COMMISSION AGENDA ITEM

Item 9(d) — Lead Marketing and Advertising Agency Contract Award

Date: June 16, 2026
To: California State Lottery Commission
From: Harjinder K. Shergill Chima, Director - #£¢

Prepared by: Sharon Allen, Deputy Director, Sales & Marketing Division

Subject: Item 9(d) — Lead Marketing and Advertising Agency
Contract Award

ISSUE

The California State Lottery (Lottery) seeks Commission approval to enter a contract for lead
agency marketing and advertising services with Butler, Shine, Stern & Partners.

BACKGROUND

The Lottery’s lead marketing and advertising agency is responsible for developing the strategy,
creative, and media planning necessary to advance the Lottery’s strategic objectives and mission.
Working collaboratively with Lottery staff, the lead agency guides overall strategic development
across the integrated agency team, produces creative for the general market, and manages media
planning and buying for all paid advertising programs including in-language audience segments,
public affairs, and other corporate initiatives.

The Lottery requires a highly creative agency with best-in-class capabilities in strategic planning,
creative development, and media planning and buying. The lead agency must be capable of
developing breakthrough, highly-integrated marketing and advertising programs that deliver
contextually relevant communications and experiences to elevate the Lottery brand and drive
sales.

The Lottery’s current lead agency contract expires on October 31, 2026. In anticipation of the
expiration, the Lottery released Request for Proposal (RFP) R002925 on July 28, 2025, to solicit
bids for these services. The RFP provided a detailed description of the solicitation process,
minimum contractor qualifications, projected solicitation timetable, scope of work, evaluation
criteria, and draft contract terms and conditions.

The RFP was posted on the Lottery’s public website and the California State Contracts Register.
Additionally, a notification of the RFP was sent to the database of the Lottery’s vendors and a list
of advertising and marketing agencies to increase the number of potential proposers. The Lottery
also advertised the RFP on industry-specific websites and in trade publications.

DISCUSSION
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The RFP process consisted of three phases, each with a diverse Lottery evaluation team comprised
of members across Marketing, subject matter experts, and representatives from Procurement
Services and Support. The first phase focused on agency capabilities and current samples of work.
The second phase consisted of agency site visits focusing on chemistry and culture checks. The
third phase focused on a strategic work assignment and the evaluation of staff plan and
compensation proposals.

Phase |

Phase | was open to all agencies and joint ventures that met specified minimum qualifications
associated with the number of years of experience performing advertising and marketing services,
minimum employees, minimum billings, and business requirements (e.g., licensed to do business
and have an office in California). Agencies were required to submit an introduction letter, agency
fact sheet, profile of the agency, two full campaign case histories of their recent and relevant
campaign work, and two media case histories that demonstrated the agency has the strategic and
creative skills the Lottery seeks.

Twenty agencies, including partnerships and joint ventures, submitted proposals in response to the
RFP: 1) Allied Global Marketing; 2) ARGONAUT; 3) Butler, Shine, Stern & Partners; 4) Converge;
5) David&Goliath; 6) Dentsu; 7) The Marketing Arm; 8) Mediahub; 9) Moburst US; 10) Monks; 11)
Pereira O’Dell; 12) Power Digital; 13) Quigley Simpson; 14) Saatchi & Saatchi; 15) 72andSunny;
16) The Shipyard; 17) Traffik; 18) Truth; 19) VICE; and 20) VML.

Phase Il — Semi-Finalist

Of the 20 agencies that participated in Phase I, the following 10 agency teams advanced to Phase
[I: 1) Butler, Shine, Stern & Partners; 2) David&Goliath; 3) Dentsu; 4) The Marketing Arm; 5)
Mediahub; 6) Pereira O’Dell; 7) Quigley Simpson; 8) The Shipyard; 9) 72andSunny; and 10) VML.

The semi-finalist phase (Phase Il) included on-site meetings at agency offices with the Lottery
evaluation team and the semi-finalists. The purpose of these meetings was to provide each agency
the opportunity to give the evaluation team a sense of their agency that went beyond the written
proposal and description of credentials that were submitted and evaluated in Phase |. Additionally,
the evaluation team wanted to personally meet with the staff who would be assigned to the Lottery
account to assess the depth of resources, measure the strategic process, and evaluate the intensity
of the agency’s interest and commitment to the Lottery business.

Phase |l — Finalist

Of the 10 agencies that participated in Phase I, the following six agency teams advanced to Phase
lll, or the finalist phase: 1) Butler, Shine, Stern & Partners; 2) David&Goliath; 3) Dentsu; 4)
MediaHub; 5) Pereira O’Dell; and 6) 72andSunny.

In Phase lll, the six finalists were asked to prepare and present a Lottery-specific work assignment.
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The Lottery was looking for each finalist agency’s recommendations and creative capabilities, as
well as the analytical and strategic thinking used to support the proposed direction. Finalists also
provided a staff plan and compensation proposal to demonstrate how they would staff the Lottery
account and to present their respective compensation requirements, which would be evaluated on
both a stand-alone and comparative basis.

Competitive Range and Best Value Analysis

As part of the best value analysis, a competitive range process was established for the three finalists
with the highest combined scores in Phase lll. During the competitive range process, the agencies
were offered an opportunity to adjust and improve their proposals. These agency teams were 1)
Butler, Shine, Stern & Partners; 2) David&Goliath; and 3) 72andSunny.

After receiving the final proposals from each finalist, the evaluation team performed the best value
analysis to determine which agency proposal would provide the Lottery with the maximum benefits
in the areas of competence, experience, qualifications, performance, security, and price.

As a result of this analysis, the evaluation team determined that Butler, Shine, Stern & Partners, an
advertising agency founded in 1993 and headquartered in Sausalito, California, would provide the
Lottery with the best value in all the desired areas. Butler, Shine, Stern & Partners demonstrated the
ability to deliver strategic and creative solutions that will address the business objectives, challenges
and competitive landscape, and support the Lottery’s growth in the years ahead.

Butler, Shine, Stern & Partners brought forward innovative thinking, exceptional creativity, and clear
strategic leadership. They demonstrated a robust command of player insights, data, and category
dynamics, translating these into a cohesive strategic platform that aligns well with the Lottery’s goals.
The overall quality of Butler, Shine, Stern & Partners and its team are exemplified by its ratings in
the three phases of the RFP. Butler, Shine, Stern & Partners consistently rated “Significantly
Exceeds” in all phases of the evaluation process.

Staff recommends a maximum authorized contract expenditure amount of $550 million, based on
an analysis of historical expenditures, anticipated future initiatives, and a moderate inflation rate
during the initial term of the contract.

RECOMMENDATION

Lottery staff recommends that the Commission approve the contract award for lead marketing and
advertising services to Butler, Shine, Stern & Partners for five years with the Lottery’s unilateral
option to extend the contract for up to two additional one-year terms, with a maximum authorized
contract expenditure of $550 million.
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