TEXAS LOTTERY COMMISSION
Scratch Ticket Game Closing Analysis

SUMMARY REPORT
Instant Ticket Information Date Completed 3/5/2019
Game # [ 2070| Confirmed Packs | 2,249 |
Game Name [ Houston Texans| Active Packs | 1,084 |
Quantity Printed | 5,581,950 | Warehouse Packs [ 30,975 |
Price Point | $5| Returned Packs [ 794 |
Start Date | 8/20/2018|  Printed Payout Percentage | 68.09%|
Top Prize [$ 100,000 | Percent Sold | 51.82%|
Number of Top Prizes Remaining | 2|  Number of Weeks Out | 28|
Current Game Sales Analysis

TANGIBLE COSTS
Expenditure Impact:
Cost to print tickets $ 237,008 Actual ticket production costs
Licensing Fee $ 293,750
Non-cash Prize Allocation $ 1,351,090
Prize payout expense $ 8,711,320 Data from Instant Ticket Tier Liability screen in ES

Estimated Direct Costs 3 10,593,168
TANGIBLE BENEFITS
Revenue Impact:
Estimated sales $ 14,462,832 Based on # of tkts printed, times % sold from DaVinci report,

times the price point
Total Estimated Benefits $ 14,462,832
Excess of Revenue over Expended $ 3,869,664 |

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
reduci&] the sales revenue amount reported above.

Weekly Sales Comparison Information

Previous 3 Weeks Sales from DaVinci

Most recent week sales $ 152,805
Next week $ 207,060
4 ; Next week $ 226,310
SN P L R T S
Avg Weekly Sales Current Game $ 95,39
Avg Weekly Sales $5; 5M-9.99M Qty $ 1,874,253
Percentage Of Variance In Sales 90%
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TEXAS LOTTERY COMMISSION
Scratch Ticket Game Closing Analysis
RECOMMENDATION AND APPROVALS

Instant Ticket Information

Game # | 2070| Printed Payout Percentage ( 68.09%|
Game Name | Houston Texans| Actual Payout Percentage | 69.57%|
Percent Sold | 51.82%| Number of Weeks Out | 28|
Average # of Weeks for 85% Sell-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 below business reason(s):

This Houston Texans game needs to be pre-called in March to permit the game to be closed and the final drawing
conducted prior to the launch of the next Houston Texans game tentatively scheduled to launch in August 2019, as well
as to ensure the winners of season ticket prizes from the final drawing will receive tickets to the next season.

4
> et //D Y

’ r ~L < 3 5//
Instant Product Coordinator Dat
@' NNA— - //0 // d
Products Manager Date

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

y/ s T A[-11

Lottery Operations Division Director ~ Date

|Gttt R 217114

Controller (2'_6' Date
'ét%’ évw&z)éu 34320/

Executive Director Date

’\f%]
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ESIPS

Liability for 2070/ for Life to Date

Product Status:
Active

SmartCash Enabled:

N/A

Outstanding Prizes

Tier Ref SmartCash Tier Value

1 1 N/A
2: 2 N/A
3 3 N/A
4 4 N/A
5 5 N/A
6 6 N/A
7 7 N/A
8 0 N/A
9 0 N/A
10 0 N/A
11 0 N/A
12 0 N/A
13 0 N/A
14 0 N/A
15 0 N/A
16 0 N/A
17 0 N/A
18 0 N/A
19 0 N/A
20 0 N/A
21 0 N/A
2 0 N/A
23 0 N/A
24 0 N/A
25 0 N/A
26 0 N/A
27 0 N/A
28 0 N/A
29 0 N/A

https://txpdcweb.txlott.lott/ips/gameLiabilityInquiryUtility.do?ipsAction=gameLiabilityInq...

$5.00
$10.00
$10.00
$20.00
$20.00
$20.00
$20.00
$25.00
$25.00
$25.00
$25.00
$50.00
$50.00
$50.00
$50.00
$50.00
$100.00
$100.00
$100.00
$100.00
$100.00
$100.00
$500.00
$500.00
$500.00
$500.00
$5,000.00
$5,000.00
$100,000.00

Totals:

Count

329065
113165
143412
18650
18589
18622
18917
5059
5045
11691
4677
3432
4019
6601
6640
3703
1040
1020
1081
1800
1726
1055
118
233
231
120
4
2
2

719719

Amount

$1,645,325.00

$1,131,650.00

$1,434,120.00
$373,000.00
$371,780.00
$372,440.00
$378,340.00
$126,475.00
$126,125.00
$292,275.00
$116,925.00
$171,600.00
$200,950.00
$330,050.00
$332,000.00
$185,150.00
$104,000.00
$102,000.00
$108,100.00
$180,000.00
$172,600.00
$105,500.00
$59,000.00
$116,500.00
$115,500.00
$60,000.00
$20,000.00
$10,000.00
$200,000.00

$8,941,405.00

Tickets
Paid
Life to
Date
303305
110203
135555
18633
18686
18612
18226
5059
5077
11590
4559
3539
4104
6701
6567
3564
1069
1058
1038
1741
1753
1048
117
241
240
117
6
3
2

Validation Range: 07/24/2018 - 12/31/2037

Amount Paid
Life to Date

$1,516,525.00

$1,102,030.00

$1,355,550.00
$372,660.00
$373,720.00
$372,240.00
$364,520.00
$126,475.00
$126,925.00
$289,750.00
$113,975.00
$176,950.00
$205,200.00
$335,050.00
$328,350.00
$178,200.00
$106,900.00
$105,800.00
$103,800.00
$174,100.00
$175,300.00
$104,800.00
$58,500.00
$120,500.00
$120,000.00
$58,500.00
$30,000.00
$15,000.00
$200,000.00

682,413 $8,711,320.00

% paid

47.96%
49.34%
48.59%
49.98%
50.13%
49.99%
49.07%
50.00%
50.16%
49.78%
49.36%
50.77%
50.52%
50.38%
49.72%
49.04%
50.69%
50.91%
48.99%
49.17%
50.39%
49.83%
49.79%
50.84%
50.96%
49.37%
60.00%
60.00%
50.00%

Page 1 of 1

Est. Tickets
Sold

2677282
2753964
2712368
2789702
2798237
2790225
2739052
2790975
2799798
2778866
2755317
2833814
2820180
2811956
2775548
2737590
2829352
2842013
2734338
2744471
2812635
2781685
2779098
2838080
2844305
2755646
3349170
3349170
2790975

3/4/2019



END OF PRODUCTION PRIZE STRUCTURE
July 18,2018 - (POOLS #1- 54 COMPLETE)
Prize Structure
GAME NO.2070 "HOUSTON TEXANS"
Apri 25,2018 - VERSION A ORIGINAL ORDER
Instant Payout
Order Quantity: 5581950 Pack Size: 7 Pool Size: 120,000 Winners: 1402132 PrizeFund:|  $17,65272500 1,
Price Point: $500  PacksiGame: 74426 Number of Pools: ws2 Non-winners: 4,178,618 Payout:  6325%
Revenue:  $27,909,750.00 Packs/Pool: 1,600 Overall Odds: 39810

5581950

632370
223368
278967

37283
37275
37234
37143

10118

10122

23281
9236|

SRRV ... o A ... 2t 6971

$20+510+(s5x4) S50 $50C R 406,150. % 8123
 $10+@5x)+SSGOALPOS  §S0 ssm  Atd s aso0 132 SeeSi0000 3SI% 13302
.. 3104 823+ §5(CO) e
7267

2109
2078|
2119
3541
3479
2103

($50 X 5) + ($25x7) + ($10x7) + $5 50 $500.0¢ X X ) $117,500.00 o 235

(850 2) + $50 (GOALPOST) + (25 x6) 762658 0. L $237.00000 125 a74
o $100 (G0ALPOST) N 73 001 1000 4T S50 12 an
500 85 35 Y $118,500.00 Y 237

18.84 30,144.83

* Exact Quantity by Kind Level

GOALPOST = win 5 TIMES the prize for that symbol




No.

03/04/19

Game Name Game No  Inv No. Vendor

2070 1032949 SGI

TLC PO #
362-18-9019 RLOIS

Delivered
Ordered

2% under
2% over

Accetable
Range

Description/Tickets Delivered Qty
. 5,581,950

5581950
- 5520000

5,409,600
5,630,400

Units per 1000
5,581.95

Unit Price
$37.25

Sub Total
Inserts on Foil
Total

Amount
$207,927.64
$207,927.64

$207,927.64
$29,079.90
$237,007.54



ADDENDUM NUMBER 1
TO
TRADEMARK LICENSE AND PROMOTIONAL AGREEMENT
BETWEEN LICENSOR AND SPONSOR
CONTRACT YEARJULY 1, 2017 - JUNE 30, 2018

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

1. FEES AND CONSIDERATION

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

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

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

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

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

Total Licensing Fee Allocation: $293,750

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

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



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

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

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

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

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

b. Payment to LICENSOR for merchandise and experiential prizes that will contain a pre-
determined number of individual prizes to be awarded through promotional second-chance
drawings conducted by SPONSOR and fulfilled by LICENSOR. The total allocation of the
merchandise and experiential prizes will be one million one hundred ninety-two thousand dollars
($1,192,000). Payment amounts are determined based upon the prize being fulfilled and are
detailed as follows:

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

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

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

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

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

C: SPONSOR shall pay for all of the print costs incurred to print/produce the Game.

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

i.0One hundred fifty (150) — Training Camp Promotion/Social Media
ii.0One hundred fifty (150) — Call to Action Promotion
iii.One hundred fifty (150) — Radio Blitz (areas outside of Houston)
iv.Five hundred (500) — Dear Drew Facebook & Texans TV feature
v.One thousand two hundred twenty-five (1 ,225) — in-game fan promotion during all home
games

LICENSOR is responsible for picking up the scratch tickets from the local Texas Lottery Claim
Center and securing the scratch tickets in a safe place until tickets are needed for each promotion.
LICENSOR is responsible for distributing the scratch tickets for each promotion to recipients who
are eighteen (18) years of age or older. LICENSOR shall ensure that selected scratch ticket

2



recipients for each promotion are eighteen (18) years of age or older as identified by an official
picture identification card.

Invoicing for Merchandise and Experiential Prize Fulfillment

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.
SPONSOR agrees to conduct five (5) promotional second-chance drawings for the prizes and to
award in each drawing: one (1) Private Plane Away Game Trip — Owner for a Day prize; one (1)
Suite and On-Field Contest Experience; eight (8) Texans Season Tickets Package for two (2) Years
prizes; and, two hundred sixty-two (262) Limited Edition Wall Plaque prizes. The drawings shall
be conducted according to the following schedule:

Drawing No. Time Period

Between Sept. 1- Oct. 15

Between Oct. 16— Nov. 30

Between Dec. 1- Jan. 15

Between Jan. 16— Feb. 28

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

NN —

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.

Invoicing for Licensing Fee Sales Allocation

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 date of the start of
sales of the Game. If the first business day of the month is a state of Texas holiday, then 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 in accordance with the tiered License Fee Allocation
schedule above. This process will continue until the official “Call” date for the Game determined
by SPONSOR in its sole discretion or until the date of the NFL Super Bowl game, whichever
comes first. The “Call” date begins a 45-day period during which all remaining tickets for the
Game are returned to SPONSOR. The “End-of-Game” date is forty-five (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 the “End-of-Game” date. A final reconciled sales report will be provided to
LICENSOR by SPONSOR no later than ninety (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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