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Paragould Chamber of Commerce
August 8

Arkansas Society of Professional Lobbyists

August 27

KARN — Bob Steel
August 28

KATV (TV)
September 3™

Springdale Chamber of Commerce
October 9

Stuttgart Rotary Club
October 14

ALCU Banquet
November 1

KHOG (TV)
November 19"

KFPW (Radio)
November 20"

KUAF (Radio)
November 20"

Director Woosley Media Appearances for Raffle

KATV (TV)
December 17"

The Buzz (Radio)
December 20

KOKR (Radio)
December 30

KARN Radio — Donna Kelley
KTHV — Mid Day Arkansas with Beth Hunt
December 30

KATV (TV)
December 30"

Jonesboro Radio Group (Five Radio Stations)
December 31th

KARN Radio - Bob Steel
December 31

KARN Radio - Donna Kelley
December 31

KTHV
January 2, 2014



Arkansas Million Dollar Raffle — FY 2010

e Sales began July 14, 2010.

* No official draw date was given to players.
-Estimated draw date was September 6, 2010
-Drawing occurred April 7, 2011.

* 500,000 tickets had to be sold.

* $3,000,000 in prizes.

* $10 per ticket, 1 raffle number per ticket.
* Grand Prize Draw only.

* Every 25 ticket sold produced a $20 Instant-win coupon.



Arkansas Million Dollar Raffle — FY 2010

Game sold out quickly once draw date was announced.

7/14/10-1/31/11 — 252,507 tickets sold
Draw date announced: 2/1/11-4/6/11 — 247,493 tickets sold.
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Feedback/Lessons from FY10 Raffle

Players displeased that a draw date was not defined at kickoff.

Game sold out in about 2 months after the draw date was finally
announced.

Every 25th, $20 Instant-win coupon did not always make it into the
player’s hands.

No incentive for players to buy early.

Extra 5% commission was paid to retailers for the last 316,234 tickets sold
for an extra cost of $158,117 (Nov. 8, 2010 - end).

Review Raffle games run by other lotteries.



Arkansas Million Dollar Raffle — FY 2014

Define and commit to a draw date at start of game.

Add an incentive to buy early (Early Bird drawings). The earlier
you buy, more chances to win.

Eliminate the every 25t ticket sold giving a $20 Instant-win
coupon.

Reduce sales range to 4 months and reduce prize liability from
$3,000,000 to $1,710,000 (57% of original).

Add value purchase options. The more you spend, the more raffle
numbers you get.



Arkansas Million Dollar Raffle — FY 2014

e |
Winners

Early Bird Draw 1 September October 5100,000 5 $500,000
Early Bird Draw 2 September-October = November $10,000 13 $130,000
Early Bird Draw 3 September-November December $1,000 30 $30,000

S500 100 $50,000

Final Draw September-December  January
Total 149 $1,710,000



Raffle Weekly Sales Comparison
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Results of FY2014 Raffle

Last Raffle number sold: 250840
Number of tickets sold: 65,768
Final Sales: $1,426,490
$30 tickets sold — 31,310 (47.6%)
$20 tickets sold — 14,261 (21.7%)
$10 tickets sold — 20,197 (30.7%)
Average Cost per Raffle number: $5.69
Average Cost per ticket: $21.69
Final day sales: $242,550
Average sales per day: $11,692.54
Average sales per week: $81,847.79



Creative Development: Key Advertising Messages

e Early Bird Drawings: “Buy early for your chance to
win up to $10,000 in each early bird drawing”

* Value Pricing: “Buy More, Save More”

* Defined Draw Dates: “Limed time” & “January 2"
Final Drawing”



Advertising Creative

e FY 2011 Raffle FY 2014 Raffle



FY 2014 Advertising Media Plan
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FY 2011 Advertising Media Plan
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FY 2011 Vs. FY 2014 Advertising Media Plan Comparison

MEDIA FLOW CHART
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FY 2011 Vs. FY 2014 Advertising Media Plan Comparison
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FY 2014 Additional Advertising Elements

* Point of Sale: Play Station & Street Talker Cling



FY 2014 Additional Advertising Elements

 Point of Sale: Counter Mat & PAD’s



FY 2014 Additional Advertising Elements

e KATV & KHOG Drawing Results



FY 2014 Additional Advertising Elements

 Pandora & Banner Advertising



FY 2014 Additional Advertising Elements

e Social Media



FY 2014 Additional Advertising Elements

e E-mails



FY 2014 Additional Advertising Elements

e Retailer Promotional Items



Arkansas Scholarship Lottery

Sales Overview




Overview of Sales Division Tasks 2013 Raffle

Communicating Launch to Staff/Retailers
Distribution of POS & Promotional Materials
Targeting Stores with Low/No Raffle Sales
Clerk Incentive Promotions

Retailer Feedback from Market Visits

MSR Feedback on Raffle Campaign

Retailer Raffle Sales 2010 vs. 2013

N o kA wh e



Communicating Product/Launch to Retailers

Via E-mail

e Started in July (two months before launch)
*  Product Reviewed with ASL Sales Team

* Raffle Information E-Mailed to Retailers

Retailer Newsletter

* Featured in Sales Force, the ASL Retailer
Newsletter

MSR Store Visits

* Trained Managers
*  Provided POS Materials, Promotional Items
* Encouraged Store Sale Contests

Website, Vendor Phone Calls

* Referred Customers & Retailers to Website
* Scientific Games & Intralot Call Support




Distribution of Merchandising/POS Materials

Starting August 15t — Thousands of Point of Sale
& Promotional Items for the Raffle were shipped

from SGI Warehouse to the ASL Sales Team for \
Distribution to our network of 1,900 retailers. >
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Targeting Stores with Low/No Raffle Sales

* Regular lists from Gaming on Low/No Selling Retailers
— Sept. 19t — 330 retailers had not sold Raffle
— Sept. 30t — 273 retailers had not sold Raffle
— Oct. 14t — 140 retailers had not sold Raffle

* Gathered Feedback from Retailers
— “My players want to wait closer to the draw.”

— “We sell mostly instant tickets.”
—  “Many customers can’t afford a 520 or 530 ticket right now.”

e Organized Individual Sales Contests
— Encouraged retailers to increase sales

— Rewarded with ASL Raffle Promo Items




Clerk Incentive Promotions

 Developed Clerk Incentive Promotions to drive Raffle Sales
— based on retailer feedback from focus group research
— ran for three months — October, November & December
— modest sales lift — best sales increase first month of promotions
— distributed thousands of free Fast Play tickets to clerks
— clerks enjoyed thousands of dollars in prizes




Retailer Feedback from Market Visits

Director, Gaming, Advertising, Sales Directors
November — December 2013
More than 80 retailers and prospects visited

Central Arkansas, Northwest Arkansas, 1-40 & I-67 Corridors,
Southern & Southwest Arkansas

Observed Instant Game Displays, Signage, Sales
TaIked to retailers. When asked about Raffle:

“We usually just sell the customers what they ask for.”
“Been trained on Raffle & have t-shirts, but not seen much in sales.”
“Many of our customers don’t want to spend 510 on an online game.”
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Sales Team/MSR Feedback on Raffle 2013

An ASL Staff Meeting held on Wednesday, February 5t and
included an open forum discussion on the 2013 Raffle
campaign. Candid feedback was encouraged and many
of the same themes were expressed, including:

. Price

. Holiday Season impact on discretionary spending (lottery)
. Preference for “Instant” lottery products

. Some players did not have good experience with 15t Raffle
. Many wanted to wait until close to drawing

. Did not have cash to purchase



Total Raffle Sales 2010 vs. 2013

* Total Sales for 2010 Raffle
— S$5,000,000 in sales
— 500,000 numbers/tickets sold
— Nine months to sell out (July 2010 — April 2011)

* Total Sales for 2013 Raffle
— S$1,426,490 in sales
— 250,840 numbers/65,768 tickets sold
— Four months to sell (Sept. — Dec. 2013)



Regional Raffle Sales 2010 vs. 2013




Top Raffle Sales by County/City 2010 vs. 2013

e Total Sales for 2010 Raffle

* Top 5 Counties: Pulaski, Washington, Sebastian, Saline, Faulkner

* Top 5 Cities: Little Rock, Fort Smith, North Little Rock, Hot Springs,
Conway, Fayetteville

* Top 3 Retailers: Porky’s One Stop (Logan Co.), Hawgs Exxon
(Batesville) and Creech’s Cash & Carry (El Dorado)

e Total Sales for 2013 Raffle

* Top 5 Counties: Pulaski, Garland, Saline, Faulkner, Washington

 Top 5 Cities: Little Rock, Hot Springs, North Little Rock, Conway,
Fayetteville, Fort Smith

* Top 3 Retailers: Hawgs Exxon (Batesville), G&B Liquor (Stuttgart)
and Y&E Superstop (Bryant)



STATE OF ARKANSAS

ARKANSAS LOTTERY COMMISSION

Vendor Committee
Performance Audits

February 19, 2014




Agenda

e \What Are Performance Audits?

 How Might Performance Audits Apply to
Lotteries?

e Case Study: North Carolina Education
Lottery Performance Audit

e |[tems for Consideration




What are Performance Audits?

* Normally a term heard in reference to governments or
governmental agencies

e Often heard in reference to the execution of federally-
funded programs

o U.S. Government Accountability Office (GAO)
Definition [Yellow Book]: Performance audits entail an
objective and systematic examination of evidence to
provide an independent assessment of the
performance and management of a program against
objective criteria as well as assessments that provide
a prospective focus or that synthesize information on
best practices or cross-cutting issues.

Arkansas Lottery Commission



What are Performance AuditS? (continued)

« Often address effectiveness and results generated by a program or entity

 Perthe GAO, possible objectives include [Yellow Book]:

— the extent to which legislative, regulatory, or organizational goals and objectives
are being achieved,;

— the relative ability of alternative approaches to yield better program performance
or eliminate factors that inhibit program effectiveness;

— the relative cost and benefits or cost effectiveness of program performance;

— whether a program produced intended results or produced effects that were not
intended by the program’s objectives;

— the extent to which programs duplicate, overlap, or conflict with other related
programs;

— whether the audited entity is following sound procurement practices;

— the validity and reliability of performance measures concerning program
effectiveness and results, or economy and efficiency; and

— the reliability, validity, or relevance of financial information related to the
performance of a program.

Arkansas Lottery Commission




low Might Performance Audits Apply to
_otteries?

« To benchmark a lottery’s performance compared
to its peers

 To assess the efficiency and effectiveness of a
lottery’s performance (both cost and operational)

e To provide recommendations for improvement of a
lottery’s performance

— Sales

— Marketing / Advertising / Promotions
— Product Portfolio

— Organization / Structure

Arkansas Lottery Commission




Case Study: North Carolina Education
Lottery Performance Audit

e Required per North Carolina General Statute 8 18C-122(d):

— “Bienneially...the Commission shall engage an independent auditing
firm that has experience in evaluating the operation of lotteries to
perform an audit of the Lottery. The results of this audit shall be
presented to the Commission, to the Governor, and to the General
Assembly.”

» North Carolina General Statutes also require the Lottery to engage
an independent auditing firm to perform a security audit biennially

« The North Carolina Education Lottery (NCEL) has engaged
Delehanty Consulting LLC of Verona, Wisconsin to perform both
audits

« The Arkansas Lottery Commission has participated in an Instant
Ticket Security Review performed at Scientific Games Headquarters
coordinated by Delehanty Consulting LLC in the past, and such an
engagement is included in the FY 2014 -2016 Audit Plans

Arkansas Lottery Commission




Case Study: North Carolina Education
Lottery Performance Audit (continued)

« Background:

— NCEL first initiated a Request For Information (RFI) process to
understand how an independent firm would perform an audit to comply
with the mandate in the North Carolina Statute

— RFI led to Specifics of Request For Proposal (RFP) issued by NCEL
— The RFI and RFP processes served as the basis for developing the
approach to the performance audit process that has been followed
 General Process:

— Performance Audit is generally segmented into two parts
o “Performance Report Card”
e “Specific Analysis & Opportunity ldentification”

— The “Performance Report Card” focuses on benchmarking against
peers and trending of financial and certain operational information

— The “Specific Analysis & Opportunity Identification” focuses on two or
three areas for review, derived from a collaboration between
management and the Delehant Consulting firm, with the idea of

Arkansas Lottery Commission



Case Study: North Carolina Education
Lottery Performance Audit (continued)

« NCEL Performance Audit Report for 2011-2012 issued in
February 2013

« Stated Objective: “To review and analyze the NCEL
performance in specific areas of operation, with emphasis on
Increasing revenues and efficiency, whlle keeping in mind
various statutory and legal restrictions.” and “To facilitate the
development of actionable plans to increase profits.”

« Engagement / Report Segmented into 5 Parts:

— Part 1. Performance Report

— Part 2: Management Information Program Review
— Part 3: Cost Analysis and Program Efficiency Study
— Part 4. NCEL Portfolio Analysis

— Part 5: Social Media Program Enhancement

Arkansas Lottery Commission




Case Study: North Carolina Education
Lottery Performance Audit (continued)

 Part 1l: Performance Report
— Peer Review / Benchmarking

— Trend Analysis (revenue, profit, profit margin, retailers, return on
advertising/marketing, employee productivity)

 Part 2: Management Information Program Review
— Financial Reporting
— Sales Reporting
— Key Business Metrics
— Recommendation Noted

 Part 3: Cost Analysis and Program Efficiency Study
— Revenue & Sales Trending

Arkansas Lottery Commission




Case Study: North Carolina Education
Lottery Performance Audit (continued)

 Part 4. NCEL Portfolio Analysis
— Instant Scratch-Off
— Daily Number Games
— Multi-State Large Jackpot Games
— Keno
— Other Games
— Recommendations Noted

 Part5: Social Media Program Enhancement
— Current Efforts

— Platforms Used
— Effective Guidelines & Practices

Arkansas Lottery Commission



Case Study: North Carolina Education
Lottery Performance Audit (continued)

 NCEL Proposal Process:
— 3 Proposals
— Proposed fees ranged from $42,000 to $345,000

— Finding the right provider with the requisite lottery industry knowledge
cited as key

o Actual Cost — NCEL's Experience:
— “Performance Report Card” ~ Parts 1 through 3 (appox. 37%)
- “6%|(c))/e)cific Analysis & Opportunity Identification” ~ Parts 4 and 5 (approx.
0
— Total Cost for NCEL: $134,000
» Benefits Identified (examples):
— Social Media Use
— Instant Game Release Schedules
— Return on Advertising (cited as providing value in discussion over

Arkansas Lottery Commission




ltems for Consideration

Impllcatlons of ACA § 23-115-206 (b) (3) (A), which states:

“If the commission, the General Assembly, the Arkansas Lottery Commission
Legislative Over5|ght Committee, or the Legislative Auditing Committee requests
additional audits or performance reviews of the fiscal affairs or operations of the
commission to be conducted by a private certified accountant or other consultant, the
division shall select and contract with appropriate certified public accountants or
consultants to provide the services.”

— The term “division” above appears to reference the Division of Legislative Audit
» Scope & Objectives of a Performance Audit

— Method
— Possible Leverage of Internal Audit or other internal resources

» Possible Cost Savings
» Possible Benefits (focusing scope, possibility for more immediate action)

— “Phased Approach”
» Identification of Industry/Subject Matter Experts through Procurement
Process
Overall Implications of State Procurement Law on RFQ/RFP Process

Arkansas Lottery Commission



Questions???
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