manages the Information Services and 10
Vice President, Information Services and Technology department, which supports lottery
Technology production system implementation.
John McCormack Manage the central system and terminal 18
Vice President, Systems Development software development for the site solution.
John Osenenko Ads as the primary contact between the Lottery 19

Texas Account Director

and Scientific Games and oversee all aspedts of
coniract compliance.

HEAN
#naas
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Figure 10.1-9: Key Corporate Personnel with TLC Project Implementation Dversight

SCIENTIFIC GAMES” TLC PROJECT

KEY IMPLEMENTATION STAFF

CONTRACT FUNCTIONS

- YEARS OF
. LOTTERY
- EXPERIENCE

Vice President, Instant Ticket Services

warehousing and distribution (Inside Sales).

Ajay Ghia Responsible for the management of the 2
Vice President, Engineering and Manufacturing | engineering, product introduction, and

manufacturing of terminals and peripherals for

loftery systems.

SALES AND MARKETING

Jim Kennedy Provides executive management, support and 25
Senior Vice President, Sales and Global Marketing | direction of the Sales and Markefing Team; and

will also direct account management, marketing,

and product development.
Jennifer Welshons Leads the efforts of the Global Markefing 10
Vice President, Global Marketing department, including market research services,

analysis, and strategic planning.
Pam Lee Provides overall strategic account management 15
Senior Regional Director, North American Salesand | and will serve as the primary ligison between
Marketing Scientific Games and its customers. Responsible

for revenue generation, sales forecasfing,

marketing support, and game planning.
Janine Whiteman Serves as corporate sponsor for the Scientific 277
Senior Director, Retail Solutions Marketing Games terminal and peripherals. Assists the site

team with development and deployment of new

lottery solutions for specified retailers.
Leslie Badger Oversees and supports the strategic markefing 11
Senior Director, Lottery Product Marketing and planning of the lottery product portfolio and

facilitates the development of new lottery

products and services by inferfacing with the TLC

Account Team. Provides guidance and direction fo

the creation of the annual marketing plans and

ensures they complement the Texas Lottery’s

markefing sirafegies.
John Schulz Provides account operational oversight of 25

Scientific Games’ organizational chart for key members of the TLC Project Steering Committee is presented in Figure 10.1-11.

Resymss it e e dhe.Sypelemsnial Pocumentation section at the end of Part 4.
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10.2 INTEGRATION AND TESTING

RFP Requirement: Infegration and testing are the activilies associated with ensuring that all individual Lottery Gaming System components are
configured and deployed to provide a cohesive solution and to achieve the intended resulfs. The following table identifies the integration and festing
requirements.

Scientific Games considers this RFP requirement to be informational, therefore no response is needed.

Tahla 178 Intanaratinn and Tactin wamanie
1aie 1 L), INiegruiion Gha lesing geﬂt’;;‘:;?:!}ﬂ;:

SUCCESSFUL TLC
PROPOSER
1. Provides proposed Integration and Test Plan X
2. Reviews and approves Integration and Test Plan X
3. Defines integration and testing requirements X
4. Reviews and approves integration and testing requirements X
5. Develops, documents and maintains Integration and Testing Plan that meets Texas X

Lottery-defined requirements and adheres to Texas Lottery-defined policies

6. Manages integration and test environment X
7. Maintains software release matrices across development, QA, and production X
environments and networks
8. (Conduds integration and security testing for all equipment, networks, and software to X
include terminal, system, integration and regression testing based on Texas Lottery
requirements
9. Evaluates all new Lotiery Gaming System components and services for compliance with X
Texas Loftery security requirements
10. Assesses and communicates to the Texas Lottery the overall impact and potential risk 1o X
Lottery Gaming System components prior to implementing changes
11. Jointly defines User Acceptance Test (UAT) requirements X X
12. Develops UAT plans per requirements X
13. Reviews and approves UAT plans X
14. Conducts and documents UAT results per requirements X
15. Reviews and approves UAT results X
16. Stages new equipment, software and services to smoothly transition into existing X
environment based on Texas Lottery requirements and Texas Lottery-approved design
documents
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Table 125. Integration and Testing Requirements

: SUCCESSFUL -
ROLES AND RESPONSIBILITIES
LB LY PROPOSER "¢
17. Performs modifications and performance enhancement adjustments to Lottery Gaming X
System software and utilities as a result of changes to architectural standards or
additions and upgrades to the environment
18. Tests new releases of Lottery Gaming System hardware and software to ensure required X
performance and fundionality is maintained in conformance with SLRs
19. Provides and supports any and all software required to integrate Lottery Gaming X
System software and hardware
20. Provides integration of Lottery Gaming System software X
21. Performs configuration management and change management acfivities related fo X
integration and testing
22. Documents the procedures to test the integrity and validity of archived files X
23. Conducts comprehensive Gaming System tests and provides the results to the Texas X
Lottery
24. Reviews and accepts or rejects Gaming System test resulis os appropriate X
25. Maodifies architecture, hardware or software components as required based on testing X
outcomes
26. Re-tests as appropriate and provides results to the Texas Lottery X
27. Reviews and accepts test results approving migration of System info production X

DETAIL REQUIREMENTS RESPONSE

SECTION(S)

28. The Texas Lottery will conduct a series of acceptance tests, which the Successful Proposer must 10.2.2.2
support. To support acceptance testing, the Successful Proposer must have testing site facilifies
within 30 miles from the State Capitol building in Austin, Texas, and also provide the ability for
the Texas Loftery o fest from the Texas Lottery headquarters building. The Successful Proposer
must provide all necessary and required computer hardware, communications hardware,
software, and ot least six (6) test sales Terminals representing each planned Retailer Sales
Terminal type with appropriate attachments, and six (6) additional non-sales Terminals installed
and operafional for integration, system and acceptance tesfing prior fo the scheduled conversion.
The date fo start acceptance tesfing must be no later than June 1st, 2011.

‘DOCUMENT REDACTED BY TLC - 12-5-10
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RESPONSE
| DETAIL REQUIREMENTS SECTION(S)
29. The Back-up Data Center and required ICS interfaces must also complete successful acceptance 10.2.2.2
testing before conversion.
30. Each release of the software for testing by the Texas Lottery must be accompanied by release 10.2.3.5

notes. The release notes must evidence good configuration management practices, namely each
release must be identified by a version number and the changes must be succincily defined. This
requirement shall extend throughout the Contract and not just the conversion period.

31. The Texas Lottery will consider the System ready for acceptance testing once all hardware and
software items are installed and configured fo operate in the Texas Lottery’s environment and in 10.2.3.3
accordance with the Texas Lottery’s standards. The Texas Lottery will have successfully complefed
testing when all components of the System have been tested and all significant issues identified
during festing are resolved by the Successful Proposer and validated by the Texas Lottery. The
Successful Proposer and Texas Lottery will develop and agree upon detailed criteria to be met
prior to the System heing accepted and put into production.

32. The Texas Lottery takes a comprehensive approach to acceptance festing and reserves the right 10.2.34
to conduct any acceptance testing deemed necessary. The results of these tests will determine
whether the Texas Lottery accepts an application or a change to an application. The Texas Lottery
is the exdusive decision-maker for determining acceptance test passing or failing.

33. The Successful Proposer must perform and document extensive self-testing, debugging, security 10.2.2
testing, and quality assurance on all software prior to submitting the software fo the Texas
Lottery for acceptance festing. All software submitted to the Texas Lottery for testing must be
fully operational and principally ready for production use. The Texas Lottery reserves the right fo
reject any software.

34. The Successful Proposer shall provide on-site personnel capable of modifying the Lottery Goming 10.237
System and all support systems during acceptance festing. The on-site personnel must be
assigned to the Texas Lottery on a full-time (at least 40 hours a week) basis during acceptance
testing, and must also be experienced with the specific hardware and software being fested.

35. The Successful Proposer must ensure any system used for acceptance testing is idenfical fo the 10.2.2.2
Lottery Gaming System and shall provide document of such upon request by the Texas Lottery.

36. The Successful Proposer must ensure all security controls and encryption schemas remain in
effect during all fests. 10.236

37. The Successful Proposer must ensure any system used for acceptance tesfing has working 10.2.2.2
interfaces identical o those found in the production system.
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RFPNO. 362-10.0001 ® JUNE 30. 2010 @ TEXAS LOTTERY COMMISSION



PART 10: CONVERSION

RESPONSE
DETAIL REQUIREMENTS SECTION(S)
38. The Successful Proposer shall test the ability of the backup Lottery Gaming System to take over 10.2.5.1

total operation of all Texas Lottery Producis, associated systems and functions and then return
operational control to the production Lottery Gaming System. This must occur transparently fo all

System users.
Table 126. Infegration and Testing Response Requirements

1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide an overview of its proposed infegration and festing process.

3. The Proposer must provide ifs proposed acceptance festing process and provide its standard acceptance festing criteria.

4. The Fropuser.musi provide ifs proposed infegration and fest Plan.

5. The Proposer must describe its Lottery Gaming System backup, recovery, failover process and test plan.

RESPONSE TO TABLE 126: INTEGRATION AND TESTING RESPONSE REQUIREMENTS

10.2.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: Tha Proposer must acknowledge and accept the roles and responsibilities and detoil requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply, and often exceed, detail requirements
indicated in RFP Section 10.2.

10.2.2 INTEGRATION AND TESTING PROCESS (DR 33)

Response Requirement 2: The Proposer must provide an overview of its proposed integration and testing process.

Scientific Games' overview of our proposed integration and testing process is given on the following page.

. HEENE
HEnEw
‘BOEUMENT REDACTED BY TLC - 12-5-10

RFP HO. 362-10-0001 @ JUNE 30, 2010 ® TEXAS LOTTERY COMMISSION



REP NI

362-10-0001 ® JKE 30, 2010 * TEXAS LOTTERY COMMISSION

Information Redacted
§552.101/466.022/552.139

10.2.2.1 INTERNAL INTEGRATION: TESTING OVERVIEW

Prior to customer acceptance testing by the Texas Lotery, Scientific Games will apply a repeatable, deterministic, traceable,
controlled, and documented test methodology in order to perform a full range of Internal Software Quality Conirol (QC) tesfing.
Our integration and testing process will:

o Verify the compliance of the Texas information system to the System Requirements Specification (SRS).

o Develop specific test conditions and procedures to be used in testing the software, with the expected results of each fest
case being documented in fest scripts and/or test matrices.

@ Manage all software anomalies, from identification through resolution, through an automated problem-tracking system

@ Report on the testing performed and the results of testing at software deliverable milestones in the project’s lifecycle.

Scientific Games will maintain o controlled test environment with the Development and Test Teams working hand in hand fo
identify the date and time for specific builds and versions to introduce into the controlled test environment.

Scientific Games” QC and Testing staff will conduct a highly structured and comprehensive fest sweep through the new Texas
Lottery system. Tests will include hardware device installation, network construction, and software development, modification,
and maintenance to ensure the Texas system works properly. Testing activities and results will be documented in fest summary
reports that accompany all planned software releases.

For each new version installed and deployed to the fest environment, there will be a detailed set of release notes describing the
changes included since the lust version. The outcome of the fest process serves to verify and validate that the software is

production quality.

A more detailed description of Scientific Games’ Integration and testing process is included in Section 10.2.4.

10.2.2.2 ACCEPTANCE TESTING OVERVIEW (DRs 28, 29, 35 and 37)

Scientific Games understands and agrees that acceptance testing will begin no later than June 1, 2011. All software submitted to
the Texas Lottery for acceptance testing will be fully operational and ready for production use. No software will be released to
production until acceptance testing has been successfully completed and the Texas Lottery has approved the release.

To support accepfance fesfing, and in satisfaction of RFP Table 125, Detail Requirement No. 28, Scientific Games will have testing
site facilities

Scientific Games will provide dedicated support fo the Texas Lottery’s acceptance festing, remaining on-site during critical phases
of testing, as specifically identified during the business requirements definition phase and the user acceptance testing
development phase. Scientific Games will assign dedicated QC staff to assist, advise and consult on-site during the entire testing
period. The QC staff will be part of the same team that has already performed the internal verification and validation of the
requirements against the system software designated for . The QC staff will facilitate the user acceptance task by

DOCUMENT REDACTED BY TLC - 12-5-10
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executing the test system operation, answering end user functionality questions, documenting and tracking enhancement
requests, and coordinating possible problem resolution with the software development staff.

Scientific Games will provide all the necessary and required
computer hardware, communications hardware, software, test sales
terminals representing each planned retailer sales terminal type
with appropriate attachments. Six additional non-sales terminals,
installed and operational for integration, system and acceptance
testing prior fo the scheduled conversion will also be included.

To ensure thorough and accurate testing, it is paramount that all
aspects of the system are identical to those that will be part of the
final Texas Lottery production system. As such, Scientific Games will
also ensure that all security controls and encryption schemas remain
in effect during the testing process and that the system used for
acceptance testing has working interfaces identical to those found in
the production system. Scientific Games will document this upon

request of the Texas Lottery. This satisfies RFP Table 125, Detail Requirement Nes. 28, 35 and 37.

The back-up data center in
connections fo the
up data center and required

To ensure accurate acceptance

festing, the system will have

working interfaces identical to

those found in the production
system.

e

Information Redacted
§552.101/466.022/552.139

will be ready when acceptance festing is scheduled fo begin. At that time, the
will be functioning to confirm the integrity of the new lottery system. The back-
will complete successful acceptance testing before conversion, satisfying RFP Table

125, Detail Requirement No. 29. The date to starf acceptance testing will be no later than June 1, 2011.

Prior to Lottery acceptance fesfing the entire gaming infra-structure undergoes a detailed vetting process. A high level overview

of the tasks involved in this process are outlined below:

o Wagering and network system component check

> Systems ordered as proposed
o Wagering and network system configuration check

> Systems configured as required and proposed
@ System operating system, driver, and patch levels

> All systems at the proper release levels

o Primary data center deployment and configuration
> Primary/back-up systems mirror image

> Communications tests

> Failover tests

> Benchmarking tests

 BEEmE
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Information Redacted

o Back-up data center deployment and configuration
§552.101/466.022/552.139

» Primary/back-up systems mirror image
> Back-up systems mirror image of primary data center
> Communications tests
> Failover tests
> Benchmarking fests
o Inter-site Failover Testing
> Back haul performance monitoring and capacity fest
> Inter-site failover festing

> Benchmarking fests

The end result is that prior to handing the wagering system over to the Lottery to start their acceptance testing, the enfire
environment will have been completely audited and vetted for readiness.

A more defailed description of Scientific Games' acceptance festing support process is included below in Section 10.2.3.

10.2.3 ACCEPTANCE TESTING PROCESS

Response Requirement 3: The Proposer must provide ifs proposed acceptance festing process and provide ifs standard acceptance festing criteria.

Scientific Games’ proposed acceptance testing process and acceptance fesfing criteria is given below.

10.2.3.1 SYSTEM ACCEPTANCE TESTING

Scientific Games recognizes that thorough and efficient Lottery acceptance festing is absolutely crifical to ensuring a successful
conversion. Qur experience has shown us that the level of expertise and professionalism of our Testing Support Team direcily
correlates with the fimely completion of acceptance testing. Toward that end, our Acceptance Testing Support Team is fully
troined and follows NASPLs quality process.

During initial (pre-launch) in-state tesfing, the Lottery can be confident that all tasks will be performed correctly. As shown in
Figure 10.2-1, Scientific Games” testing process complies with NASPL best practices and includes the following scalable opfions.
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10.2.3.2 WAVE™ TERMINALS — LOTTERY ACCEPTANCE TESTING

Scientific Games will have a Quality Assurance Engineer located ot the Lottery’s facility throughout the acceptance fesfing process
to assist in:

o Testing the WAVE™ terminal

o Diagnosing and reporfing any defects fo the software engineering group
e Answering any questions regarding functionality

o Providing the management and logisfics of releasing updated applications

The Quality Assurance Engineer supporfing acceptance fesfing will be the same type of engineer that oversees the internal
quality testing phase of the project and will be on-site full-time during Lottery Acceptance Testing. This will allow us fo bring
confinuity to the testing cycle as the Quality Assurance Engineer will be extremely familiar with the functionality of the WAVET™
terminal and the Lottery’s specific requirements.
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Throughout the acceptance fesfing process, the Project Director will be on-site o assist in the management and communication of
testing. The Quality Assurance Engineer will have a direct reporting line fo the Project Director and the associated Software
Engineers o expedite defect resolution or get answers to technical issues. Our significant Lottery system installation and
conversion experience has shown that this organizational structure will provide the optimum support for the Lottery during the
project.

10.2.3.3 SCIENTIFIC GAMES’ ACCEPTANCE TESTING CRITERIA (DR 31) 'nformation Redacted
§552.101/466.022/552.139

In satisfaction of RFP Table 125, Detail Requirement No. 31, Scientific Games will work with the Texas Lottery fo develop and
agree upon detailed criteria fo be met prior fo being accepted and put into production.

Scientific Games supports formalization of the acceptance festing process. We understand that the Lottery will not start fesfing
until all test environment components meet Texas Lottery standards. Similarly, testing will not be successfully completed uniil all
test plan line items have been executed and verified to have been completed in accordance with test plan specifications.

Confidentiality Claimed
Not released
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Confidentiality Claimed
Not released
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Confidentiality Claimed
Not released
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Scientific Games understands that we are ultimately responsible for the system's quality and that of the software releases as
well. Our responsihility for continued quality and effectiveness of the software continues after the Texas Lottery approves the
system based on the Acceptance Test resulfs.

10.2.3.4 CONDITIONS FOR PASSING ACCEPTANCE TEST (DR 32)

In satisfaction of RFP Table 125, Detail Requirement No. 32, Scientific Games understands that the Texas Lottery will take a
comprehensive approach fo acceptance festing and that we will joinly develop and agree upon the detailed criteria to be met
prior 1o the System heing accepted and put into production. In order to pass the test, we understand that:

e All hardware and software items must be installed and configured to operate in the Texas Lottery’s environment and in
accordance with the Texas Lottery’s standards.

o All components of the System have been tested and all significant issues identified during testing are resolved by
Scientific Games and validated by the Texas Lottery.

Qur proposed joint Acceptance Test Readiness Review will ensure that the system is acceptable and compliant to requirements.
Scientific Games will ensure that all testing processes are complete before acceptance testing begins.

10.2.3.5 RELEASE AND CONFIGURATION CONTROL (DR 30)

In satisfaction of RFP Table 125, Detail Requirement No. 30, each release of the software for testing by the Texas Lottery will be
accompanied by release notes. The release notes will evidence good configurafion management practices, namely each release
will be identified by a version number and the changes must be succinctly defined. We understand that this requirement will
extend throughout the Contract and not just the conversion period. Scientific Games' release and configuration control process
vill ensure that all system components used for acceptance testing are identical to those fo be delivered as the Texas Lottery
gaming system.

Confidentiality Claimed
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10.2.3.6 SYSTEM SECURITY DURING TESTING (DR 36)

Information Redacted
10.2.3.7 ON-SITE SUPPORT DURING ACCEPTANCE TESTING (DR 34) ~ ° - 101/466.022/552.139

To support acceptance testing, Scientific Games will have testing site facilities in
and will also provide the ability for the Texas Lottery fo est We will

provide dedicated resources on-site for the duration of the testing on a full-time basis (i.e. 40+ hours a week). The Project

Director, the Senior Project Manager, and key experienced Transifion Team staff, capable of modifying the gaming system, will

be on-site.

10.2.4 INTEGRATION AND TEST PLAN

Response Requirement 4: The Proposer must provide ifs proposed infegration and fest Plan.

There are a significant amount of artifacts that must be produced before commencing the acceptance testing process. These will
establish our blue print for successfully meeting our goal of accepting the system in a timely and efficient manner.

Confidentiality Claimed
Not released
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10.2.5 LOTTERY GAMING SYSTEM BACK-UP AND RECOVERY

Response Requirement 5: The Proposer must describe its Lottery Gaming System backup, recovery, failover process and fest plan.

Scientific Games’ Lottery gaming system back-up recovery, failover process, and test plan are described in the following
subsections.
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10.2.5.1 SYSTEM BACK-UP, FAILOVER, AND RECOVERY (DR 38) Information Redacted

§552.101/466.022/552.139
A back-up data center system will be enabled to assume full operation of the Lottery

environment in the event of a system failure af the primary site. Having the remote back-up
configuration vill guarantee geographic diversity and
provides significant protection against simultaneous loss to the same natural disaster. Remote
back-up site configuration is a standard component of Scientific Games' system configurations,
currently implemented in 13 domestic lottery jurisdictions where we have an upfime rate that
exceeds lottery jurisdiction requirements.

EACEEVS

Data transferred to and recorded at the back-up site will always contain the most recent transactions, thereby allowing a
takeover since the back-up system is identical to the primary site system and capable of performing all online gaming functions.
The remote system operates as a hot back-up, tis
standard operating procedure for Scientific Games” back-up facilities to accomplish takeover and recovery

without losing previously recorded transactions and with minimal disruption to retailer terminals.

LOAD BALANCING CONSISTENTLY VALIDATES BACK-UP SYSTEM READINESS

Scientific Games employs a load balancing strategy of the refailer network between the primary data center and back-up data
center. Half of the refailer network connects to the Communication Front End Servers (CFEs) at the primary site and the other
half at the remate back-up site. By employing this load balancing methodology, we ensure that Retailer Communications to the

remote back-up site are in a constant state of readiness. Redundancy features designed intc enable failover fo the
remote site without human intervention; however, the operations staff will know in real-fime the status of the back-up site
system.

BUSINESS CONTINUITY AND INFRASTRUCTURE PROTECTION

Scientific Games will provide and annually update a Business Continuity and Disaster Recovery and Plan for the computer
centers and administrative facilities sites used in this contract. The plan will take into account disasters caused by weather, water,
fire, environmental spills and accidents, malicious destruction, acts of terrorism, and contingencies such as strikes, and
epidemics.

Scientific Games will also put in place a Corporate Infrastructure Protection Plan. This precautionary plan ensures that we always
have the capabilities necessary fo support the Lottery. If serves as a guide fo all local site personnel as well as our corporate
support staff in the event of a disaster affecting the corporate infrastructure. Included in this plan are the equipment lists and

|3
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serial numbers, support schedules, contracts, warranties and emergency contact information for all back-up entities, along with
the function they provide during an emergency event.

Additionally, corporate escalation procedures are provided should it be necessary to expedite resolution of a situation beyond
the normally established emergency procedures. Please see Section 6.7 for more details.

Confidentiality Claimed
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10.3 IMPLEMENTATION AND MIGRATION

RFP Requirement: Implementation and migration services are the activities associated with the installation of new Lotfery Gaming System components
(e.g., hardware, software, Terminals and network components). The following table identifies the implementation and migration requiremens.

Scientific Games considers this RFP requirement fo be informational, therefore no response is required.

Table 127, Implementation and Migration Requirements
SUCCESSFUL
ROLES AND RESPONSIBILITIES TLC
PROPOSER
1. Provides implementation requirements and migration plan and install schedule for X
all sysiem components and Terminals
2. Reviews and approves implementation and migration plan and schedules X
3. Develops, documents and maintains implementation and migration procedures that X
meet Texas Lottery-approved requirements and adhere to Texas Lottery-approved
defined policies
4. (oordinates and reviews all implementation and migration plans and schedules with X
the Texas Lottery in advance, in accordance with change management process and
procedures
5. Condudts pre-installation Retailer site surveys, as required X
6. Participates in pre-installation Retailer site surveys, as desired X
7. Installs enhancements fo technical architecture or services provided as needed based X
on surveys
8. Installs new or enhanced Lottery Gaming System components (e.g., hardware, X
software, middleware, utilities, networks, peripherals, Terminals, configurations,
efc.) as necessary fo meet service requirements
9. Coordinates implementation and migrafion support activities with the Texas Lottery X
and the Successful Proposer call center
10. Performs data migration and conversion by electronic or manual methods os part of X
implementation and migration plan
11. Provides the Texas Lottery and Retailers with training related to the implementation X
of new Lottery Produdis, services and equipment

DOCUMENT REDACTED BY TLC - 12-5-10
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RESPONSE
SECTION(S)

12. The Successful Proposer shall provide a mechanism by which the Texas Lottery and/or an 10.3.2.2
independent vendor may verify that the software provided by the Successful Proposer and tested
and accepted by the Texas Lottery is the same software moved into production, and that no other
software is moved into production without the Texas Lottery’s express prior written approval.

DETAIL REQUIREMENTS

13. The Successful Proposer shall develop and maintain an installation tracking system and provide 10.3.2.3
reports as required by the Texas Lottery. The installation fracking system must confirm the
completion of training, Terminal(s) installation and operational status.

14. The Successful Proposer must select (subject to Texas Lottery prior approval) and use an 10.3.2.4
independent certified public accountant with systems experience fo design and approve the
accounting reports provided by the Successful Propaser’s System. The Successful Proposer must
ensure the firm’s services are available at all times during the implementation of the Successful
Proposer’s System and for a period of six (6) months thereafter. Throughout the Contract, the
Successful Proposer must make available, on an as-needed basis or s otherwise requested by the
Texas Lottery, equivalent accounting and systems expertise to assist with corrections and
extensions fo the body of system reports.

Table 128. Implementation and Migration Response Reguirements

RESPONSE REQUIREMENT _
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide a description of its proposed implementation and migration strategy and processes.

RESPONSE TO TABLE 128: INPLEMENTATION AND MIGRATION RESPONSE REQUIREMENTS

10.3.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirements 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply, and often exceed, detail requirements
indicated in RFP Section 10.3.
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10.3.2 INPLEMENTATION AND MIGRATION STRATEGY AND PROCESSES

Response Requirements 2: The Proposer must provide a descripiion of ifs proposed implementation and migration strategy and processes.

As described in our Conversion Plan and Process, Scientific Games will cooperate with the Texas Lottery’s current Lottery operator
in order o seamlessly transition all services to Scientific Games’ central systems, IP based communications network, and WAVE™:
terminals utilizing our proven Two Phase Migration approach. The conversion will be completed successfully no later than August
31, 2011.

Section 10.1 provided a description of the Two Phase Migration approach in which Scientific Games is able fo run our POS
devices on the current vendor’s gaming system before our system is put in place and is operational. We also provided a
summary of relevant Scientific Games conversion successes domestically and internationally. Our ability to make our Two Phase
Migration approach work is based on our heritage. First, Scientific Games has converted and migrated more competitor legacy
lottery systems than any other lottery vendor in the indusiry. Second, we have deliberately chosen to pursue o development
path of open systems architectures in order to take full advantage of new technologies, whether they are commercially available
now or are likely to be in the future. Our open systems architecture approach benefits the Texas Lottery not only during the
conversion from the current providers system but also by providing significant flexibility from which the Texas Lottery can
benefit throughout the life of the contract.

10.3.2.1 MIGRATION PLANS AND PROCEDURES

Scientific Games’ Project Director, Senior Project Manager, and the entire Transition Team will work closely to develop migration
requirements and a detailed plan to implement our proposed Two Phase Migration approach. We understand that our plan and
procedures must be first evaluated and approved by the Texas Lottery prior to the plan’s execution. The entire conversion
process will be managed using industry leading communications, configuration control, and change management processes and
procedures. The conversion will be a very struciured but open process where we will work hand in hand with our partners— the
Texas Lottery and the retailers—to effect a highly successful conversion outcome for all stakeholders.

10.3.2.2 RELEASE MANAGEMENT (DR 12)

Release management is also a detailed requirement of RFP Section 10.2 (Integration and Testing), therefore, we have included
a description of our process in Section 10.2.3.5.

Confidentiality Claimed
Not released
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Our process mandates that each release of the software is accompanied by release notes and ensures that all system components

used for acceptance testing are identical to those o be delivered as the Texas Lottery gaming system. This process provides end-
to-end tracking and auditing trails of changes to ensure that the proper version is fested and released and that only authorized

modifications are installed in o produciion

Confidentiality Claimed
Not released
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Confidentiality Claimed
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Information Redacted

10.3.2.4 CERTIFIED PUBLIC ACCOUNTANT (DR 14) §552.101/466.022/552.139

Subject o Texas Lottery prior approval, Scientific Games will select an independent certified public accountant with systems
experience to design and approve the accounting reports provided by F. Scientific Games will ensure the firm’s services
are available af all times during the implementation of and for a period of six months thereafter.

Throughout the contract, the Scientific Games will make available, on an as-needed basis or as otherwise requested by the Texas
Lottery, equivalent accounting and systems expertise fo assist with corrections and extensions to the body of system reports. This
safisfies RFP Table 127, Detail Requirement No. 14.
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10.4 CONVERSION PLAN GENERAL REQUIREMENTS

RFP Requirement: The Texas Loftery wanis fo minimize conversion risks and maintain good Retailer relations throughout the conversion process. Ail
existing terminals and related System sales equipment will be removed by the current Lottery Operator within fourteen (14) Days of the Conversion
completion date, unless otherwise directed by the Texas Lotfery.

Scientific Games considers this RFP requirement to be informational, therefore no response is required.
lable 129. Conversion Plan Genera! Requirements

SUCCESSFUL

PROPOSER 1€

ROLES AND RESPONSIBILITIES

1. Jointly develop Conversion Plan responsibilities ““

RESPONSE
DETAIL REQUIREMENTS SECTION(S)

2. The Successful Proposer must minimize conversion risks and maintain good Retailer relations 10425
throughout the conversion process.

3. The Successtul Proposer must submit a detailed Conversion Plan and schedule for all Retailers, 10.4.2
including but not limited to, Retailer Sales Terminals and related System sales equipment. The
Successful Proposer must submit the plan to the Texas Lottery for prior approval within the
timeframe specified by the Service Level Requirements. At a minimum, and in addition to the
Retailer requirements above, the Conversion Plan must include, but not be limited to, staffing,
failover procedures, acceptance tesfing and a security plan. The final Conversion Plan must be
approved by the Texas Lottery. All changes to the plan must be approved by the Texas Lottery
prior to implementation.

4. The Successful Proposer shall provide the Texas Lottery with the project management software to 10.4.2
be used by the Successful Proposer to enable the Texas Lottery to monitor and maintain project
management schedules.

5. The Successful Proposer must convert a minimum of thirty-six (36) months of pre-existing sales 10.4.2.3

and operating data, including the data from the current Lottery Operator, so the Texas Lottery
and the Retailers will see a continuity of data in displays and reports from before, during, and
after the start-up day. A conversion process for historical Texas Lottery data (older than thirty-six
[361 months) must be developed by the Successful Proposer in conjunction with the Texas Lottery.

RESPONSE
INTERIM FACILITIES AND PROCESSES SECTION(S)

6.  If the conversion involves interim configurations, facilities, staffing, or business procedures, the 10.4.2.2
Successful Proposer must explicitly describe them in the Conversion Plan and place their
development and use within the Conversion Plan schedule.

DOCUMENT REDACTED BY TLC - 12-5-10
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RESPONSE
'INTERIM FACILITIES AND PROCESSES SECTION(S)

7. (Costs associated with interim facilities are wholly the Successful Proposer’s obligation. 10.4.2.2

RESPONSE
LOTTERY STAFF TRAINING SECTION(S)

8. Texas Lottery staff must be fully trained by the Successful Proposer on the various Lottery
Gaming System applications and Retailer Sales Terminals prior o conversion. At @ minimum,
training must consist of new System training, and conversion training.

RESPONSE
SECTION(S)

9. The Successful Proposer must provide a project team structure and management process which 10.4.2
facilitates Texas Lottery oversight of the conversion. Regular project status meefings,
walkthroughs, and reporting are required.

PROJECT REPORTING AND MONITORING

10. The Successful Proposer must provide a dedicated on-site Conversion plan manager for the 104.2
duration of the implementation and conversion fo the new Sysiem.

11. The Successful Proposer must provide access to project records to enable Texas Loitery staff to 10442
monitor project management tasks, schedules, and issues. This requirement begins with Contract
execution and continues throughout the Contract.

VALIDATION AFTER CONVERSION RESPONSE

SECTION(S)

12. The Successful Proposer must accommodate and provide validation of winning fickets that have 10.4.2.4
been sold prior to the conversion, either by reading the bar code or by accepting manual entry of
the “old” winning ficket's serial number info the new system. The goal, during conversion and
after, is to minimize confusion and effort for the ployers and Refailers.

RESPONSE
PROCESS DOCUMENTATION SECTION(S)
13. The Successful Proposer must provide the following process guides for Texas Lottery review and 10.4.4.10
approval:

a. Change management;
b. Release management;

¢. Performance management;

d. Service Level Monitoring and Reporting; and

e. Texas Lottery security requirements as defined in this RFP and the Contract.
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RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer must provide a proposed high-level Conversion Plan that would be appropriate for the size and complexity
of the Texas Lottery’s needs os described in this RFP. The Conversion Plan must include an information sharing and
communication plan and expected participation from the Texas Lottery and the level and duration of involvement from
the current vendor.

3. The Proposer must describe the siructure and content of ifs process documentation and explain how the documentation
will be customized to fit Texas Lottery needs.

4. The Proposer must describe the project management methodology that will be employed during the transition, which will
address the following at @ minimum;

0. Project Management;

b. Business Change Management;

€. Issue Management;

d. Communication Strategy

e. Knowledge Transfer;

f.  Relationship Management;

g. Risk Management and Mitigation; and

h. Transition Reporting (Type and Frequency).

5. The Proposer shall provide a detailed initial distribution plan for Instant Tickets, On-Line Ticket stock, Retailer Sales
Terminals and associated System sales equipment, Point-of-Sale materials, On-Line play slips, promotional merchandise,
playstations, signage and other materials, as required. Quality control procedures should be induded in this plan.

RESPONSE TO TABLE 130: CONVERSION PLAN GENERAL REQUIREMENTS RESPONSE
REQUIREMENTS

10.4.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities ond detail requirements indicated in this section.

Scientific Games acknowledges and accepis the roles and responsibilities, and will comply, and often exceed, detail requirements
for RFP Section 10.4.

DOCUMENT REDACTED BY TLC - 12-5-10

DUN 249 16 GARY IYC A0 9010 TEVAC IDTTIDY rvdiiccin
RFPNO.342-10-G001 @ JUME 30, 2010 @ TEXAS LOTTERY COMMISSION




SCIENTIFIC G

~ PART 10: CONVERSION

10.4.2 CONVERSION PLAN (DRs 3, 4, 9, and 10)

Response Requirement 2: The Proposer must provide o proposed high-level Conversion Plan that would be appropriate for the size and complexity of
the Texas Lottery’s needs as described in this RFP. The Conversion Plon must include an information sharing and communication plon end expected
participation from the Texas Lottery and the level and duration of involvement from the current vendor.

After contract award, Scientific Games will submit a detailed conversion plan and schedule to the Texas Lottery for approval. We
understand that all subsequent changes fo the plan must be approved by the Texas Lottery. Scientific Games will provide the
Texas Lottery with the project management software used by Scientific Games to enable the Texas Lotiery to monitor and
maintain project management schedules, thereby satisfying RFP Table 129, Detail Requirement No. 4.

Scientific Games has provided a proposed high-level conversion plan in the form of a Gantt chart that is appropriate for the size
and complexity of the Texas Lottery’s conversion requirements as described in the RFP. The Gantt chart includes an information
sharing and communication plan. It also details the desired/expected parficipation from the Texas Lottery and the level and
duration of involvement from the current vendor. The Ganit chart also identifies the major milestones to be accomplished for the
conversion that includes, but may not be limited fo: business requirements definifion, consiruction, equipment delivery, software
programming, installation, festing, and file migration.

The Gantt chart can be found in the Supplemental Documentation section at the end of Part 10, thereby satisfying RFP Table
129, Detail Requirement No. 3.

In order fo facilitate Texas Lottery oversight of the conversion, Scientific Games will provide a project team structure and
management process that includes regular project staius meetings, walkihroughs, and reporfing. Please see Section 10.1.3,
and 10.1.4 for defails.

Confidentiality Claimed
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10.4.2.2 INTERIM FACILITIES AND PROCESSES (DRs 6, 7 and 8)

Confidentiality Claimed
Not released

10.4.2.3 CONVERTING PRE-EXISTING SALES AND OPERATING DATA (DR 5)

Scientific Games will meet the requirement to convert a minimum of 36 months of pre-existing
sales and operating data, including the data from the current Lottery operator, so that the Texas
Lottery and the retailers will see a continuity of data in displays and reports from before, during,
and after the conversion and new system start-up. Additionally, we will also work with the Texas

Lottery to develop a conversion process for historical Texas Lottery data that s older than 36 EACEEDS
months. This satisfies and exceeds RFP Table 129, Detail Requirement No. 5.
Confidentiality Claimed
Not released
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Confidentiality Claimed
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10.4.2.4 VALIDATION AFTER CONVERSION (DR 12)

Satisfying RFP Table 129, Detail Requirement No. 12, the new Lotiery sysiem, in concert with the new refailer ferminals, will
accommodate validation of winning fickets sold prior to launch. These validation processes will support hoth bar code and
manual input of ficket data. We will migrate data contained in the current instant ticket validation file to the

support ficket validation after launch. (idoemation Rndudad
§552.101/466.022/552.139
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TIMELY TRAINING PROMOTES LEARNING RETENTION

Prior to terminal installations, each trainer will:

o Deliver a comprehensive Texas Lotiery-approved message about the many benefits of the conversion project
o Fully train retailers on the new lottery system technology
o Outline what will happen on installation and training days
o Explain the value of sending other clerks to training classes
The Scientific Games training group will also work closely with key accounts. We know that some accounts will wani fo deliver

their own training classes to employees—and this is addressed in our training program. Additionally, we will solve the difficulty
of scheduling training for store employees by offering closses with various start times throughout the day.

In satisfaction of RFP Table 8, Detail Requirement No. 8, the Texas Lottery staff will be fully trained on the various lottery
gaming system applications and retailer sales terminals prior to conversion. At a minimum, fraining will consist of new system
training and conversion training. Details related fo training are in Section 6.8.

HOTLINE RESPONSE CENTER FOSTERS POSITIVE RETAILER RELATIONSHIPS

During the conversion, the Texas Regional Call Center (TRCC) will minimize conversion risk, overcome any limitafions, and will
be completely focused on maintaining positive retailer relationships. When conversion activities begin, key Scientific Games
employees will be actively involved in staffing the TRCC and, over fime, their responsibilities will expand to support additional
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projeci-relaed functions and events. They will also act as an interface between in-state teams, our NRO, and the refailer
population. Details related to the TRCC can be found in Section 7.13.

10.4.3 PROCESS DOCUMENTATION

Response Requirement 3: The Proposer must describe the structure and content of ifs process documentafion and explain how the documentation will
be customized fo fit Texas Lottery needs.

Scientific Games is a firm believer in standards-based process documentation and has achieved
NASPL certification in two specific areas related fo ongoing improvements of software
development and quality as listed below.

o NSI QA Development Pracess 1.0
@ NSI QA Requirements Definition for Vendors 1.0
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10.4.4 PROJECT MANAGEMENT METHODOLOGY (DR 13)

Response Requirement 4: The Proposer must describe the project management methodology ihat will be employed during the fransition, which will
address the following at @ minimum:

a) Project Management;

b} Business Change Management;

¢) Issue Management:

d) Communication Strategy

¢) Knowledge Transfer:

f) Relationship Management:

g) Risk Management and Mitigation; and

h) Transition Reporting (Type and Frequency).
i BN e A A BRI e i N T A P L I | DR A e e A S Y K e e TR e

In order to avoid repefition, please ses Section 10.1.4 for information related to the proposed team structure, including
organization charis.

Previously in Section 10.1.3, we provided an overview of our Project Management Process, as required by the RFP. In this
section, we provide a more detailed description of our methodology. Scientific Games’ disciplined approach to project planning
formalizes the management disciplines that are the integral components of sound project management. This industry proven
and open process will facilitate Texas Lottery oversight of the conversion. Regular project status meefings, walk-throughs, and
reporting will all be part of this process.
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10.4-19

Please note that Scientific Games' approach exceeds Response Requirement No. 4 for RFP
Section 10.4. Not only are all eight of the listed items (a-h) addressed, our Project Management
Process includes several additional components. Figure 10.4-5 clearly identifies items o-h in the
RFP Required Topic column while the second column indicates where each item is addressed in
our formal project management approach.
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10.4.4.6 QUALITY MANAGEMENT

Quality management involves defining quality goals for the software and hardware producis, establishing plans fo achieve these
goals, and monitoring and adjusting the software plans, software work produdts, activities, and quality goals to satisfy the needs
and desires of the customer and end user.

The purpose of Scientific Games' software quality management activities are o develop a quantitative understanding of the
quality of our lottery projec’s software products and achieve specific quality goals, which are necessary to deliver a quality
solution to the Texas Lottery and the Account Team.

Internal and Acceptance Testing — Scientific Games will apply o repeatable, deterministic, traceable, controlled, and
documented test methodology in order to perform a full range of internal software quality control testing prior fo customer
acceptance fesfing by Texas Lottery. Scientific Games' infernal testing program will

o Verify the compliance of the Texas information system to the SRS

o Develop specific test conditions and procedures to be used in festing the softwars, with the expected results of each test
case being documented in test scripts and/or fest matrices

e Manage oll software anomalies, from identification through resolution, through an automated problem-tracking system

o Report on the testing performed and the results of festing af software deliverable milestones in the project’s lifecycle.

We have previously provided a detailed description of our internal and user acceptance festing processes in Section 10.2,
therefore that detail is not repeated here.
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Information Redacted

10.4.4.8 KNOWLEDGE MANAGEMENT AND TRANSEER BRI IRGSAN

Scientific Games uses three key components to manage and maintain knowledge data. Our project

t maintain all arfifacts and experiences relating to the project, terminal services, and
software defects and enhancements. These are used at the project inception through contract term. This insures a rich and ever
growing repository of knowledge specific fo the Texas Lottery.

Additionally, os described earlier, we use our Unified Approach Program to integrate the operations staff into the project early to
get a solid knowledge base of all the activities, decisions and deliverables that ore involved in the project to compleion.
Transitioning out of project mode into operational mode is handled through our 30-60-90 Day Transition Program in which the
project team is fully engaged with the Account Team for the first 30 days of operation. At this milestone an assessment is done to
determine the remedial steps that need to be taken o address any operational or Lottery concerns. If the staius is favorable, the
project will begin to disengage from the operational support activities; if it is determined that further focused engagement is
required, the project Transition Team will remain engaged. The process is repeated again at the 60 day mark with the addition of
the post project review. From the 60 to 90 day time period, the project Transition Team focuses on the final transition from
project mode to fully operational mode and provides the project turnover documentation to our on-site Account Team.

Confidentiality Claimed
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10.4.4.10 PROCESS DOCUMENTATION (DR 13

Scientific Games will provide the following process guides for Texas Lottery review and approval:

a. Change management

b. Release management

¢. Performance management

d. Service Level Monitoring and Reporting

e. Texas Lottery security requirements os defined in the RFP and the Contract

This safisfies RFP Table 129, Detail Requirement No. 13.

10.4.5 INITIAL DISTRIBUTION PLAN

Response Requirement 5: The Proposer shall provide a detailed initial distribution plan for Instant Tickets, On-Line Tickef stock, Retailer Sales
Terminals and associated System soles equipment, Point-of-Sole materials, On-Line play slips, promotional merchandise, playstations, signage and other
materials, as required. Quality control procedures should be included in this plan.
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HOW DOES THIS BENEFIT THE LOTTERY?

Scientific Games' risk management strategies, conversion plan detail, project management methodologies, and advanced
tracking and reporting technology will give the Lottery the fools it needs for o smooth and painless transition. Qur proven, two-
phase conversion and migration process will give your retailers an almost seamless transition from the Legacy system to our
and WAVE™ terminals. Our unique Uniformed Approach Program combined with our 30-60-90 day Transition
Program will give our TLC Account Team, the TLC project Transition Team, and the lottery the knowledge transfer and support

they need going forward after the transition.
Information Redacted
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10.5 CONVERSION MILESTONES

RFP Requirement: The following are the criticol milestone requirements that must be included in the Conversion Plan. It is expecied that the Conversion
Plan tasks will be ot o greater level of detail than thase listed in the following table.

Scientific Games considers this RFP requirement to be informational, therefore no response is necessary.

Table 131. Conversion Milestones
. ' MILESTONE CALENDAR DAYS FROM
S TONE DECRIETION DATE  AWARD ANNOUNCEMENT
1. Identify and make available to the Texas Lottery on 15 November 2010 22
TLC's premises the Conversion Project Manager (Project
Kickoff Meeting)
2. (Creation and delivery of detailed Conversion Plan 4 November 2010 42
3. Lottery Gaming System software available for TLC User 26 May 2011 245
Acceptance Testing (UAT)
4. Successful UAT Testing and System Acceptance Signoffby | 16 August 2011 327
the Texas Lottery
5. System fully operational with Retailers’ selling Lottery | 1 September 2011 343
Products
Toble 132. Conversion Milestones Response Requirements
RESPONSE REQUIREMENTS

1. The Proposer must provide a Conversion Plan and time chart (Gantt, PERT, or similar format) idenfifying the major
milestones fo be accomplished for the construction, equipment delivery, sofiware programming, installation, testing, user
iraining, dafa conversion, and documentation of the proposed System. The Proposer must also provide the dates
(expressed as the number of Days from Contract Award) for the described milestones in the Conversion Milestone table
above (Table 131) as part of the Proposal. The detailed Conversion Plan must include acceptance testing and security
plan milestones.
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RESPONSE TO TABLE 132: CONVERSION MILESTONES RESPONSE REQUIREMENTS

10.5.1 CONVERSION PLAN AND TIME CHART

Response Requirement 1: The Proposer must provide o Conversion Plan and time chari (Ganti, PERT, or similar format) identifying the major
milestones fo be occomplished for the construction, equipment delivery, software programming, installafion, testing, user iraining, data conversion, and
documentation of the proposed System. The Proposer musi also provide the dates (expressed os the number of Days from Contract Award) for the
destribed milestones in the Conversion Milestone table obove (Table 131) as part of the Proposal. The detailed Conversion Plan must include acceptance

festing and security plon milestones.

As described in Section 10.4, Scientific Games provides a proposed high-level conversion plan and schedule in the form of o

Ganit chart at the end of Part 10.

Our conversion plan includes working closely with the incumbent vendor for establishing terminal connectivity, verification of

accuracy of data received during conversion, and data conversion processing activifies.

Our project responsibilities and deliverables will depend primarily upon our data, our people, our technology suppliers, and our
schedules, and establishing a professional relationship with the incumbent vendor o ensure a successful system conversion.

A summary view of the Gantt chart is presented in Figure 10.5-1.
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10.6 END OF THE CONTRACT CONVERSION PLAN

RFP Requirement: The Texos Lottery requires that ihe Successful Proposer shall fully cooperate with any replacement provider and the Texas Lottery
and assist with planning for the End of Contract Conversion Period. This is fo ensure a complete knowledge transfer fo the Texas Lottery and any
designated entity for Texas Lottery-specific functions, information, processes, and procedures.

The Successful Proposer shall be responsible for managing the implementation of the End of Contract Conversion Plan while the Texas Lotiery and/or any
designated entity such as o replacement provider will be responsible for managing the implementation of the Business Cutover Plan fo new services. The
Business (utover Pian will oddress unique or different aspects of the replacement solution. The Successful Proposer shall provide input relating to the
goods and services provided by the Successful Proposer under the Coniract and regarding oll activities required of the Successful Proposer during
conversion. This includes implementing the overall transition plan fo move the services o the Texas Lottery and/or the replacement provider (the
“Business Cutover Plan”).

The Successful Praposer, the Texas Lotiery and any replacement provider will manage performance of their respective responsibilities in a cooperaiive and
coordinated fashion. The parties will communicate through scheduled meefings and other communications as may be appropriate. The parties must
communicate with each other regarding any circumstances that come fo one of the parties’ attention that may impact the performance of either of the
other pariylies)’s responsibilities during any point in the conversion. The following table idenfifies the roles and responsibilities that the Successful
Proposer and the Texas Lotiery will perform.

Scientific Games will be responsible for managing the implementation of the end of contract conversion plan while the Texas
Lottery and/or any designated entity, such as a replacement provider, will be responsible for managing the implementation of
the business cutover plan to new services.

Starting approximately nine months before end of contract, Scientific Games will work with the Texas Lottery and/or any
designated enfity to formalize the dependencies between the end of contract conversion plan and the business cutover plan,
subject o entering appropriate non-disclosure commitments to protect cash vendor’s and the Texas Lottery’s proprietary and
confidential information. The end of contract conversion plan should be complete and finalized no later than six months before
the end of the contract. This plan should address:
o Transifion Categories

> Operational Support Staffing

> Central Systems

> Communications Network

> Software

» Field Service Staffing

> Facilifies

> Cooperafive Services

> Data Transfer

> Licensing Agreements

> Transition Management
o Dependencies to the Business Cutover Plan

[t L 11}
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o Major Milestones
o Staffing Requirements to Formalize and Manage the End of Contract Conversion Plan

Table 133. End of Contract Conversion Plan Requirements
SUCCESSFUL
ROLES AND RESPONSIBILITIES TLC
PROPOSER
1. Schedules meetings to begin planning for the transifion of the services to the Texas X
Lottery or the replacement provider, as applicable
2. Develops End of Contract Conversion Plan, in participation with the replacement X
provider, that will detail activities that are required of the Successful Proposer to support
execution of a smooth fransition
3. Acknowledges and agrees that in addition to the activities included in the End of Contract X
Conversion Plan, the Successful Proposer must also participate as reasonably requested
by the Texas Lottery in the following transition sub-plans as appropriate:
0. Communications plan;
b. Human capital management (HCM) plan;
¢.  Business cutover;
d. Relationship management;
e. (Contract monagement;
f.  Asset management;
g. Financial management; and
h. Security management
4. Participates in detailed planning activities induding developing a timetable with X
milestones and a process with critical controls for the transfer of the provision of the
goods and services provided under the Contract from the Successful Proposer to the
replacement provider or back fo the Texas Lottery in coordination with the Business
Cutover Plan
5. Documents the management structure to be employed by the Successful Proposer in the X
execution of the End of Contract Conversion Plan
6. Within ten (10) Working Days of commencement of the End of Contract Transfer Period, X
provides details of the Successful Proposer’s personnel and other resources that will
provide End of Contract Conversion services, including a list of the Successful Proposer’s
subject matter experts and other personnel who will be engaged
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SUCCESSFUL

DETAILED REQUIREMENTS

12,

The Successful Proposer must provide a detailed End of Contract Conversion Plan. Any and all
System changes during the term of the Contract must be reflected in an updated End of Contract
Conversion Plan. At a minimum, the End of Contract Conversion Plan must address:

0. Contract assignment to either the Texas Lottery or the replacement provider;

b.  Asset purchose assignment fo either the Texas Lottery or the replacement provider;
t. Inventory assignment fo either the Texas Lottery or the replacement provider;

d. License assignment to either the Texas Lottery or the replacement provider;

e. Network and system diagrams; and

f. Materials pertaining to the Successful Proposer’s System (including but not limited to:
memoranda, notes, records, drawings, manuals, computer software).

”ROlES. AND RESPONSIBII.ITIES PROPOSER

7. Works with the Texas Lotiery to define the scope and extent of the Successful Proposer's X
obligations to the relevant hand-over adfivities and the resource profile

8. Provides a list of the Texas Lotiery’s and/or the replacement provider’s obligations that X
are necessary for the proper and timely execution of the End of Contract Conversion
Plan

9. Identifies the End of Contract Conversion information including documents that are to be X
delivered by the Successful Proposer to the Texas Lotiery during the hand-over process

10. Reviews and approves the list of End of Contract Conversion information fo be delivered X
during the hand-over process

11. Provides copies of process and procedure manuals fo the Texas Lottery no later than ten X
(10) Days after commencement of the End of Contract Transfer Period

RESPONSE
REQUIREMENT

10.6.2

13.

The Successful Proposer shall promptly remove all Successful Proposer equipment and materials
from each Refailer location and from Lottery property after final conversion fo the replacement
provider, within a reasonable period s set by the Texas Lottery. Equipment and materials not
removed promptly by the Successful Proposer shall be considered abandoned and may be
disposed of at the Texas Lottery’s sole discretion. All costs will be deducied from any amounts
owed to the Successful Proposer and if no payments are due, then billed back (charged) to the
Successful Proposer.

10.6.2

]
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Table 134. End of Contract Conversion Plan Response Requirements

RESPONSE REQUIREMENT
1. The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this
section.

2. The Proposer shall describe the following processes and factors related to End of Contract Conversion with the Texas
Lottery:
a. People Processes:
1. Knowledge transfer to the Texas Lottery or replacement provider
b. Management Processes:
1. Issue Management
2. Risk Management and Mifigation
3. Exit Reporting (Type and Frequency)
¢. Technology
1. Handover Procedures
2. Tools, Software, Network Connections and Data Transfer
d. License Transfer (Indicate Where This Would Be Required)

RESPONSE TO TABLE 134: END OF CONTRACT PLAN RESPONSE REQUIREMENTS

10.6.1 ACKNOWLEDGEMENT OF ROLES AND RESPONSIBILITIES AND DETAIL REQUIREMENTS

Response Requirement 1: The Proposer must acknowledge and accept the roles and responsibilities and detail requirements indicated in this section.

Scientific Games acknowledges and accepts the roles and responsibilities, and will comply, and often exceed, the detail
requirements indicated in RFP Section 10.6.
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10.6.2 PROCESS AND FACTORS RELATED TO END OF CONTRACT CONVERSION (DRs 12 and
13)

Response Requirement 2: The Proposer shall describe the following processes and factors related to End of Contract Conversion with the Texas Lottery:
a) People Processes:
1. Knowledge transfer to the Texas Lottery or replacement provider
b) Management Processes:
1. Issue Management
2. Risk Management and Mitigation
3. Exit Reporting (Type and Frequency)
o) Technology
I. Handover Procedures
2. Toaks, Software, Network Connections and Data Transfer

d} License Transfer (Indicats Where This Would Bs Required)
o i e e i i A S e A L N e i e S e e o e e e i

Scientific Games will cooperate professionally and in good faith in such conversion, which may or may not involve other
contractors. As required in RFP Section 10.6, Scientific Games will provide o detailed end of contract conversion plan, thereby
satisfying RFP Table 133, Detail Requirement No. 12.

At a minimum, the end of contract conversion plan will address:

o (ontract assignment to either the Texas Lottery or the replacement provider

o Asset purchase assignment to either the Texas Lottery or the replacement provider

o Inventory assignment to either the Texas Lottery or the replacement provider

o Third party license assignment to either the Texas Lottery or the replacement provider
@ Network and system diagrams

o Materials pertaining fo the successful propeser’s system (including but not limited to: memoranda, notes, records,
drawings, manuals, computer software)

Scientific Games will promptly remove all our equipment and materials from each retailer location and from Texas Lottery
property after final conversion to the replacement provider, within a reasonable period s set by the Lottery, thereby complying
with RFP Table 133, Detail Requirement No. 13.

a. People Processes

1. Knowledge Transfer to the Texas Lottery or Replacement Provider
Business acumen and knowledge is built up over the life of the contract by Scientific Games staff. These people become
the core subject matter expertise on the infrastructure works and operations are performed by Scientific Games. We
will work with the Lottery fo identify the staff members that would and should be transitioned into the new contract if
we are no longer the vendor of choice for the Lotiery. We will put together a transition plan so that there is a clear

BnEen
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transition path for these staff members that the Lottery and/or replacement vendor may review to defermine whether
if appropriate for their requirements.

b. Management Processes

1.

Issue Management
Once the end of contract conversion plan is finalized, a consortium of Scientific Games, the Lottery and/or its
designated entity will be formed to identify issues for each impacted group. This group will perform the following
duties:

o Issue identification

e Scope

e Group(s) impacted

o Group(s) responsibls fo resolve

o Person(s) responsible fo resolve the issue

Risk Management and Mitigation

As with issue management, the consorfium that is formed should also encompass the responsibility of risk
management and mitigation.

For the most part, these acivities consist of the following elements, performed, more or less, in the following order:
a) Identify, characterize, and assess negative events
b) Assess the vulnerability of critical assets to specific negative events
¢) Determine the risk (i.e., the expected consequences of specific types of negative events on specific assets)
d) Identify ways to reduce those risks

e) Prioritize risk reduction measures based on a strategy

Exit Reporting (Type and Frequency)

Reporting updates fo the end of contract conversion plan should occur on a bi-weekly basis six months from end of
contract and become a weekly occurrence three months from end of contract. This should address progress made
within each of the transition categories listed previously, issues/risks identified since lust reporting update. Any issues
and/or risks should be brought fo the transition consortium's attention for tracking, monitoring and resolution.

¢. Technology

L
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Handover Procedures

Procedures that were co-developed by the Lottery and Scientific Games will be turned over to the Lottery during the
transition period. If the Lottery so desires to acquire additional procedures that are part of the Scientific Games
gaming environment, we would be happy to discuss @ commercial arrangement for such materials.
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2. Tools, Software, Network Connections and Data Transfer

Data transfer of information that is needed for business confinuity of the Lottery shall be provided as identified and
outlined in the end of contract conversion plan. Tools, software, and network connections may be obtained by the
Lottery by agreeing to a negotiated commercial agreement with Scientific Games.

d. License Transfer (Where Required)

Where allowable, Scientific Games will transfer any third party software licensing to the Lottery and/or its designated
enfity. Scientific Games owned licensing and intellectual property will require a commercial agreement that will define the
terms and conditions for the use of those items.
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PART 10 — SUPPLEMENTAL
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As referenced in Sections 10.1.2.1, 10.4.2, 10.4.4.3, and 10.5.1,
Scientific Games provides on the following pages o Ganit chart that is
appropriate for the size and complexity of the Texas Lottery’s conversion
requirements os described in the RFP. The Gantt chart indudes an
information sharing and communication plan. I also details the desired/
expected participation from the Texas Lottery and the level and duration
of involvement from the current vendor.

The Gantt chart identifies the major milestones to be accomplished for the
conversion, including but not limited 1o, business requirements definition,
construction, equipment delivery, software programming, installation,
testing, and file migrafion.
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