TEXAS LOTTERY COMMISSION
Scratch Ticket Game Closing Analysis

SUMMARY REPORT

Instant Ticket Information : Date Completed 2/28/2018

Game # A 1855 Confirmed Packs | 3,962 |

Game Name ( Cowboys| Active Packs ( 2,512 |

Quantity Printed | 9,912,300 | Warehouse Packs I 61,212 |

Price Point | $5| Returned Packs | 261 |

Start Date [ 8/21/2017]  Printed Payout Percentage | 67.83%]|

Top Prize [$ 100,000 |  Percent Sold [ 46.86%)]

Number of Top Prizes Remaining | 5]  Number of Weeks Out ( 27|

Current Game Sales Analysis

TANGIBLE COSTS

Expenditure Impact:

Cost to print tickets $ 1,071,552 - Actual ticket production costs

Licensing Fee $ 1,006,000

Non-cash Prize Allocation $ 3,312,317

Prize payout expense $ 13,448,975 Data from Instant Ticket Tier Liability screen in ES

Estimated Direct Costs $ 18,838,844

TANGIBLE BENEFITS

Revenue Impact:

Estimated sales $ 23,224,519 Based on # of tkts printed, times % sold from DaVinci report,

times the price point
Total Estimated Benefits $ 23,224,519
Excess of Revenue over Expended $ 4,385,675 |

INTANGIBLE POSITIVE BENEFITS:

--Allows for open bin space for new games at same price point with higher average weekly sales.

--Allows retailers to return inventory to TLC that is not selling thus releasing their financial burden

INTANGIBLE NEGATIVE BENEFITS:

—There are still valuable prizes remaining in this game.

| Assumptions:

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

Weekly Sales Comparison Information
Previous 3 Weeks Sales from DaVinci
Most recent week sales 3 279,445
Next week $ 361,910
Next week 3 431,800
M N L A P s B T R .y U T N I T i
Avg Weekly Sales Current Game $ 357,718
Avg Weekly Sales $5; 5M-9.99M Qty $ . 1,872,956
Percentage Of Variance In Sales 81%




TEXAS LOTTERY COMMISSION
Scratch Ticket Game Closing Analysis
RECOMMENDATION AND APPROVALS

Instant Ticket Information

Game # ( 1855 Printed Payout Percentage [ 67.83%|
Game Name | Cowboys|  Actual Payout Percentage [ 72.17%|
Percent Sold [ 46.86%| Number of Weeks Out | 27|
Average # of Weeks for 85% Seli-through for Same Price Point Game;With Similar Print Run. [ 19|

Recommendation

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

. | am recommending closing the above game based on the belovs; business reason(s):

This Cowboys game needs to be pre-called in March to permit the game to be closed and the final drawing
conducted prior to the launch of the next Cowboys game tentatively sgheduled to launch in August 2018, as well
as to ensure the winners of season ticket prizes from the final drawing will receive tickets to the next season.

a%ﬁhum[ "2}3‘_/ (?
Instant Product Coordinator Date
\@PMM o/ 7]

Pr?du%s Manager Date’

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

\)) 228\

Lottery Opeggtions Division Director  Date

ook Bmr—  33l& |

Controller &L? YJ Date

‘ z/f //

Executive [Jirector / Date °

Page 2
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TEXAS LOTTERY COMMISSION

PURCHASE ORDER
T T INVOICE TO: ' ) phterms and condfons set SHOW THIS NUMBER ON ALL INVOICES,
— B toonmo a pert of s Broer PACKAGES AND CORRESPONDENCE
P.O. Box 18630 vendor guaranions ’ ’ ' )
Austin, TX 78761-6630 ;’f’s’ﬁmwg‘m& o ORDER NUMBER:  362-17-8035 Rv2
mﬂmmmmﬁwmm@ ’ " T T e m e e
- e . bidivvitation ORDER DATE: 271412018
' PHONE NUMBER: (532) 344-5000 o N
{MW T T T NENDOR T T T T pec. s DELIVERY DESTINATION ,
; 17524797911001 ' Contract Number. P.O. Box 16630 l
PRO SILVER STAR LTD 20160001 Austin, TX 78761-6630
[ ATTN: GWEN BUGAYONG - - USA
- ONE COWBOYS WAY : p Il ch
. FRISCO, TX 75034 - Frepay all charges
WEM] 7 7 DESCRIPTION e Je. | oEFT [ EREQ JUNIT[ ~Qry ~ ”{ T PRICE T"’"ES(‘(‘E&"S!OW“}
1 iGame #1855 Dallas Cowboys - Flat Litensing Fee ~ 7210 17-803 EA 206000.00 51.00 $206,000.00
Confract Term: 6/22/15-2/28/18. ContractYear: 3/1/17
through 2/28/18. This PO covers 8/1/16 - 2/28/18.
2 Game #1855 Dallas Cowboys- Royalty Fee based on 7210 17-603 EA 800000 00 $1.00 $800,000.00
2% of actual game sales.
3 Game #1855 Dallas Cowboys - Merchandise 7208  17-000 EA 2750000.00 51.00 §2,750,000.00

Allocation - Contract Year: 3/1/17 through 2/28/18.
This PO covers 9/1/16 - 2/28/18 , Contracl agreement
dated 6/22/15 applies to this order., RV2 DONE TO

_ DECREASE LINE 2 BY $50,000.00.

Texas Lottery Act Section 466,108 TOTAL AMOUNT: $3,756,000.00

INVOICING Vendor must submit the following information on ihe invese i order to receme payment  Vendor Name and Addiess, Vendor Contect Name and Phong Number, Vandor Identification Number {VIN},
andfor Texas Identfication Number (TIN), Purchuse Ordar Numbor, Destrpuon of hams Purchased, Descaglion of Servee ari Dates of Service, Und Numper ana Uit Price Correspanding to Orginat Ordor,
Total Dottar Amount. Tho Toxas Lotlery Commigsion <equires 10 working days from the cate of anfivary 1o verdy the guantly Snd conditon of each proauct delvered before detlanng that the product s receved
LNEEr ING prompt payment law

The State of Texas w.oxompt from ot Federal Excise Taxes TEARY LOTIERY COMMISSION Surchasing Seclion
STATEAND QITY SALES TAX BXEMPTION CERTIFICATE  The unaersgnod ciaims aad exeimpon fram tases under ’
TEX REV CIv STATS Chapter 20 THle 1227 for purchass of e rangEbie persenat property descrbed in ths ordnr,
gurem;?%d o the contracior andior shippur listad sbove ax this property @ bomg soorad for 1he exchusive s of tne 13 M a/
e of Toxas .
7



ADDENDUM NO. 2
TO
TRADEMARK LICENSE AND PROMOTIONAL AGREEMENT
BETWEEN LIC%NSOR AND SPONSOR
MAY 2017

1. FEES AND CONSIDERATION

In consideration of being granted the right to use th? Team’s Trademarks during the Term of
this Agreement, SPONSOR shall allocate the following funds:

a.

b.

Royalty and License Fees. SPONSOR shall allocate to LICENSOR a royalty based upon two
percent (2%) of the actual Sales of each Game (as defined in Section 1.3 of the Agreement)
each Contract Year (including the Renewal Periods if applicable pursuant to Section 2
(Term) of the Agreement) as follows: (i) not to exceed Eight Hundred Thousand U.S.
Dollars ($800,000.00) for the first and second Contract Years; (ii) not to exceed Eight
Hundred Fifty Thousand U.S. Dollars ($850,000.00) for the third and fourth Contract
Years; (iii) not to exceed Nine Hundred Thousand U.S. Dollars ($900,000.00) for the fifth
and sixth Contract Years; (iv) not to exceed Nine Hundred Fifty Thousand U.S. Dollars
($950,000.00) for the seventh and eighth Contract Years; and (v) not to exceed One
Million U.S. Dollars ($1,000,000.00) for the ninth and tenth Contract Years. In addition to
the foregoing, SPONSOR shall allocate to LICENSOR (A) a lump sum payment in the
amount of Two Hundred Thousand U.S. Dollars {$200,000.00) for the first Contract Year
and continue to issue such lump sum payment plus a three percent (3%) compounding
escalator each Contract Year thereafter, including the Renewal Periods (if applicable
pursuant to Section 2 (Term) of the Agreement); and (B) Two Million Seven Hundred Fifty
Thousand U.S. Dollars ($2,750,000) in Merdhandise Allocation payments for the
Merchandise and Experiential Prizes set forth below in Section 1.b. of this Addendum No.
2. There will be an estimated nine million fivé hundred thousand (9,500,000) tickets
printed in each Game.

Merchandise and Experiential Prizes. LICENSOR will be paid by SPONSOR for

merchandise and experiential prizes over the course of the Game as prizes are fulfilled,
as more particularly described in this section. Payment to LICENSOR for merchandise
and experiential prize packages that will contain a pre-determined number of individual
prizes to be awarded through promotional second-chance drawings conducted by
SPONSOR and fulfilled by LICENSOR. The branded Merchandise Allocation will equal
approximately 8.51% of the total prize fund for the Game. LICENSOR shall invoice the
SPONSOR for merchandise and experiential prizes monthly as fulfillment of each prize is
complete.

For each game, LICENSOR shall provide:
" Five (5) Dallas Cowboys “Wild Weekend” padkages, valued at $50,000 each.
" Ten (10) Draft Party packages for two (2), valued at $50,000 each.

»~ Five(5) Dallas Cowboys “Training Camp” paci(ages for two (2), valued at $7,500 each.
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/ﬁnety (90) Pairs of Season Tickets to the next complete season of Team lome games
(based on the date of prize fulfillment), valued at $10,000 each.

e One thousand six hundred (1,600) autographed authentic jerseys from Dallas
.~ Cowboys players (as determined by the Dallas Cowboys) valued at $475 each.

.~ Three thousand twenty-five (3,025) Dallas Cowboys Gift Cards, valued at $100 each.
e Total Maximum Prize Cost for Merchandise and Experiential Prizes = $2,750,000
c. SPONSOR shall pay for all print costs incurred to print/produce the Game.
voic erchandise and eriential Prize Ful

SPONSOR agrees to conduct five (5) promotional second-chance drawings for the prizes and
to award in each drawing: one (1) “Wild Weekend” package (package is for a winner plus nineteen
(19) guests), two (2) Draft Party Packages (each package is for a winner plus a guest), one (1)
Training Camp Package (package is for a winner plus a guest), eighteen (18) pairs of Season Tickets
to the next complete season of Team hame games (based on the date of prize fulfillment), six hundred
five (605) $100 Dallas Cowboys Gift Cards, and three hundred twenty (320) Team Autographed
Authentic Jerseys, in accordance with the following schedule:

Drawing No. Time Period

Between September 1 - October 15

Between October 16 - November 30

Between December 1 - January 10

Between January 11 — February 28

Within fifteen (15) business days after the “End-of-Game"” date described
in the following section

(S8 - I N N

LICENSOR will invoice SPONSOR on a monthly basis as the prizes are fulfilled. A detailed
accounting of the prizes fulfilled will be included with the invoice, including the name and address of
all experiential and merchandise prize pack winners during the monthly billing period and the date
each experiential prize was fulfilled or each merchandise prize was mailed to each winner.

oicing for Licensi e 0

During the Term of this Agreement, SPONSOR shall deliver Game sales reports to LICENSOR
on the first state business day of each month beginning after the start of sales of the Game. Ifthe first
business day of the month is a state of Texas holiday, then the sales report will be due on the next
business day that is not a state holiday. SPONSOR will detail weekly sales totals for the applicable
reporting period. LICENSOR then will issue an invoice for the licensing fee sales allocation to
SPONSOR. This process will continue until the official “Call” date for the Game determined by
SPONSOR in its sole discretion. The “Call” date begins a 45-day period during which all remdining
tickets for the Game are returned to SPONSOR. The “End-of-Game” date is 45 days from the “Call”
date and marks the end of the Game. No tickets for the closed Game may be distributed to or sold by
retailers after this date. A final reconciled sales report will be provided to LICENSOR by SPONSOR
no later than 90 days following the official “End-of-Game” date.

The timing and decision to close a Game will be in accordance with SPONSOR's rules, policies
and procedures. All of SPONSOR’s directives, policies, procedures, rules, regulations and applicable
laws shall apply to the Game.
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No. 08/02/17
Game Name Game No Inv No. . <,E=_.=. ) TLC PO #
Cowboys* ‘1855 8505007 PBL  362-17-9610 RLO32

Description/Tickets Delivered Qty Units per 1000  Unit m.lma Amount
9,9 _M.uo@ 9,912.300 $106.59 $1,056,552.06
$1,056,552.06

Delivered 9,912,300
Ordered ) 9,720,000
2% under 9,525,600 .
2% over 9,914,400
o o .. Accetable . - - - - -
) Range 0
Lump Sum Spectrum Scratch FX $5,000.00
Lump Sum Scented Tickets $5,000.00
Lump Sum Die Cut Tickets $5,000.00

Total $1,071,552.06



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

Average Number of Weeks for 85% Average Sell Through

5M-9.99M Week 14 Week 21 Week 17 Week 19
10M-14.99M Week 20 None None Week 13* 4M None None None None
15M-19.99M None Week 21* None Week 34 5M Week 20 Week 43* None None
20M-24.9SM None Week 44 Week 33 Week 59 6M Week 16* None None None
25M-29.99M Week 33* Week 38 None None ™ None None None None
J0M-34.99M None None None Week 39* 8M None Week 35* None None
>35M None Week 57* | Week 48* None | _>9M . Week 27 .| Week 51" None None

Average Weekly Dollar Sales at 85% Average Sell Through
). d 510 ) bl S

None None M None None None None
5M-9.98M $553,916 $676,611 | $1,048,153 | $1,872,956 3M None None None None
10M-14.99M $510,306 None None $4,200,786 4M None None None None
15M-19.99M None $1,273,552 None $2,144 435 5M $2,379,881 $2,329,740 None None
20M-24.99M None $899,634 | $1,654,317 | $1,612,912 6M $3,257,867 None None None
25M-29.99M $665,806 | $1,254,186 None None ™ None None None None
30M-34.99M None None None $3,329,657 M None $3,985,513 None None
>35M None $1,050,513 | $1,875,795 None >9M $3,697,5669 | $3,423,888 None None

None = no games at this level with 85% sell through

* only one game at this level with 85%

sell through

Excludes Promotional Tickets

Unaudited - For Internal Use Only




