NEW HAMPSHIRE LOTTERY® COMMISSION
14 INTEGRA DRIVE, CONCORD, NEW HAMPSHIRE 03301
MINUTES OF COMMISSION MEETING
AUGUST 31, 2011 12:30 PM

PRESENT:

Debra Douglas, Chairman

Paul J. Holloway, Commissioner

Doug Scamman, Commissioner

Charles Mclntyre, Executive Director

Diane Campbell, Administrative Assistant
Kassie Strong, Chief Accountant

Maura McCann, Programs Information Officer
Robert Preston, Games Manager

Irene Nadeau, On-line Games Manager

Len Mannino, Security Director

Travis York, Griffin, York & Krause, Inc. (GYK)
Rose Longo-White, GYK

Liz Pollock, GYK

Jim Bouley, Dennehy & Bouley

John Papile, Intralot

Kristen Pare, Intralot

Curtis Barry, The Dupont Group

Robert Sheppard, Social Sphere, Inc.

Jonathan Chavez, Social Sphere, Inc.

Chairman Douglas convened the Commission meeting at 12:40 p.m.
1. ACCEPTANCE AND SIGNING OF PREVIOUS MINUTES:

Commissioner Scamman made a motion, seconded by Commissioner Holloway, to
approve the commission meeting minutes for July 26, 2011 and August 8, 2011. So voted,
unanimous. Commissioner Holloway made a motion, seconded by Chairman Douglas, to
approve the amended June 10, 2011 commission meeting minutes, with a comment that the
follow-up information to the Commission that was indicated at the meeting did not occur
regarding the New Hampshire Motor Speedway and it was encouraged that communications
improve. So voted, unanimous.

2. APPROVAL OF INTERIM RULES FOR CHAPTER SW 700 RULES FOR
EMPLOYEE RECOGNITION PROGRAM:

Commissioner Holloway made a motion, seconded by Commissioner Scamman, to
approve the interim rules with two requested changes to be made to Sw 701.01 (a), to
Chapter 700, Rules for the Employee Recognition Program. So voted, unanimous.
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3. APPROVAL TO DISCONTINUE GIFT CARD PROGRAM:

Director Mclintyre requested Commission approval to discontinue the gift card
program, due to low sales and no additional commission on gift card sales paid to retailers.
Recommendations were made by retailers who attended the recent retailer forum to
discontinue the gift card program. It was determined that a more cost effective means for
lottery gifts, especially during the holidays, were ticket purchases and subscriptions.
Commissioner Scamman made a motion, seconded by Commissioner Holloway, to
discontinue the gift card program. So voted, unanimous.

4. SOCIAL SPHERE PRESENTATION:

Jonathan Chavez made a final presentation on almost a year long course of research
conducted for the lottery, including initial sales assessments, in-store interviews, focus
groups surveys, quantitative benchmark survey, instant ticket studies, and point of sale
analysis. An “Assessment of New Hampshire State Lottery’s Point of Sales Messages” was
handed out. Mr. Chavez explained that the point of sale analysis was done to reveal the
positive or potentially negative effects various advertising messaging have on overall sales.
The advertising messaging included overall brand messages, jackpot messages, instant
messages, payout messages, and permission messages. A total of 753 New Hampshire
lottery players were surveyed between July 12 and July 26, 2011.

The findings revealed the highest rated current messages were “Get In the Game”;
“NH Lottery has given back $1.4 Billion to local schools and students in New Hampshire”;
jackpot advertising of a $75 million Powerball Jackpot and a $250 million Mega Millions
Jackpot; and the $250,000 Tax Free Top Prize!” The “All Payout, No Taxes” message
performed better than any of the 23 total messages tested. Advertising possibilities for the
Lottery’s contributions to Education at the local and county levels were discussed.

A brief discussion was held regarding benefits and strategies for raising prize payout
percentages and the effect on sales. Chairman Douglas expressed her appreciation for the
beneficial report and research provided by Social Sphere. Plans for lottery advertising during
the primary were discussed. Director Mclntyre distributed a breakdown of prize payouts for
all United States Lotteries and their payout strategies for this year and next year. The $20
price point ranks high. Director Mclntyre discussed objectives for New Hampshire’s payout
structure, indicating a focus will be placed on the $5.00 and $20.00 price points.

5. FINANCIAL REPORT:
Kassie Strong, Chief Accountant, stated the draft June financials had been forwarded

to the Commission. Ms. Strong stated that it appeared the FY 11 net profit would be $62.2
million, pending any final adjustments made by the auditors. A transfer of $5.1 million was
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made to Education in July. The 2011 fiscal facts worksheet and SAS 70 system audit report
of Intralot were provided to the Commission.

Commissioner Holloway noted the sales increase in the $20 tickets. Mr. Preston
responded there were currently two strong selling $20 instant tickets, “Set for Life” and the
“$1 Million Cash Spectacular”. An update of the NH Millionaire 3 drawing was provided.

6. INTRALOT:

John Papile provided an update to the Commission. As of Monday, the active retailer
count was 1270 with 1451 terminals; 383 on 3-G; 760 on DSL; and 127 on VSAT. A total of
342 WinStations have been distributed to the retailers. There was no damage from Hurricane
Irene to the Intralot facilities in New Hampshire and Vermont. Preparations are underway
for the Lottery’s presence at the New Hampshire Motor Speedway (NHMS) from September
23rd-September 25™.  Over $10 million worth of inventory was shipped by Tel Sell in
August. 12 Hess locations are offering a promotion to lottery players visiting their stores.
The promotion offers players a free $2 Powerball ticket with Powerplay, when they purchase
a $5 Mega Millions ticket from September 1 through October 31.

Also running is a coupon promotion available through Valpak, Replay, and the
newspaper. Mr. Papile commended Irene Nadeau on her cooperative effort with Intralot for
the UAT testing for the coupon promotion. Director Mclntyre provided an update on the
status of the plans for the Lucky 4 Life game.

John Papile noted a significant sales increase this year over last year at NH Lottery’s
sales office and gave positive recognition to Julie O’Brien for her job performance. This was
also positively acknowledged by the Commission and Director.

Final specifications are being worked on for the Powerball subscription change to
$2.00, effective November 9™. Plans are underway to offer further discounts on all
subscriptions Eurchased during a two week promotion running December 11" through
December 24",

7. TRI-STATE REPORT:
A Tri-State meeting was not held in the past month, so there was nothing to report on.
The Commission expressed their condolences in memory of Dan Gwadosky, Executive

Director for the Maine State Lottery.

8. ADVERTISING:
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Maura McCann provided the advertising report. The summer lottery newsletter was
distributed. The winter newsletter was expected to be provided to the sales staff for
distribution in November. Television lottery commercials were forwarded to the
Commission on DVDS. An update of television productions was provided. Ms. McCann
reported on timeframes and the three methods of distribution for the coupon promotion.
Daily reporting on coupon redemptions will allow tracking for which method of distribution
was most effective. Commissioner Holloway stated he felt that the weekend newspaper
advertising before a holiday may not be as beneficial as publication on a regular weekend.
Commissioner Holloway suggested a coupon promotion specifically with the Liquor
Commission. An update was provided on the Request for Proposal (RFP) for the advertising
contract and included review and methods of advertising the RFP.

Ms. McCann stated the Lottery hopes to launch the Lucky 4 Life game in mid March,
2012, offering a top prize of $7,000 a week for life, which equates to $1,000 a day for life.

A discussion was held on extensive marketing plans for the Lottery at the NHMS
NASCAR event the end of September, 2011. The permissions campaign in October will
highlight lottery funding to Education. Possible promotional opportunities with the Liquor
Commission, such as coupons and instant ticket giveaways, will be discussed shortly for
implementation hopefully before the holidays. Travis York of GYK spoke positively about
the broader advertising approach that the Lottery was working collaboratively on with the
advertising agency. The Commission encouraged that the necessary specifications for any
software releases for the Liquor Commission be done in a timely manner. Director Mcintyre
stated there were several consecutive software releases scheduled including subscription
changes for November 9™; Powerball changes for January 15™; and hopefully the Lucky 4
Life changes for March 18"

9. OTHER BUSINESS:

Robert Preston responded to a Commission request regarding sales at a retailer
location in Stratham. Mr. Preston distributed a list of store closings and openings for the past
fiscal year. There were 48 store closings and 114 openings, 57 of which were Rite Aid store
openings. Mr. Preston stated there were 9 closings this month as a result of bankruptcies and
flooding caused by Hurricane Irene.

Topics for discussion were reviewed for two separate upcoming meetings with the
Governor and Liquor Commission.

Commissioner Holloway made a motion, seconded by Commissioner Scamman, to
adjourn the meeting at 3:00 p.m. So voted, unanimous.
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Debra Douglas, Chairman

Paul J. Holloway, Commissioner

Doug Scamman, Commissioner



