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SECTION 1: NARRATIVE,

a.

Current Situation:

Each weck. the Lottery conducts a total of 39 drawings. using ball machines, 1o determine the winnmg numbers for five
different On-line Lottery Games: Flonda Lotio (two drawings per week), Mega Money (two), Fantasy 5 (seven), Play 4
tfourteen) and Cash 3 (fourteen). {he drawings for Lotto, Mega Money and Fantasy 5 are broadcasted on fifteen local
television stations, Cash 3 and Play 4 drawings are not broadcasted on the eleven Enghsh-language or “general market”
stations. Instead. these stations graphically display the results during other programming  Cash 3 and Play 4 drawings are
broadcasted on the four Spanish-language stations. currently using a split screen.

I'he Lottery does not pay these stations to broadcast these drawings. However, because these particular stations are among
the leaders m each market. the Lottery separately purchases varying amounts of advertising 1 other time slots.

Drawing and Broadcast Costs: Potential Savings

The annual cost to the Lottery of conducting and broadcasting the On-line Game drawings amounts to approximately $1.3
mullion per year when both direct and indirect costs are considered. These cosis are summanized for the current and next
fiscal years in the attached TABLE 1. It 1s important to note that a substantial portion of the costs would remam even after
television broadcasts of the drawings ceased.

At seme point during the fourth quarter of the current fiscal year, the Lotiery will move the drawings from an offste studio
operated by a contractor to the Lottery’s new studio within the headquarters building. A competitive purchasing process
recently concluded with the selection of a production services vendor to provide the equipment and equipment operation for
the in-house studio.

Benefits of Televised Drawings

{he television broadcasts of pame drawings benefit the Lottery, and 1ts mission of generating educational enhancement
funding. 1n a number of ways:

Public Transparency. Subparagraph 24.105(9)(d). F.S., in provading the Lottery with authornity to adopt rules goverming
the method of selecting winning tickets, states in part: “However. 1f a lotlery tame involves a drawing, the drawing shall be
public . " By televising the drawings, the Lottery enables far more people around the state to witness the drawing and
judge for themselves the faimess and integnty of the winning number selection. A 2009 monthly survey of Flonda adults
found that §0% of Florda adulis were aware that the Lottery broadcasts its drawings. The year before, a more detailed
survey found that fifty-seven percent of respondents said that watching the televised drawings increased their belief that the
drawings were fair and honest and that 63% felt that the broadcasted drawings added to the credibility of the pames.

Entertainment Value: A big part of the enjoyment of playing a Lottery On-line Game is the anticipation that culminates
with the drawing of the winning numbers. For the On-line Game player. watching the drawing 1s analogous to the Scratch-
off Game player’s scratching the ticket.

Marketing/Promotional Opportunities: [he 30-60 seconds of air time for each drawing provide the Lottery with a vehicle
for promotional messages making players—and potenntal players—aware of new games, jackpot levels and special
promotions. In the same 2008 survey results referenced previously, 22% of respondents said that they watched the
drawings to learn about new games. As advertising professionals see it, each of these “mentions™ thal come with the
drawing broadcasts serves as a reminder to the public of the Lotlery brand. 'his opportumity 1s enhanced by the fact that the
stations carrying the drawings serve diverse regional markets. These stations feature the drawings within a local broadcast
format and often conduct local promotions featurning the Lottery product line.

A Local Presence; The game drawing broadcasts provide our customers with another way to stay connected with the
|
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Lottery. Carrier statons help locahze the Lottery by featuring the drawings wathun a local setting, and through local
promotions with the stations withun the diverse markets they serve,

b. Proposed Change:

It 1s assumed in this analysis that the Lottery’s appropriation for Paid Adverising Promotions would be reduced by an
amount equal to the cost savings reahzed from ending the drawing broadcasts, TABLE 5 presents two scenarnos (Low
Savmgs Model and High Savings Model) for what those cost savings nught be.

Not addressed here 15 the possibility that the Legislature would direct the Lottery, perhaps through proviso language n
the Appropriations Act, to stop televising drawings bul. rather than reducing the Lottery’s budget. require that cost
savings be re-directed to media placement for paid advertising. In that case, the EETF return from paid advertising
would not be reduced and might well be increased by what OPPAGA recently found was a better return from media
spending than from production spending,

SECTION 2: DESCRIPTION OF DDATA AND SOURCES

Lottery spending information from the Luttery’s Finance & Budget unit, Marketing unit and advertising agencies provide
the major dala sources for this analysis. This 1s supplemented by information collected from the monthly tracking survey
conducted by Ipsos-Reid, Inc.. for the Lottery  Analyses of the relationship between Loltery advertising spending and
Lottery generation of EE I'F were taken from previous Impact Analyses adopted by the REC and from a January 2010
QPPAGA report.

SECTION 3: METIHODOLOGY (INCLUDE ASSUMPTIONS AND ATTACH DETAILS)

I'he methodology used in this analysis centered on estmating a paid advertising or media value equivalent 1o the
television air ume that results from the Lottery’s broadcast of over 2,000 drawings annually. Two different sets of
calculations were done to estimate the annual value of the game drawing air time and messaging.

The Lottery analyzed the monthly cost of Lottery paid advertising per 30-second increment of air time for the current
fiscal year, then applied that average cost to the air ime used 1n Lottery drawing broadcasts. TABLIS 2 and 3 show how.
that calculation yielded an annual media value fipure of $2.9 mullion,

Similarly, but independently. the Lottery’s General Market advertising agency, St. John & Partners, analyzed the media
value of the current Lottery advertising on a middle-sales, middle media-cost television station in Jacksonville (TABLI
4). T'hat analysis yielded an annual media value for airng the Lottery drawings (excluding the Powerball drawings) of
$164,000 for that one station. Taking this value as an average, the media value of the drawing broadcasts over the fifteen
carmier slations statewide would be estimated at $2.5 million.

Once a value for televising the draws was estimated, the task of calculating the potential cost savings remamed. Here too,
two approaches were used. The first assumed that the Loitery would produce broadcast-quality recordings of the
drawings but make them available only by downloading from the Lottery website (Low Savings Model in {ABLE 51,

Fhe second approach assumed that the Lottery would record the drawings solely to fulfill secunity and auditing purposes
(High Savimgs Model in TABLE 5).
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SECTION 4: PROPOSED FISCAL IMPAC)

State Impact: FY 2010-11 FY 2010-11 FY 2011-12 Y 2012-13 FY 2013-14
| All Funds Cash Annuahized Cash Cash ; Cash
IHigh 9.1) 9.1) (9.1 9.1 t9.1)
Middle {3.7) 3.7 3.7) (3.7) {3.7)
Low (2.2) (2.2) 2.2) (2.2) (2.2)
SECTION 5: CONSENSUS ESTIMATE {ADOPTED
FY 2010-11 FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14
Cash Annualized Cash Cash Cash

| General Revenue
State ['rust
. lotal State Impact

['otal Local Impact

I'otal Impact
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