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STATEWIDE ELEMENTS

THE MISSION OF TEXAS STATE GOVERNMENT

Texas State Government must be limited, efficient, and completely accountable. It should foster oppor-
tunity and economic prosperity, focus on critical priorities, and support the creation of strong family
environments for our children. The stewards of the public trust must be men and women who adminis-
ter state government in a fair, just, and responsible manner. To honor the public trust, state officials must
seek new and innovative ways to meet state government priorities in a fiscally responsible manner.

Aim high. . . . We are not here to achieve inconsequential things!

THE PHILOSOPHY OF TEXAS STATE GOVERNMENT

The task before all state public servants is to govern in a manner worthy of this great state. We are a great
enterprise, and as an enterprise we will promote the following core principles:

• First and foremost, Texas matters most. This is the overarching, guiding principle by which we will 
make decisions. Our state, and its future, is more important than party, politics, or individual 
recognition.

• Government should be limited in size and mission, but it must be highly effective in performing the
tasks it undertakes.

• Decisions affecting individual Texans, in most instances, are best made by those individuals, their 
families, and the local government closest to their communities.

• Competition is the greatest incentive for achievement and excellence. It inspires ingenuity and 
requires individuals to set their sights high. And just as competition inspires excellence, a sense of 
personal responsibility drives individual citizens to do more for their future and the future of those 
they love.

• Public administration must be open and honest, pursuing the high road rather than the expedient 
course. We must be accountable to taxpayers for our actions.

• State government has a responsibility to safeguard taxpayer dollars by eliminating waste and abuse, 
and providing efficient and honest government.

Finally, state government should be humble, recognizing that all its power and authority is granted to it
by the people of Texas, and those who make decisions wielding the power of the state should exercise
their authority cautiously and fairly.

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period
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RELEVANT STATEWIDE GOALS AND BENCHMARKS

Following are the statewide goals and benchmarks that are relevant to the activities of the Texas Lottery
Commission. 

ECONOMIC DEVELOPMENT

Priority Goal: To foster economic opportunity, job creation, capital investment, and infrastructure devel-
opment by promoting a favorable business climate, addressing transportation and housing needs, and
developing a productive workforce.

Relevant Benchmarks:
• Per capita gross state product
• State taxes per capita as a percent of personal income
• Texas unemployment rate
• Median household income
• Net number of new non-government, non-farm jobs created
• Number of new small businesses created
• Percent of the small communities' population benefiting from public facility, economic 

development, housing assistance, and planning projects

REGULATORY

Priority Goal: To ensure Texans are effectively and efficiently served by high-quality professionals and
businesses through clear standards, compliance, and market-based solutions.

Relevant Benchmarks:
• Percent of documented complaints to licensing agencies resolved within six months
• Percent of new and renewed licenses issued via Internet

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period
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RELEVANT STATEWIDE GOALS AND BENCHMARKS (CONT’D)

GENERAL GOVERNMENT 

Priority Goal: To support effective, efficient, and accountable state government operations and to provide
citizens with greater access to government services while reducing service delivery costs.

Relevant Benchmarks:
• Total state taxes per capita
• Total state spending per capita
• State and local taxes per capita
• Number of state services accessible by Internet 
• Savings realized in state spending by making reports/documents/processes available on the Internet 

HEALTH AND HUMAN SERVICES

Priority Goal: To reduce dependence on public assistance through an efficient and effective system that
promotes the health, responsibility, and self-sufficiency of individuals and families.

• Percent of parents awarded child support payments who receive them

Texas Lottery Commission programs and strategies also indirectly support the following statewide goals.

EDUCATION—PUBLIC SCHOOLS

Priority Goal: To ensure that all students in the public education system are at grade level in reading and
math by the end of the third grade and continue reading and developing math skills at appropriate grade
level through graduation, demonstrate exemplary performance in foundation subjects, and acquire the
knowledge and skills to be responsible and independent Texans. 

PUBLIC SAFETY AND CRIMINAL JUSTICE

Priority Goal: To protect Texans from crime by quick and fair enforcement of laws, maintain statewide
emergency and disaster preparedness and response, police public highways, and to confine, supervise,
and rehabilitate offenders.

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period
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AGENCY VISION To be the preeminent Lottery and Charitable Bingo agency through 

innovative leadership.

AGENCY MISSION

Texas Lottery: The Texas Lottery is committed to generating revenue for the State of Texas through the
responsible management and sale of entertaining lottery products.  The Texas Lottery will incorporate
the highest standards of security and integrity, set and achieve challenging goals, provide quality cus-
tomer service and utilize a TEAM approach.

Charitable Bingo: Provide authorized organizations the opportunity to raise funds for their charitable
purposes by conducting bingo. Determine that all charitable bingo funds are used for a lawful purpose.
Promote and maintain the integrity of the charitable bingo industry throughout Texas.

AGENCY CORE VALUES

Integrity and Responsibility - The Commission works hard to maintain the public trust by protecting
and ensuring the security of our lottery games, systems, drawings and operational facilities.  We value
and require ethical behavior by our employees, licensees and vendors.  We promote the integrity of chari-
table bingo in Texas for the benefit of charitable organizations.

Innovation - We strive to incorporate innovation into our products to provide the citizens of Texas with
the best entertainment experience available through our products.  We pursue the use of technology that
enhances the services that we provide to our customers and reduces our operating expenses.

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period
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AGENCY CORE VALUES (CONT’D) 

Fiscal Accountability - We emphasize fiscal accountability by ensuring that all expenditures directly or
indirectly generate revenue, enhance security, fulfill regulatory requirements, improve customer service
and/or boost productivity.  We recognize our responsibility in generating revenue for the State of Texas
without unduly influencing players to participate in our games.  We maximize benefits to charities
through the continual examination and review of charitable bingo operations.

Customer Responsiveness - The Commission takes pride in providing exemplary service to the people of
Texas through the courteous dissemination of clear and accurate information about our products, 
services and regulatory functions.  We seek and respond to feedback expressed by our employees, retail-
ers, licensees and the playing and non-playing public.  We apply this feedback in the development of our
products and in the services that we provide.  

Teamwork - We are committed to creating an environment of mutual respect where open, honest com-
munication is our cornerstone.  We embrace the diversity of our team and individual perspectives in
working together to achieve our common goals.  

Excellence - We strive for excellence by taking a position of leadership on issues that impact the
Commission and achieve challenging goals by focusing on our core values.

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period

5



I. OVERVIEW

A. Main Functions

The Texas Lottery Commission has two main
functions:

The Texas Lottery Commission is charged under
the State Lottery Act with administrating Texas
Lottery games in an efficient and secure manner
using appropriate marketing tools and innovative
technology to generate revenue for the State of
Texas while enhancing public confidence in the
integrity and fairness of the games.

The Charitable Bingo Operations Division is
charged under the Bingo Enabling Act with the
regulation and administration of all charitable
bingo-related activities in the state of Texas and
contributes to the regulatory and tax and revenue
collection functions of the agency. The Division
licenses all bingo-related activities; collects taxes
and prize fees generated from the conduct of
charitable bingo; audits bingo licensees; conducts
tests on bingo products intended for use in
Texas, such as bingo paper, pull-tabs and elec-
tronic equipment; and makes quarterly alloca-
tions to local units of government for their share
of the prize fees collected. 

B. Statutory Authority

Article III, Section 47, of the Texas Constitution,
the State Lottery Act (Chapters 466 and 467,
Government Code) and the Bingo Enabling Act
(Occupations Code, Chapter 2001) are the oper-
ative statutes for the Texas Lottery Commission.

These statutes set out the primary duties and
powers of the Commission, which are to admin-
ister and appropriately market the Texas Lottery
and to regulate charitable bingo in Texas.

The mission and performance of the Texas
Lottery Commission are currently being reviewed
by the Legislature as required under the Texas
Sunset Act. The Texas Sunset Act provides that a
group of ten legislators and two public members,
the Sunset Advisory Commission, must periodi-
cally evaluate a state agency to determine if the
agency is needed and is effective, and whether
improvements are needed to ensure that tax dol-
lars are well spent. The Texas Lottery Commission
was reviewed in 2002, but the legislation con-
taining the Sunset Advisory Commission’s rec-
ommendations did not pass the 78th Legislature.
Instead, the Legislature passed House Bill 2455
to continue the Texas Lottery Commission until
2005 and to require the Sunset Advisory
Commission to review the appropriateness of its
2002 recommendations regarding the agency.

The agency has proceeded to implement the
Sunset Advisory Commission’s Management
Recommendations included in its 2002 report.

After the Sunset Commission completes the
review on the appropriateness of the 2002 rec-
ommendations, the Sunset Advisory Commission
will publish its staff report. Thereafter, the Sunset
Commission will conduct a public hearing to
provide an opportunity for the agency to formal-
ly respond to the recommendations, and to allow
for public comment. Based on the public input
and the staff report, the Sunset Advisory

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period
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Commission will adopt recommendations for the
79th Legislature to consider when it convenes in
January 2005. If the Sunset Advisory
Commission recommends an agency to be con-
tinued, the Sunset Advisory Commission must
provide draft legislation to the Legislature to con-
tinue the agency for up to 12 years.

C. Historical Perspective

On August 26, 1991, HB 54, creating a lottery
in Texas, was passed during a special session of
the 72nd Legislature. On November 5 of that
same year, HJR 8, containing the constitutional
amendment to authorize a state lottery, was
approved by Texas voters.

The Texas Lottery began generating revenue for
the State of Texas in 1992, initially as a division
within the Comptroller of Public Accounts. It
became a separate, independent agency on
September 1, 1993, through the authority of HB
1587 as passed by the 73rd Texas Legislature,
Regular Session. 

In 1979, the 66th Legislature, Regular Session,
passed SJR 18, proposing a constitutional
amendment to authorize bingo games for chari-
table purposes on a local option basis. At the
time of the constitutional amendment, bingo was
prohibited by Article III, Section 47, of the Texas
Constitution. However, in many communities,
the law was selectively enforced. The purpose of
the constitutional amendment and the ensuing
enabling legislation was to provide for uniform
regulation so that charitable bingo would be con-
ducted fairly.

In 1980, Texas voters approved a constitutional
amendment authorizing charitable bingo. The
amendment requires all bingo proceeds to be
spent in Texas for charitable purposes. The Texas
Legislature adopted the Bingo Enabling Act in
1981, and the first licenses were issued in spring
1982. Bingo has been regulated by three different
agencies since its inception. From 1982 to 1990,

Charitable Bingo was a division of the
Comptroller’s Office. From 1990 to 1994, the
Division was part of the Texas Alcoholic
Beverage Commission. Since 1994 Charitable
Bingo has been part of the Texas Lottery
Commission. 

House Bill 2771, 73rdLegislature, Regular
Session, transferred regulatory authority for char-
itable bingo to the Texas Lottery Commission,
effective April 1, 1994. 

D. Texas Lottery® Games 

The Games of Texas are the body of games that
the Texas Lottery makes available to the playing
public. These include instant games and on-line
games. As of May 2004, five on-line games and
approximately 80 instant games constitute the
fiscal year 2004 game portfolio. 

Instant Ticket Games 

Also referred to as “scratch-off ” or “scratch”
games, instant ticket games consist of preprinted
tickets with symbols hidden under a latex cover-
ing. The player scratches off the latex and deter-
mines “instantly” whether or not a prize has been
won. Instant tickets include a variety of themes,

play styles, and prize structures in order to offer a
good game mix to each of the player segments.
Popular game themes include gaming, money,
numbers, seasons, and animals. 

7
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Play styles include matching like dollar amounts or
symbols, tic-tac-toe games, key number or symbol
matches, beat score, and add-up games.
Enhancements to play styles, such as “doubler” fea-
tures and “automatic win” symbols, give added
value to the games. Players enjoy multiple chances
and multiple ways to win on each ticket.

Prizes for current instant games range from $1 to
$2 million. Typically, $1 tickets offer a top prize of
no more than $5,000, while $2, $3, $5, $7, $10
and $20 games offer higher top prizes.

Whereas on-line games have a set number of draws
scheduled each week, instant ticket games offer the
possibility of immediate gratification with cash and
non-cash prizes. Most instant ticket purchases are
impulse buys. Therefore, it is important to create
games that are attractive to players, provide fre-
quent opportunities to win, and offer a variety of
prizes per game. In response to market research
findings, the Texas Lottery has also added specific
prize amounts to the faces of the tickets, restruc-
tured the top prize payouts so that they are relative
to the cost of the ticket, and varied the overall prize
structures for differently priced tickets.

On-line Games 

The industry term on-line game does not refer to
an Internet-based game but, rather, to the fact
that the game tickets are generated from a termi-
nal connected to a central system. The terminal
in the retailer locations is said to be “on-line”
with the lottery operator’s central computer in
Austin. The lottery operator for the Texas Lottery
is GTECH Corporation®. A drawing is held to
determine a set of winning numbers.

Most on-line games require the player to select
from a pool of numbers. When the pool consists
of 37 numbers, for example, and a player selects
five numbers from the pool, the game is
described as having a 5-of-37 matrix. In order to
win the largest prize, the player’s ticket must cor-
rectly match all five numbers. Players also have

the option of having their numbers randomly
generated by the on-line terminal, by choosing
the Quick Pick option.

The Texas Lottery’s current on-line game offer-
ings include Mega Millions with the add-on
Megaplier feature, Lotto Texas, Pick Three, Cash
Five, and Texas Two Step.

Mega Millions™

In October 2003,
Texas became the
eleventh state to
join Mega Millions,
marking the first
time that Texas has ever participated in a multi-
state lottery game. Sales began on Wednesday,
December 3, and the first drawing was held on
Friday, December 5.

Mega Millions players choose five numbers from 1
to 52 from the first field of numbers, and one
Mega Ball number from 1 to 52 from the second
field of 52 numbers. They can choose their own
numbers or use the Quick Pick option. Players
must match the five numbers plus the Mega Ball
to win the jackpot, which starts at $10 million and
rolls until it is won. Each ticket costs $1 per draw-
ing. Players must select their jackpot payment
option, Cash Value Option or 26 Annual
Payments, at the time of the ticket purchase. For
added convenience, Multi Draw is available up to
10 drawings. 

Texas is the only participating Mega Millions state
to offer players a chance to increase their non-
grand/jackpot prize winnings through a special fea-
ture called Megaplier™. For $1 more per play
board, players can increase their non-grand/jackpot
prize winnings by 2, 3, or 4 times. The Megaplier
number is selected from a field of 21 numbers
before each Mega Millions drawing using a random
number generator with an animated draw system.
Each Megaplier drawing is taped in Texas prior to
the Mega Millions drawing in Atlanta, which is

PMS 485 PMS 2738 PMS 109 PMS 430
or 60% Blk
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held Tuesdays and Fridays at 10:00 p.m. Central
Time. Tapes of the two drawings are then
merged and broadcast via satellite to Texas televi-
sion stations at 10:12 p.m. Central Time.

Lotto Texas™

As the first on-
line game to be
introduced in
Texas, Lotto Texas remains the flagship in-state
game of the Texas Lottery. Sales for Lotto Texas
began on November 7, 1992. The first Lotto
Texas drawing was held on November 14, 1992. 

The starting jackpot for Lotto Texas has been
increased twice in its 12-year history. When the
game first started, the jackpot began at $2 mil-
lion. The starting jackpot increased to $3 million
in January 1994, and increased to $4 million in
January 1995. 

Lotto Texas has undergone two matrix changes.
From 1992 until July 2000, Lotto Texas players
picked six numbers between 1 and 50. Lack of
jackpot growth was a key factor in the decline of
Lotto Texas sales beginning in Fiscal Year 1998.
Lotto Texas jackpots were $10 million, or below,
61 percent of the time. Reported player partici-
pation and spending declined substantially,
according to the research tracking studies con-
ducted on behalf of the Texas Lottery
Commission. 

The matrix was changed for the first time in July
2000, and players then chose six numbers
between 1 and 54. During Fiscal Year 2001, the
first full year with the new 6-of-54 matrix, Lotto
Texas sales topped $695 million, an increase of
19 percent over Fiscal Year 2000. Shortly after
the matrix change, one of the game’s largest jack-
pots, $85 million, was reached for the drawing
on March 7, 2001. 

In order to strengthen Lotto Texas in preparation
for a possible multijurisdictional game offering, a
second matrix change was implemented on May

4, 2003. Players now choose five out of 44 num-
bers and then one bonus ball number from a sec-
ond field of 44 numbers. In order to win the
jackpot, players must match all five numbers
drawn plus the bonus ball number drawn. The
new matrix and payout structure, while increas-
ing the odds of winning the jackpot prize,
improved the overall odds of winning any prize
to 1 in 57, the exact overall odds from the origi-
nal 6-of-50 matrix. In addition, there are now
eight prize tiers, or categories, providing players
more ways to win.

A record Lotto Texas jackpot of $145 million was
reached for the drawing on June 19, 2004. 

Players can make up to five plays on one play
slip. In addition, they can play their selected
numbers for up to 10 drawings in advance by
using the Multi Draw feature. They can choose
their own numbers or use the Quick Pick option. 

Lotto Texas drawings are conducted every
Wednesday and Saturday at 10:12 p.m. Central
Time and have been made available via satellite
to television stations across the state since the
first drawing in 1992. 

Pick 3™

Pick 3 was
added to the
on-line game
mix in October 1993. In March 2002, the Texas
Lottery Commission approved the addition of a
Pick 3 day drawing. The additional drawing was
estimated to increase sales for Pick 3 by 6 percent
and to bring an additional $4.6 million in addi-
tional revenue to the State each fiscal year. 

Sales for the day drawing began on Sunday, April
28, 2002, and the first day drawing took place
on Monday, April 29, 2002. Drawings are held
twice daily every Monday through Saturday at
12:27 p.m. and 10:12 p.m. Central Time.
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Pick 3 offers players a 50-cent play, 12 drawings
a week (six day and six night drawings), and a
top prize of $500 (on a $1 play). Players select
three numbers from 0 to 9 and choose the way
they want to play. They have four choices for
how they can play their 3-digit number: Exact
Order, Any Order, Exact/Any Order, or Combo.
Players can choose to play their numbers for up
to 12 consecutive day draws only, 12 consecutive
night draws only or 12 consecutive day and night
drawings, by using the Multi Draw feature. The
cost of a play is dependent on the play style
selected, the amount wagered and the number of
drawings played. A play could cost as little as 50
cents for a single Exact Order or Any Order play,
or as much as $360 on a combination play where
the numbers are played for 12 draws. 

Cash Five™

The first five-digit game
introduced in Texas,
Cash 5 was a 5-of-39
lotto-style matrix when
it was first added to the
on-line game mix in
October 1995. After seven years of existence with
minimal changes, in April 2002, the Texas
Lottery Commission approved changes that
would refresh the Cash 5 game and result in
more chances to win and better overall odds. The
revised game, marketed as Cash Five, started in
late July 2002 with a 5-of-37, lotto-style matrix.
This matrix, along with a new “match 2 of 5”
prize tier and overall odds of 1 in 8, helped move
the game from being one of the most difficult
five-digit games in the country to win, to one of
the easiest. Projected revenue for the State was an
additional $4 to 5 million per year.

Players win by matching two, three, four or five
of five numbers drawn. If no ticket matches all
five numbers drawn, the prize pool set-aside for
the top, or 5-of-5, prize rolls down or is allocated
to the 4-of-5 prize. The 4-of-5 prize increases
accordingly. Players can choose their own num-

bers or use the Quick Pick feature. Players can
also play their numbers for up to 12 drawings in
advance by using the Multi Draw feature. Cash
Five also offers an Advance Play option, where
players can choose the day they want to start
playing their numbers. On average, there are
approximately 50,000 winners per drawing.

Cash Five drawings are held daily, every Monday
through Saturday night, at 10:12 p.m. Central
Time.

Texas Two Step®

Texas Two Step
was the fifth on-
line game intro-
duced in Texas as a replacement game for Texas
Million, a game that was not embraced by players
or retailers and did not perform as projected.
Texas Two Step, first marketed to Texans as the
game that’s “Easy to Play and Fun, to Boot,”
developed and maintained a loyal player base
that seemed to relate to the game named after a
renowned Texas dance step. 

Texas Two Step is a 4-of-35 plus 1-of-35 bonus
ball on-line game. Players select four numbers
plus a bonus ball number for a chance to win the
jackpot prize. If no ticket correctly matches all
four numbers plus the bonus ball, the jackpot
rolls over (grows) until a ticket(s) matches all four
numbers plus the bonus ball for a given draw. 

Jackpots start at $200,000. There are seven dif-
ferent ways to win, and all prizes, including the
jackpot prize, are paid in one lump sum. Players
win a guaranteed $5 prize for matching just the
bonus ball. Players can also win a guaranteed $7
prize for matching one number from the first set
of four numbers plus the bonus ball. Players can
choose their own numbers or use the Quick Pick
feature. Players can play their numbers for up to
ten drawings in advance by using the Multi
Draw feature. 
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In April 2004, the Texas Lottery Commission
adopted proposed amendments to the Texas Two
Step game rule, 16 TAC §§401.312, which
allowed the Executive Director flexibility to
change the drawing schedule and draw days of
the Texas Two Step game without first undergoing
a rule change. The progress of Texas Two Step had
been monitored ever since the Texas Lottery
joined Mega Millions in December. Due to a
decline in sales, the decision was made to change
the Texas Two Step draw days to Mondays and
Thursdays. The intent of this change was to
reduce the competition that Texas Two Step faces
from Mega Millions on Tuesday and Friday draw
nights and to offer players a jackpot-style game
every night of the week except Sundays.

E. Charitable Bingo 

Bingo is the oldest
form of legalized
gaming in Texas.
The playing of
charitable bingo
has been approved by voter referendum in 157 of
the 254 counties in Texas. Although the original
bingo game of fixed numbers and patterns has
not changed over the years, the style of play and
the venue of play vary widely and are determined
by the players themselves. 

In Texas, all bingo games are required to be con-
ducted by licensed charitable organizations, with
the exception of groups or organizations that
qualify for exemption from licensing as defined
by the Tex. Occupation Code §2001.551. Types
of organizations that may be eligible for exemp-
tion are organizations conducting bingo on
behalf of persons 60 years of age or over, senior
citizens’ associations, community centers operat-
ed or funded by a governmental entity, nursing
homes and hospitals certified by the Texas Health
Department, and retirement homes.

Charitable bingo locations may range from a
church hall in a rural area to a large “commercial
hall” in an urban center. A commercial hall is a
licensed facility where more than one licensed
charitable organization conducts bingo. The
venue and style of play dictate the pricing of
bingo products and the prize amounts awarded.
The traditional bingo game is generally low-
stakes, is conducted on the charitable organiza-
tion’s property (post, lodge, church hall, etc.) in
predominantly rural areas, and is characterized
primarily as a social event. Bingo games are often
conducted by volunteers at a relatively slow pace,
with a large number of games being played for
long periods of time. Games awarding large
prizes are usually played in urban-area commer-
cial halls. These games generally are conducted
by paid employees, are enhanced with electronic
player aids, and are fast-paced, with fewer games
played over a shorter amount of time.

Style of Play 

Bingo is a game of chance played with a field of
75 numbers and a game card. Each game card
has 24 different preprinted numbers enclosed
within 5 columns and 5 rows with a free spot in
the middle. Each column on a bingo card starts
with one of the letters in the word B-I-N-G-O.
The column letters are used to group and more
easily identify the numbers contained in each
column below:

Column Numbers   Number
 Contained  range
 B 5  1-15
 I 5  16-30
 N *4  31-45  
 G 5  46-60  
 O 5  61-75                  

 * Center spot is free.
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Game cards come in two forms—disposable
paper sheets, and hard permanent cards.

The paper cards are generally marked with a spe-
cial colored ink marker called a dauber.
Permanent cards may have little shutters or win-
dows that can be slid over the number when it is
called. There are 75 lightweight bingo balls, each
printed with one of the letter/number combina-
tions previously identified. They are encased in
either a ball cage or a blower where they can be
spun around to ensure that each pick is random.
After a bingo ball is selected, its number is
announced by the caller and displayed on an
electronic board for all players to see. The process
of selecting and calling the balls is repeated until
one or more players cover the selected pattern for
that game and shout, “Bingo!” 

Bingo games are played out in many different
predetermined patterns, the most common being
a straight line in any direction: vertical, horizon-
tal or diagonal. Many other patterns may be cho-
sen for play, including a “coverall,” in which all
of the numbers on the winning player’s card are
selected. 

Bingo Paper

Bingo paper is usually manufactured and sold in
sheets of paper that have one or more bingo card
faces on each sheet, generally referred to as “ons.”
They are also manufactured and sold as single or
multiple sheets, generally referred to as “ups.”
The number of sheets normally corresponds with
the number of games being played. A 12-on-10-
up sheet would consist of 10 sheets for 10 games
with 12 card faces on each sheet. For purposes of
security and accountability, each sheet has an
identifying serial number and card number.     

Electronic Bingo

In 1995, the Texas Legislature authorized the use
of electronic card-minding devices. These are
mechanical, electronic, electromechanical or
computerized devices, including related hardware
and software, that are interfaced with or connect-
ed to equipment used to conduct a game of
bingo and that allow a player to store, display,
and mark bingo card faces. The device is prepro-
grammed to play multiple games of bingo with a
fixed number of card faces, the maximum of
which is normally determined by state gaming
rules and regulations. The maximum number of
card faces allowed in Texas is 66 card faces per
game. Card-minding devices are usually sold as
stationary units or portable (hand-held) units.
Players often play bingo with paper products in
conjunction with monitoring the card minder(s).
The newest form of card minders incorporates
multimedia capabilities of cable TV broadcasts or
standard computer games. 

Instant (Pull-tab) Bingo

Instant (pull-tab) bingo is a form of bingo played
using a folded or banded ticket, or a card with
perforated tabs on one side, made completely of
paper products, the face of which is covered or
hidden to conceal numbers, symbols or letters.
Some of the configurations of numbers, symbols
or letters have been designated in advance as
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prizewinners. Instant (pull-tab) bingo emerged in
the 1970s as a popular fundraising game for
charities and found easy acceptance in bingo
games. The sale of instant (pull-tab) bingo spread
to other locations, such as fraternal clubs, service
clubs and veterans organizations, and into tav-
erns, depending upon state regulations. 

Game participants open the perforated tabs and
compare the configurations with game informa-
tion provided on the front of the tickets, or on
sheets called flares, in order to determine whether
a particular ticket is a winner. The flare also
shows the number of cards in the set or deal,
how much money should be collected from the
sale of all the tickets, and the total dollar amount
of the prize payouts. The form also shows the
profit amount if all of the game cards are sold,
the payback percentage, and the win ratio. Ticket
prices normally range from 25 cents to $1, with
individual prizes ranging from 50 cents to $750.
Prize payouts generally range from 65 to 70 per-
cent of total box sales. In Texas, the prize payout
must be at least 65 percent. For security purpos-
es, each set or deal of cards is factory sealed and
given a unique serial number. 

Instant (pull-tab) tickets come in a variety of
themes that are designed for instant payouts, and
the sets or deals come in a wide range of ticket
counts. The newest style of instant (pull-tab)
tickets, which has become overwhelmingly popu-
lar with bingo players as well as profitable for the
charities, is called an “event” ticket. Event tickets
include the same features of regular pull-tabs but
incorporate a second level of play that provides
an additional opportunity to win. Event ticket
winners are determined by some subsequent
action, such as drawing a ball(s), spinning a
wheel, opening a seal on a flare, or any other
approved action, as long as that action has desig-
nated numbers, letters, or symbols that conform
to the randomly selected numbers or symbols. 

A major advantage of event tickets is that they
come in much smaller ticket counts per set or

deal and the major “event” winners are not paid
until all tickets are sold, which guarantees the
exact stated profit per set or deal. On September
25, 2002, the Charitable Bingo Operations
Division approved 34 new styles of instant (pull-
tab) games for sale in Texas, including the new
event tickets. Gross receipts for instant (pull tab)
sales in 2003 increased by $40,719,837 over the
prior year, an increase of 46 percent.  

Instant (pull-tab) tickets are generally sold in the
bingo hall by floor ushers or out of a special area
designed solely for pull-tab sales. They may also
be sold from mechanical dispensing machines. 

F. Key Service Populations

The agency serves a number of direct and indi-
rect customers. The primary direct customers of
the Texas Lottery Commission include lottery
players and licensed retailers, charitable bingo
players and licensees, advisory groups, vendors,
the Texas Lottery Commissioners, and the agency
staff. Indirect customers are those Texas popula-
tions that benefit from the conduct of the Games
of Texas and charitable bingo, from the agency’s
net revenue contributions to the State of Texas,
and from associated agency activities that serve
the public good. 
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Direct Customers

Lottery and Charitable Bingo Players
The Texas Lottery player base consists primarily
of adult Texans 18 years and older, as well as sim-
ilar-aged players from surrounding states and
Mexico who travel to Texas to purchase Lottery
tickets. The charitable bingo player base consists
primarily of adult Texans 18 years and older;
however, it is not required that a bingo player be
18 if accompanied by an adult.

Lottery Retailers
As of February 29, 2004, the Texas Lottery had
16,333 licensed retailers. The two largest groups
according to the Standard Industrial Code (SIC)
are convenience stores with gas, and grocery
stores.

Lottery Retailer Advisory Committee and
Retailer Links
Because retailers are the first point of contact
with lottery players, it is important for the Texas
Lottery to maintain a good working relationship
with this service population. The agency has
established two networks for this purpose. The
17-member Texas Lottery Retailer Advisory
Committee represents a wide variety of successful
lottery retailers, from sole proprietors to small
chains to large corporate accounts. The commit-
tee meets twice annually to discuss issues of
importance to the Texas Lottery, Texas Lottery
retailers, and Texas Lottery players. Whenever
possible, the Texas Lottery adopts suggestions
from the Retailer Advisory Committee if the sug-
gestions can increase revenue to the State or pro-
vide better service to players or retailers. 

In 2004, the Texas Lottery also established a net-
work of “retailer links,” a small number of retail-
ers from all ten sales districts who meet with lot-
tery staff yearly within each sales district. The
retailer links share best practices and tips for
high-volume sales with Texas Lottery staff, who,
in turn, share this information with other retail-
ers. At the annual meetings, the retailer links also

discuss other issues of importance to the Texas
Lottery. The input gathered from the retailer
links is extremely beneficial to the agency.

Charitable Bingo Licensees
The Charitable Bingo Operations Division of the
Texas Lottery Commission licenses bingo con-
ductors, lessors, manufacturers, distributors, and
system service providers. In 2003 there were
1,935 bingo licensees, including conductors,
commercial lessors, manufacturers, distributors
and system service providers. Of these, there were
1,430 charitable bingo conductors in Texas, com-
prising nonprofit organizations such as veterans
organizations, religious societies, fraternal organi-
zations, volunteer fire departments and groups
supporting medical research programs. There
were 464 lessors, which are individuals, corpora-
tions or associations that lease property where
bingo is conducted. There were 21 manufacturers
of bingo products and 19 distributors. Also in
2003, there was one system service provider—an
individual or corporation that sells or supplies
automated bingo services to a licensed authorized
organization.

Bingo Advisory Committee
The Bingo Advisory Committee (BAC) consists
of nine members, appointed by the Texas Lottery
Commission, that represent a balance of bingo
industry interests. Those interests include repre-
sentatives from the general public, charities that
operate bingo games, commercial and charity
lessors, manufacturers and distributors of bingo
equipment and supplies, and a system service
provider. The Committee may advise the
Commission on the needs and problems of the
bingo industry, comment on the development of
bingo rules before final adoption, report to the
Commissioners on their activities, and perform
other duties as determined by the Commission. 

Other Direct Customers
Additional direct customers of the agency include
the three-member Commission and agency staff
in the Austin and field offices. In addition, the
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agency’s Governmental Affairs Division serves as
a resource to the state leadership, other state
agencies, and lawmakers considering legislation
that would have an impact on the agency. 

Indirect Customers

Local Jurisdictions
Local jurisdictions are indirect customers who
receive as an allocation from the state a portion
of the funds from the prize fees collected by
licensed organizations who conduct charitable
bingo. Local jurisdictions are able to apply these
funds within their jurisdictions as they deem
appropriate. 

Texas Citizens
Texas citizens derive great benefit from the cre-
ation of jobs resulting from the conduct of the
Games of Texas and charitable bingo. Texas fami-
lies benefit from the Texas Lottery’s net revenue
contributions to the Foundation School Fund,
which totaled over $6.2 billion as of May 2004,
and from Lottery prize money that is returned to
the State from winners who are delinquent in
their child support payments. In addition,
unclaimed Lottery prize funds revert to the State
to be appropriated for health care, medical educa-
tion, and other programs authorized by the state
legislature.

Texas citizens benefit from the prize fees and
rental taxes collected through the conduct of
charitable bingo, because these funds are deposit-
ed into the state’s General Revenue Fund. They
also benefit from charitable bingo by playing as a
source of entertainment and for the benevolent
causes, activities or deeds the licensed organiza-
tions provides. For example, Faith Club, Inc.
Faith Group and Faith Al-Anon Group, both in
Lubbock, were able to use their bingo proceeds
to help them achieve their goal of building and
operating Lubbock Faith Center, Inc.—a residen-
tial treatment for adult men and women who
have been through in-patient treatment and/or
detoxification for alcohol and/or drug abuse. 

Several Texas Lottery Commission initiatives
indirectly support the welfare of the citizens of
Texas. In spring 2003, the Texas Lottery joined
the Texas Amber Alert Network, bringing the
state’s more than 16,000 retailers into the effort
to ensure that missing or abducted children are
returned safely home. The Texas Lottery’s
Security Division also aids law enforcement offi-
cials in the investigation and solving of lottery-
related crimes. Since its launch in March 2002,
the Texas Lottery Commission’s Latin Lotto
Scam awareness campaign has resulted in
increased awareness among the elderly popula-
tion, particularly within the Hispanic communi-
ty, of the dangers of being scammed. In August
2003, the agency launched a multimedia Play
Responsibly public information campaign in order
to educate players about important game-related
issues and encourage them to play responsibly.
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A. Workforce Composition

The Texas Lottery Commission has 325 Full
Time Equivalent employees distributed among
its 12 divisions, as shown in Table 1.

Diversity

The Texas Lottery Commission takes pride in the
diversity of its workforce, which is illustrated in
Tables 10, 11, and 12. As of February 2004, the
Commission’s workforce is composed of 14.6
percent African Americans, 27.8 percent
Hispanics, 57 percent Whites and 0.6 percent
Asians. The Commission’s staff is 55.7 percent
female and 44.3 percent male. Sixty-five percent
of the Commission’s workforce is more than 40
years of age. 

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period

II. ORGANIZATIONAL ASPECTS

Table 1
Position Allocation, by Division

Division FTE
Executive 4
Internal Audit 4
Charitable Bingo Operations 47.5
Media Relations 7
Financial Administration 27
Governmental Affairs 4
Human Resources 10
Information Technology 33
Legal 12
Lottery Operations 107.5
Marketing 24
Security 45
TOTAL 325

Table 2
Age of Employees

Less than 30 5.0% (15)
Between 30 and 40 28.7% (87)
Between 40 and 50 39.9% (121)
Between 50 and 60 21.8% (65)
More than 60 5.5% (17)

Source: Texas Lottery Commission February 2004 Positions Chart

Table 3
Employee Ethnic and Gender Representation

Gender African American Hispanic White Asian Total
Females 16.8% (29) 28.4% (49) 54.6% (94) 0 55.7% (172)
Males 11.6% (16) 27.0% (37) 59.9%(82) 1.5% (2) 44.3% (137)
Total 14.6% (45) 27.8% (86) 57.0% (176) 0.6% (2) 100%  (309)

Source: Texas Lottery Commission February 2004 Positions Chart
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B. Organizational Structure and Process

The three-member Texas Lottery Commission
sets policy, promulgates rules for the agency, and
performs all other duties required by law. The
Governor appoints Commission members, with
the advice and consent of the Senate, to stag-
gered six-year terms. One member must have
experience in the bingo industry. Commission
members serve without salary, but are eligible for
insurance benefits and service credit. 

The Executive Director, the Charitable Bingo
Operations Director, and the Internal Audit
Director are appointed by and report to the
three-member Commission. The Texas Lottery
Commission Executive Director provides leader-
ship to ten divisions within the agency, ensuring
that the staff carries out applicable state law and
Commission policies. The Charitable Bingo
Operations Director is responsible for the day-to-
day operations relating to the regulation of chari-
table bingo, ensuring that the staff carries out
applicable state law and Commission policies.
The Internal Audit Director works to ensure that
internal and external controls are adequate to
improve the efficiency and effectiveness of the
Commission.

The agency is divided into twelve divisions:
Executive, Charitable Bingo Operations, Internal
Audit, Financial Administration, Governmental
Affairs, Human Resources, Information
Technology, Legal, Lottery Operations,
Marketing, Media Relations, and Security. 

Division Descriptions

Executive Division
The Executive Division refers to the Executive
Director, Deputy Executive Director, and admin-
istrative staff, and consists of four FTEs. 

The Executive Division is the focal point for the
decision-making and strategic planning for the
day-to-day operation and administration of the
Lottery. The Executive Director and Deputy
Executive Director play key roles in the short-
and long-term planning for the agency.

The Executive Director is the custodian of the
records of the agency and executes Orders relat-
ing to lottery sales agents. The Executive
Director is also the primary resource of informa-
tion to the Texas Legislature, Governor’s Office,
and other state governmental entities for agency-
and lottery-related issues. The Executive Director
serves as the agency spokesperson and conducts
periodic briefings with state leadership offices as
well as members of the legislature involved in

Table 4
Workforce Diversity Data

Job Category African American Hispanic Female
Officials and Administrators (13) 0% (0) 15% (2) 31% (4)
Administrative Support (27) 28% (8) 48% (14) 72% (21)
Professionals (87) 12% (11) 21% (19) 46% (41)
Paraprofessionals (134) 15% (20) 30% (40) 70% (94)
Protective Services (17) 18% (3) 41% (7) 12% (2)
Technicians (26) 12% (3) 31% (8) 31% (8)

Source: Texas Lottery Commission February 2004 Positions Chart
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oversight of the agency in order to keep the
members apprised of agency activities and issues.

The current Deputy Executive Director position
was created within the Executive Division in
September 2002. The Deputy Executive Director
is responsible for the day-to-day operations of the
agency and for overseeing the agency’s strategic
and budget planning process.

Charitable Bingo Operations Division
The Charitable Bingo Operations Division is
responsible for the regulation of all activities
relating to the conduct of charitable bingo games
in the State of Texas. The Charitable Bingo
Operations Division has 47.5 FTEs and is man-
aged by a Director, who reports to the three-
member Commission. The Division is organized
into three sections: Audit Services, Accounting
Services and Licensing Services. While each sec-
tion of the Charitable Bingo Operations Division
performs a distinct function, they also interact
frequently with each other as well as other divi-
sions of the Texas Lottery Commission in the
regulation of charitable bingo activities in Texas.

The Audit Services Section conducts game obser-
vations, audits, books and records inspections,
tax reviews, compliance reviews, location verifica-
tion inspections, pre-licensing interviews, and
assessment and assistance inspections on the vari-
ous organizations licensed, or applying for a
license, to engage in activities relating to the con-
duct of charitable bingo. The Audit Services
Section also performs testing on electronic card-
minding devices and pull-tab ticket dispensers
for use in this state, conducts the Bingo Operator
Training Program for licensees, and assists the
Security Division with certain investigations.

The Accounting Services Section has two compo-
nents—Accounting Services and Special Projects.
The key services and functions of Accounting
Services are as follows:

• Process all quarterly tax returns and mail out 
billing notices.

• Calculate and remit allocation checks to local 
jurisdictions sharing the revenue from bingo.

• Monitor the charitable distributions of 
bingo revenue.

• Communicate with licensees about liabilities 
and tax issues. 

If a licensee does not pay, or underpays, its prize
fee or gross rental tax for a quarter, the
Accounting Services Section is responsible for
collection of those fees and taxes. The collection
of prize fees and rental tax may include forfeiting
bonds, placing licensees on payee hold with the
Comptroller of Public Accounts, or requesting
and testifying in administrative hearings to
revoke or deny the license.

Accounting Services interacts frequently with
licensees regarding the filing of reports, the appli-
cation for their initial startup loan, and the cal-
culation of their required charitable distribution.
On a quarterly basis, Accounting Services notifies
all conductors in writing of their required chari-
table distributions and then verifies that their
charitable distributions were made as mandated
by the Bingo Enabling Act.

Accounting Services is responsible for working
with the Financial Administration Division of
the Texas Lottery Commission to allocate bingo
funds to local cities and counties on a quarterly
basis. The allocation of bingo funds to local juris-
dictions is based on bingo prize fees awarded at
games conducted in counties and municipalities.
A county or municipality that imposed a gross
receipts tax on the conduct of bingo as of
January 1, 1993, is entitled to 50 percent of the
prize fee collected under Section 2001.502 on a
prize awarded at a game conducted in the county
or municipality. In the event that a county and
municipality are both entitled to a share of the
fee, the county is entitled to 25 percent of the fee
on a prize awarded at a game conducted in the
county, and the municipality is entitled to 25
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percent of the fee on a prize awarded at a game
conducted in the municipality. 

The key services and functions of the Special
Projects Section are to review pull-tab products
and bingo paper, assist with the development and
maintenance of the operator training program,
coordinate and maintain the Charitable Bingo
Operations Division Web site, develop and
implement publications, research bingo/gaming
trends, research charitable gaming regulations of
other jurisdictions, coordinate and track open
records requests, assist in the development and
implementation of surveys, and other duties as
assigned. 

The Licensing Services Section is responsible for
the review and processing of all applications seek-
ing to conduct a charitable bingo activity in the
state of Texas. Licensing examiners communicate
via written correspondence, fax or telephone with
all applicants to clear deficiencies before licenses
are issued. Licensees may renew their licenses
every year or every two years, and all license
renewal applications are reviewed by licensing
examiners to verify compliance with the Bingo
Enabling Act and the Charitable Bingo
Administrative Rules. Examiners also process and
issue temporary licenses to authorized organiza-
tions for one-time occasions. The Licensing
Services Section is responsible for maintaining a
registry of approved bingo workers. Additionally,
all examiners provide assistance, as necessary, to
applicants who call on the 1-800 information
line.

Internal Audit Division
The Internal Audit Division serves as an inde-
pendent appraisal function within the agency.
The purpose of Internal Audit is to provide inde-
pendent, objective assurance and consulting/advi-
sory services designed to add value and improve
the agency’s operations. The Division helps the
agency accomplish its objectives by bringing a
systematic, disciplined approach to evaluate and
improve the effectiveness of risk management,

control, and governance processes. The Division
supports the mission of the agency by evaluating
the adequacy and effectiveness of controls
designed to meet agency objectives. The Internal
Audit Division has four FTEs and is managed by
a Director, who reports to the three-member
Commission. 

Financial Administration Division
The Financial Administration Division provides
financial services and reporting functions for the
Texas Lottery Commission in accordance with
statutes and requirements set by the Comptroller
of Public Accounts, the Legislative Budget Board,
the Governor’s Office of Budget, Planning and
Policy, and other oversight agencies. The
Division’s primary functions include financial
reporting, purchasing, contract compliance,
administration of the Commission’s
HUB/Minority Business Program, payroll, IRS
tax reporting, budgeting, accounts payable,
remittance, and charitable bingo allocations. The
Financial Administration Division has 27 FTEs
and is managed by a Director, who reports to the
Deputy Executive Director. 

The Contract Compliance Section manages and
monitors a broad range of Lottery- and
Charitable Bingo-related contracts for goods and
services provided by state agencies and private
vendors, and it is a repository for original docu-
mentation and information regarding the Texas
Lottery Commission’s contracts and compliance
issues. The section conducts semi-annual reviews
through the Texas Ethics Commission to deter-
mine whether certain vendors’ lobbyists are in
compliance with state laws and agency rules (as
applicable). The Section reviews bonds and
insurance certificates for expiration and commu-
nicates these results with the vendor and/or the
division(s) when necessary. The Section initiates
and conducts quarterly contract compliance
meetings with agency management and staff to
discuss and document any contract compliance
issues. The Section prepares requests for contract
recommendation, and procurement timelines to
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ensure that contracts are solicited and awarded
timely. Finally, the Section conducts periodic risk
assessment research and meetings to identify
high-risk areas within the agency’s contracting
environment. These areas are reviewed, and
appropriate processes are recommended to man-
agement.

Governmental Affairs Division
The Governmental Affairs Division serves as the
agency’s primary liaison with the legislative and
executive branches of state government. Its
actions are designed to assist the Commissioners,
the Executive Director, and the Charitable Bingo
Operations Director, as well as all divisions of the
agency, by providing legislative tracking, analysis,
representation, recommendations and informa-
tion. The Governmental Affairs Division has four
FTEs and is managed by a Director, who reports
to the Deputy Executive Director. 

Human Resources Division
The Human Resources Division is responsible
for employee benefits, employment selections,
promotions, classifications, merit increases, train-
ing (including EEO and sexual harassment),
employee relations, tuition reimbursement,
recruitment and retention, employee perform-
ance evaluations, reorganizations and reduction-
in-force processes, workforce planning, timekeep-
ing, agency policy and procedures coordination,
and the Employee Assistance Program. The
Human Resources Division has 10 FTEs and is
managed by a Director, who reports to the
Deputy Executive Director.

Information Technology Division
The Information Technology Division operates
the Commission’s internal control and processing
computer system, administers telecommunica-
tions, supports the Web site, and provides sys-
tems development and operations support for all
other divisions, including supporting the
Commission’s internal network with more than
300 users. The Division also monitors the lottery
operator’s systems and provides system require-

ments. The Information Technology Division has
33 FTEs and is managed by a Director, who
reports to the Deputy Executive Director.

Legal Division 
The Legal Division serves the agency and pro-
vides legal advice, assistance, and services to the
Commissioners, the Executive Director, the
Charitable Bingo Operations Director, the
Internal Audit Director, and agency staff. The
Legal Division has 12 FTEs and is managed by
the General Counsel, who reports directly to the
Deputy Executive Director and serves as the
attorney for the agency, Commissioners, and
agency staff. The General Counsel provides legal
assistance and advice to the Commission con-
cerning its review of enforcement actions, rule-
making, and other general matters that come
before the Commission for its consideration. The
General Counsel also oversees the scheduling and
management of Commission meetings, including
compliance with the Open Meetings Act, and
serves as the records manager for the agency.
Additionally, the General Counsel is the chief
ethics advisor for the Commissioners and the
agency and also serves as a member on the
Commission’s Ethics Committee along with the
Executive Director, Charitable Bingo Operations
Director, Human Resources Director, and
Internal Audit Director. The Legal Division pro-
vides annual ethics training to all Commission
employees and provides legal assistance to the
Commission to ensure compliance with ethics
standards. 

The Legal Division provides legal assistance relat-
ing to agency rulemaking, including preparing
drafts of agency administrative rules, public rule-
making hearings, receiving public comment and
preparing agency rules for adoption by the
Commission. The Legal Division represents the
Commission before the State Office of
Administrative Hearings in lottery and bingo
administrative enforcement matters, and serves as
the agency’s liaison to the Office of the Attorney
General.
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The Legal Division provides all legal services in
connection with procurements and contracts for
goods and services. The Legal Division also pro-
vides legal assistance in processing lottery prize
claimants as well as lottery prize winners.

The Legal Division provides legal assistance
regarding the Commission’s compliance with vol-
untary assignment court orders as well as invol-
untary court orders involving divorce or other
issues that would require the Commission to
change its payment schedule for a prizewinner.

The Legal Division provides personnel and
employment law advice to the agency. Legal serv-
ices are provided that involve general employ-
ment matters, such as leave issues, performance
evaluations, investigations, complaints and disci-
plinary actions. The Legal Division also provides
legal advice to ensure compliance with applicable
state and federal employment laws. Legal services
specific to agency matters may be rendered to
agency employees in the Austin headquarters as
well as to employees in the field offices.

In litigation matters, because the agency is not
authorized to represent itself and appear in court,
the Office of the Attorney General provides legal
advice and representation to the agency. The
Legal Division serves as a liaison to coordinate
the legal services and provides assistance with
various litigation matters, such as discovery
responses, review of pleadings and participation
in settlement negotiations.

The Legal Division also handles Open Records
and Records Management/Retention functions.
The Open Records function processes all open
records requests received by the agency, and dis-
tributes particular requests to areas within the
agency where responsive documents might be
located. The centralized coordination prevents
duplication or conflict with other programs. The
Records Management/Retention function over-
sees the agency’s records retention schedule and is
the liaison with the State Library and Archives.

Lottery Operations Division
The Lottery Operations Division is responsible
for player, retailer and vendor compliance with
the requirements of Chapters 466 of the
Government Code and Chapter 401 of the Texas
Administrative Code. The Division serves the
needs of the Commission and its customers in
the areas of vendor compliance; instant ticket
warehousing and distribution; retailer licensing
and accounting; customer service through the
operation of retailer and player phone banks and
oversight of the Commission correspondence
functions; prize payments; retailer surveys and
inspections; asset/inventory management; and
facilities support services. From the public per-
spective, the Division is the regulatory arm of the
Texas Lottery Commission. The Division also
contributes substantially to the agency’s revenue
collection function.

The Division is organized into three distinct
functional areas: Retailer Services, Support
Services, and Claim Centers. The Lottery
Operations Division has 107.5 FTEs statewide
and is managed by a Director, who reports to the
Deputy Executive Director.

The Retailer Services Section monitors lottery
operator compliance with contractual require-
ments related to instant ticket distribution, on-
line terminal installation, and interaction with
retailer licensees. Section staff maintains an office
at the lottery operator business offices to facili-
tate a high level of interaction on performance
issues important to the Commission. The Section
is responsible for processing new retailer license
applications and license renewal applications.
Section staff enter and monitor retailer informa-
tion; coordinate ownership transfers and lottery
terminal moves; license terminations; perform
retailer records maintenance; and evaluate retailer
compliance with the Americans with Disabilities
Act. The Section interacts closely with retailers
on Electronic Funds Transfers (EFTs); sweep
amounts; account adjustments; account reconcili-
ations and final balances due. The Section works
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with retailers who have experienced a non-suffi-
cient fund EFT bank account sweep to ensure
prompt payment. When appropriate, the Section
conducts collection/enforcement activities
through the preparation of notices and evidence
required for adverse licensing actions. The
Section tracks and manages delinquent retailer
accounts using various collection methods,
including bank account freezes, levies and prop-
erty liens. At the present time, the Texas Lottery
Commission has one of the lowest bad-debt-to-
sales ratios among state lotteries.

The Retailer Services Section also responds to
customer contacts through the toll-free Retailer
Services and Communications Services
Telephone Hotlines. Retailer Hotline staff answer
questions about retailer licensing, retailer
accounting, and general regulatory issues.
Communications Services Hotline staff answer
questions from the general public and Lottery
game players, and direct callers to other sources if
their questions are not related to one of these
subject areas. Communications Services staff also
communicate with retailers, game players and the
general public via e-mail and written correspon-
dence. The Section is responsible for tracking,
routing and responding to correspondence and
ensuring timely responses on matters directed to
the Commission, the Executive Director and the
Commissioners. 

The Support Services Section manages the day-
to-day physical operations needs of the agency.
These services include warehouse management;
property management; instant ticket distribution
management; copy center services; mail center
services; supply inventory management; shipping
and receiving; vehicle fleet management and
facilities support services. Section staff are sta-
tioned at the Instant Ticket Distribution
Warehouse to monitor lottery operator compli-
ance with contractual requirements related to
instant ticket warehousing, distribution and
returns. The Section manages support operations
to warehouse and office locations throughout the

state, including the Austin headquarters facility,
five regional offices, 16 claim center offices and
Austin warehouse facilities. The Section also
tracks and manages an extensive fixed asset
inventory deployed around the state. 

The Claim Center Section operates 16 statewide
claim center offices, including the Austin Claim
Center, primarily for lottery players to claim
prizes. By statute, all lottery prizes of $600 or
more must be claimed through the Texas Lottery
Commission. Prizes of $999,999 or less may be
claimed at any of the 15 field claim center offices.
Prizes of $1 million or more and prizes involving
installment payments must be claimed at the
headquarters claim center in Austin. Claim Center
personnel process ticket claims for payment;
respond by telephone and in person to player and
general public information inquiries; represent the
agency at local public events; conduct retailer site
inspections for Americans with Disabilities Act
compliance; and conduct Retailer Research
Surveys to gather marketing data and feedback on
agency and lottery operator service levels. 

Marketing Division
The Marketing Division oversees all Texas
Lottery product marketing and related business
functions for the Commission. The Division is
responsible for all aspects of instant and on-line
product management, including the planning,
production, distribution, education, marketing
and promotion of the games. The Division also
oversees the statewide activities of the lottery
operator’s district sales representatives, key
account staff and field staff. 

The Marketing Division consists of 24 FTEs and
is managed by a Director, who reports to the
Deputy Executive Director. The Division is made
up of two sections—Product Marketing and
Marketing Operations. 

The Product Marketing Section is responsible for
overseeing the research, development, implemen-
tation, advertising, promotion and sale of instant
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and on-line Texas Lottery products, with a focus
on maximizing revenue generation. The Section
works closely with instant ticket vendors and
with the lottery operator to plan the distribution
of tickets and manage the ticket inventory, as
well as to market and promote the games to
retailers and players through contests and promo-
tions. As needed, the Section oversees the devel-
opment of new on-line games or enhancements
to existing games, as well as product performance
evaluation. The Section coordinates marketing
research that provides the Texas Lottery with
awareness of market conditions so that the
Lottery can respond to the ever-changing,
dynamic nature of the gaming industry. The
Section is also responsible for processing Texas
Lottery jackpot and specific top-prize winners,
and fostering winner awareness to support
Lottery advertising.

The Marketing Operations Section oversees the
business operations of the Marketing Division.
Primary responsibilities include budgeting,
billing, and vendor coordination, as well as pro-
motional and educational initiatives designed to
maximize sales of Texas Lottery products. The
Section’s promotional activities focus on coordi-
nating the Texas Lottery’s involvement in promo-
tional events throughout the state of Texas, with
an emphasis on providing face-to-face interaction
between the Texas Lottery and Texas players in
rural and mid-sized Texas communities, as well as
larger cities. The Section also coordinates market-
ing campaigns and produces a variety of print
publications and Web communications designed
to promote Texas Lottery games and to educate
Texas Lottery players, retailers, staff, and the gen-
eral public about agency activities.

Media Relations Division
The Media Relations Division is the first point
of contact for all inquiries from local, state and
national news media. The Media Relations
Director works in conjunction with the
Executive Director, Deputy Executive Director,
Charitable Bingo Operations Director and

Commissioners to develop and execute a media
relations strategy that supports the agency’s mis-
sion and vision. The Media Relations Division
has seven FTEs and is managed by a Director,
who reports to the Deputy Executive Director.

The Division is organized into two sections:
Media Relations and Audiovisual. The Media
Relations Section responds to media inquiries
and issues media advisories and news releases in
English and Spanish to inform the public about
the Texas Lottery Commission, agency news and
events, charitable bingo, Texas Lottery games,
on-line drawing results, and satellite news feeds.
Through its Spanish-language outreach efforts,
the Section prepares news releases and video
news releases for the Spanish-language media and
makes bilingual staff available for interviews on
breaking news. Through its winner awareness
efforts, the section generates publicity for win-
ners of large jackpots and other on-line prizes, as
well as instant ticket merchandise and cash-prize
winners. 

The Media Relations Section coordinates the
agency’s Speakers Bureau and provides a
spokesperson to represent the Commission
before interested groups throughout Texas. The
Section also coordinates agency public awareness
campaigns, including Play Responsibly, Amber
Alert, and the Latin Lotto Scam. By working as a
team with other divisions and making informa-
tion about agency news and initiatives available
to the media, the Media Relations Section helps
keep the agency’s role in these public service ini-
tiatives in the public eye.

The Audiovisual Section produces informational
tapes for statewide broadcast and satellite distri-
bution, including video news releases on lottery
and charitable bingo activities, events and issues.
The Section also provides audiovisual support for
events, as well as archival and training services
for other divisions. In addition, the agency occa-
sionally provides audiovisual services to other
state agencies through interagency cooperation
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contracts, with all costs paid for by the contract-
ing agency.

Security Division
The Security Division provides a comprehensive
statewide security program that protects
and maintains the security and integrity of lottery
games, systems and drawings, and ensures that
bingo games are conducted fairly and in compli-
ance with applicable statutes and agency rules.

The Division is responsible for overseeing lottery
drawings, ticket testing laboratories, instant game
audits, risk management, electronic physical
security and uniformed security. The Division
also assists the Charitable Bingo Operations
Division with facility inspections for all manufac-
turer, distributor, and system service provider
licensees, receives and distributes complaints, and
oversees paper and pull-tab destruction as
required. The Security Division also assists local,
state and federal government entities involved in
the investigation of local, state or federal gaming
laws. In addition, the Security Division handles a
wide variety of security-related administrative
responsibilities, including the maintenance of
investigative files, review of questionable ticket
claims, and criminal background reviews on
employees, licensees, vendors, and vendor
employees.

The Security Division has 45 FTEs and is man-
aged by a Commander, who reports to the
Deputy Executive Director. For all matters relat-
ed to charitable bingo, the Commander coordi-
nates with the Charitable Bingo Operations
Division Director. Staff is assigned to two key
functional areas: Technical and Enforcement,
each of which is managed by a Captain.

Management Style

Directors of each division meet regularly to dis-
cuss agency business. To track the general per-
formance of the divisions and help mark their
progress, each division uses a variety of internal

management reports that are regularly reviewed
by executive management, the division director
and the managers of the specific sections within
the division. 

Regular meetings to define strategy and recognize
progress occur throughout the agency. Each divi-
sion has weekly management meetings and
monthly staff meetings, and each division direc-
tor meets weekly with the Deputy Executive
Director and/or the Executive Director. Full
directors’ meetings are held weekly, and agency-
wide staff meetings occur monthly. 

Directors involve their staff in planning and
implementing directives within their areas and
also seek feedback from staff through periodic
internal staff surveys. Staff involvement at all lev-
els has helped create the highly skilled and expe-
rienced staff that is in place today. 

C. Geographical Location and Travel
Requirements

The Texas Lottery Commission has its main
headquarters in Austin and field offices around
the state to make its services more available.
Figures A and B show the locations of the field
offices and the service areas for the regional
offices for Lottery Security and the Charitable
Bingo Operations Division.

The Lottery Operations Division has staff in the
Austin headquarters and warehouse facilities, the
Austin Claim Center, and 15 additional claim
center locations statewide. Figure A shows the
locations of the claim centers statewide. In
January 2004, the Texas Lottery Commission
closed five of its claim centers—located in San
Angelo, Wichita Falls, Sherman, Bryan and
Waco—and these claim center functions were
consolidated into the existing claim centers.
Division personnel are also stationed in the ticket
warehouse and business office of the lottery oper-
ator and in the Texas Lottery Commission ware-
house/business resumption facility.
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All administrative and technical support staff
from the Security Division are located in Austin.
Security Division investigators are strategically
stationed throughout the state at the regional
claim centers in Odessa, Dallas, Houston, San
Antonio and Austin. Thirty commissioned peace
officers are assigned to agency headquarters and
the four field offices to fulfill responsibilities.

The investigators are primarily stationed where
the heaviest concentrations of licensees are locat-
ed, but have the flexibility to address and allocate
resources to the other surrounding areas, as need-
ed. Investigator travel and time remains a major
issue in quickly and efficiently addressing the
Division’s responsibilities. As such, the strategic

placement of the investigators is an indispensable
part of conducting business and attaining the
agency’s goals.

The Charitable Bingo Operations Division is
headquartered in Austin and maintains four
regional offices throughout the state, which are
staffed by auditors from the Audit Services
Section and co-located with Lottery claim cen-
ters. Regional offices are located in Odessa,
Dallas, Houston and San Antonio. Audit staff at
the headquarters in Austin also make up a fifth
region consisting of the immediate area sur-
rounding Austin. The regional offices afford the
licensees greater accessibility to bingo licensing

Figure A
Location of Field Offices and Regions Served

by Security Division
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forms, and representatives are available to answer
bingo-related questions and provide assistance in
completing their bingo quarterly reports. The
locations of the regional offices result in less trav-
el time and travel costs for both the licensees and
auditors when meetings are required. Toll-free
numbers for each of the regional offices make it
even easier for licensees to contact the regional
office.

Security Division staff travel around the state as
needed to conduct inspections and investigations,
and to provide security services at promotional
events. Security Division staff also travel out of

state to conduct instant ticket audits, as well as
out of state and, sometimes, out of the country to
conduct investigations of bingo manufacturing
facilities or lottery vendors. Auditors from the
Charitable Bingo Operations Division also travel
around the state to conduct inspections, reviews
and audits. Out-of-state and sometimes out-of-the
country travel is required to conduct investigations
of manufacturing facilities by the auditors.

Figure B
Regions Served by Charitable Bingo Operations Division
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D. Agency Use of Historically
Underutilized Businesses

The Texas Lottery Commission promotes fair
and competitive opportunities for historically
underutilized businesses (HUBs) and minority
businesses interested in contracting with the
Commission and/or its primary vendors. This is
accomplished through an assertive outreach pro-
gram focused on informing and educating HUB
and minority businesses about the Commission’s
procurements and subcontracting opportunities.
The Commission’s implementation of the HUB
Business Subcontracting Plan for contracts over
$100,000 has also had a positive effect on HUB
participation. 

During Fiscal Year 2003, the Commission reached
a five-year high in its utilization of HUB and
minority businesses. From Fiscal Year 2002 to
2003, the Commission increased its overall spend-
ing with HUB and minority businesses from
$18,675,996 to $27,473,107 (see Figure C ). The
Commission’s HUB/minority subcontracting
increased substantially during this period, from
$8,160,901 in Fiscal Year 2002 to $18,811,211
in 2003. 

The Commission also continued to exceed its
statutory goal of a 20 percent minority-owned
retailer base. In Fiscal Year 2003, the
Commission’s minority retailer base surpassed the
previous year’s all-time highs in both the number
of minority retailers licensed as sales agents and
in the percentage of the total retailer base those
retailers represent. During Fiscal Year 2003, the
Commission had 6,026 licensed minority retail-
ers, which represented 36.69 percent of the
Commission’s total Lottery retailer base (see
Figure D). In addition, for the second year in a
row, the number of licensed minority retailers
increased in all ten of the Texas Lottery’s sales
districts. 

The Commission has also worked diligently to
divide contracts into reasonable lots to ensure
that HUB and minority businesses are included
in its procurement processes. One ongoing exam-
ple of this effort is the Commission’s division of
its advertising services contract. By soliciting
contracts for both the general and minority mar-
ket, the Commission has provided increased
opportunity for HUB/minority businesses to par-
ticipate in one of its largest service contracts. 

In an effort to develop a model HUB/Minority
Business program during Fiscal Year 2004 and
beyond, the Commission is implementing and/or
continuing the following initiatives: 

• Hosting procurement seminars and forums 
to assist HUB/minority businesses in 
becoming familiar with the Commission’s 
procurement processes 

• Developing a forecasting model to track 
potential contract opportunities to be 
solicited during each fiscal year

• Developing a method for performing 
follow-up with HUB/minority businesses 
encountered through outreach events, to 
notify them about upcoming procurement 
opportunities 

• Reporting to the three-member 
Commission, Executive Management and 
Division Directors when a HUB/minority 
business receives a contract as a result of the 
Commission’s outreach efforts

• Conducting post-contract award meetings 
with all vendors following the execution of 
contracts over $100,000 to discuss HUB 
Business Subcontracting Plan requirements

• Identifying, matching, and monitoring the 
progress of mentor and protégé companies 
as part of the Commission’s Mentor 
Protégé Program
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Table 5 reflects the Commission’s HUB Strategic
Plan Progress Report for Fiscal Years 2002 and
2003, based on the Texas Building and
Procurement Commission’s (TBPC) unadjusted
HUB goals. 

The Commission is proud of its achievements
regarding HUB/minority business utilization in
agency procurements. The TBPC Fiscal Year
2003 Statewide HUB Report ranked the Texas
Lottery Commission number one by overall
HUB percentage among the top ten spending
state agencies. This is an improvement from the
Commission’s rank of third in Fiscal Year 2002. 

Figure C
HUB/Minority Spending

Fiscal Year 2001 through 2003

Figure D
Licensed Minority Retailers

Fiscal Year 2001 through 2003

Source:  Texas Lottery Commission Source:  Texas Lottery Commission
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In Fiscal Year 2003, the Commission’s minority
retailer base reached a new all-time high in both
the number of minority businesses licensed as
sales agents and in the percentage of the total
retailer base those retailers represent.

E. Fiscal Aspects

Key lottery business activities are provided
through contracts for: 

1. Lottery Operations and Services with 
GTECH Corporation (Expires August 
31, 2011)

2. Instant Ticket Manufacturing and 
Services with Scientific Games 
International (Expires August 31, 2004)

3. Instant Ticket Manufacturing and 
Services with Pollard Banknote Limited 
(Expires August 31, 2004)

4. Instant Ticket Manufacturing and 
Services with Oberthur Gaming 
Technologies (Expires August 31, 2004)

5. General Market Advertising Services with 
DDB Advertising  (Expires October 7, 2005)

6. Minority Market Advertising Services with 
The King Group (Expires October 24, 2005)

7. Drawings Studio and Production Services 
with M & S Works, Inc. (Expires August 
31, 2004)

Table 5
HUB Strategic Plan Progress Report

Actual for FY ’02 Actual for FY ’03 Goal for
FY ’04 

Heavy construction other than building contracts * N/A N/A N/A
Building construction, including general contractors
and operative builders contracts * N/A N/A N/A
Special trade construction contracts 4.3% 35.3% 57.2%
Professional services contracts 71.8% 74.6% 20.0%
Other services contracts 11.9% 18.5% 33.0%
Commodities contracts 20.9% 11.5% 12.6%

*The Commission does not have strategies or programs relating to construction; therefore, the “Heavy Construction” and “Building Construction” categories
are not applicable.

Source: Texas Building and Procurement Commission Statewide HUB Reports

Table 6
Licensed Minority Retailers Progress Report

GOAL = 20% Actual for Actual for Goal for
of Total FY ’02 FY ’03 FY ’04
Retailer Base

Percentage of Minority 
Retailers 
Licensed as 
Sales Agents 34.09% 36.69% 20.0%

Source:  Texas Lottery Commission
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8. Drawings Studio and Production Services 
with TeleCom Game Factory (Expires 
August 31, 2004) 

9. Market research services with Ipsos Reid 
Corporation (Expires 08/31/04)

10.Data collection/tabulation of retailer 
research services with The University of 
Texas at Austin (Expires 08/31/05)

The following language is in the Lottery
Operations and Services contract, and variations
of this language are in all major lottery contracts:

“The Texas Lottery, as its sole right, may termi-
nate the Contract at will and without cause,
upon no less than thirty (30) days advance writ-
ten notice. This section removes all limitations
upon the Texas Lottery’s exercise of the termina-
tion power, on thirty (30) days notice.”

Size of Budget 

HB 1, the General Appropriations Act for the
2004 – 2005 biennium, established the agency’s
appropriations (available budget) and certain key
performance measures. Specific provisions
included the following:

• Regular appropriations amount to $167.1 
million in Fiscal Year 2004 and $165.3 
million in Fiscal Year 2005 to operate the 
Lottery. 

• Charitable Bingo appropriations were 
increased in strategy B.1.4 by an estimated 
$9,853,500 in Fiscal Year 2004 and 
$9,739,500 in Fiscal Year 2005 for bingo 
prize fees collected pursuant to the Texas 
Occupational Code for allocation to 
counties and municipalities as required by 
law. In previous years, these appropriations 
were not included in Charitable Bingo’s 
strategy line items. 

• The number of Texas Lottery Commission 
Full Time Equivalent positions authorized 
was reduced by 10 to 325.

• Contingency Rider #4 provided the Lottery 
with additional funding for contractual 
obligations if sales exceed target amounts.

• Contingency Rider #11 made 
approximately $7.7 million in Fiscal Year 
2004, and $10.5 million in Fiscal Year 
2005, contingent on the Comptroller’s
certification of increased Lottery deposits to 
the Foundation School Fund account over 
targets established for Fiscal Year 2004 and 
2005. The Comptroller provided the 
certification, and the appropriations 
were released.

The Comptroller of Public Accounts tracks Texas
Lottery revenue on a cash basis, measuring the
actual dollars deposited into the Treasury during
each 12-month fiscal year. However, the Texas
Lottery Commission is accounted for as an enter-
prise fund in which revenues and expenses are
recognized in the period they are earned and
incurred. Thus, an accrual basis, which tracks
profits earned on sales that took place during the
fiscal year, is a more accurate measure of the
Lottery’s true contribution to the state because it
measures all activity by the fiscal year in which
the activity occurs.

The agency’s budget is prepared with direct input
from division management and is reviewed and
approved by the Executive Director or Charitable
Bingo Operations Director, as applicable,
through a series of internal budget hearings held
with each division director regarding the respec-
tive budget requests. The three-member
Commission reviews the final budget requests
before submission to the legislative oversight
agencies and the Governor. The agency uses per-
formance measures and goals to determine where
resources are needed and adjusts priorities
accordingly.
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Method of Finance 

Table 7 depicts the Texas Lottery Commission’s
budget for fiscal years 2004 and 2005. 

In the General Appropriations Act, the
Executive, Internal Audit, Media Relations,
Financial, Legal, Governmental Affairs, Human
Resources, and Information Technology
Divisions are included within the Central
Administration strategy. The agency’s core func-
tions are carried out by the Lottery Operations,
Marketing, Security, and Charitable Bingo
Operations Divisions, with support from the
other divisions. Table 8 shows the budget for the
biennium by strategy.

Table 7
Budget Funds, 2004 – 05 Biennium

Fiscal Year 2004 Fiscal Year 2005
General Revenue Fund 
(Charitable Bingo) $12,412,766 $12,329,879
General Revenue Fund 
Dedicated – Lottery
Account No. 5025 $167,149,424 $165,294,175
Total, Method of
Financing $179,562,190 $177,624,054

Source: HB1, General Appropriations Act, 78th Legislature, Regular Session

Table 8
Biennium Budget, by Strategy

Fiscal Year 2004 –2005

For the Years Ending
A. Goal: Operate Lottery August 31, 2004 August 31, 2005

A.1.1. Strategy: Lottery Operations $110,250,101 $108,662,516  
A.1.2. Strategy: Marketing, Research and Promotion $7,116,267  $6,840,427  
A.1.3. Strategy: Advertising $34,000,000  $34,000,000  
A.1.4. Strategy: Security $5,636,763  $5,786,799  
A.1.5. Strategy: Central Administration $10,146,293  $10,004,433  

Total, Goal A: Operate Lottery $167,149,424  $165,294,175  

B. Goal: Enforce Bingo Laws
B.1.1. Strategy: Bingo Licensing $871,406  $870,070  
B.1.2. Strategy: Bingo Education and Development $129,186  $131,018  
B.1.3. Strategy: Bingo Law Compliance $1,409,288 $1,437,366 
B.1.3. Strategy: Bingo Prize Fee Allocation and Accounting $10,002,886 $9,891,425 

Total, Goal B: Enforce Bingo Laws $12,412,766  $12,329,879  

Grand Total, Texas Lottery Commission $179,562,190  $177,624,054  
Method of Financing:
General Revenue Fund $12,412,766  $12,329,879 
GR Dedicated-Lottery Account No. 5025 $167,149,424 $165,294,175  

Total, Method of Financing $179,562,190  $177,624,054  
Source: HB1, General Appropriations Act, 78th Legislature, Regular Session 
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Budgetary limitations 

The sale of Lottery tickets is used to pay for all
costs of Texas Lottery operations. This includes
the payment of prizes to players, retailer commis-
sions, and all other costs incurred in the opera-
tion and administration of the Lottery. The State
Lottery Act limits the combined total of retailer
compensation and agency administration to no
more than 12 percent of gross ticket revenues.
The State Lottery Act mandates that no less than
5 percent be allocated to retailers as commissions.
Seven percent of ticket sales may be expended on
administration of the Lottery. The Commission
returns any “unspent administrative funds” to the
Foundation School Fund.

A major part of the agency’s budget is concentrat-
ed in the Lottery Operations Division budget,
which accounts for the commission paid to the
lottery operator. This commission is currently
based on 2.6999 percent of ticket sales beginning
on September 1, 2002, as negotiated under a new
nine-year contract with the lottery operator. 

From 1992 through August 1997, Lottery pro-
ceeds were deposited to the state’s General
Revenue Fund. Through a statutory change made
by the 75th Legislature, Regular Session, Lottery
sales are now earmarked for the Foundation
School Fund in support of public education.

HB 2292, 78th Legislature, 2003, allocated
unclaimed prize money to the Multicategorical
Teaching Hospital Account, General Revenue
Fund, and Health and Human Service
Commission’s Graduate Medical Education pro-
gram. “Unclaimed prize money” consists of funds
committed for the payment of prizes for a partic-
ular game to meet a designated prize payout, yet
not claimed by a player. 

Since the first statutory change addressing
unclaimed prizes in 1999, nearly $222 million in
unclaimed prizes have been returned to State. The
biggest beneficiary to date has been the Tertiary

Care Facility Account, which has received $131
million in unclaimed prizes. Prior to any statutory
change, unclaimed prize money was used to pro-
vide additional money for the payment of prizes,
and unclaimed prize money on hand at the end
of a fiscal year was then returned to the State. 

Statutory restrictions affect the Commission’s
advertising budget, which was set by the General
Appropriations Act at $34 million per year for the
2004 – 05 biennium. Section 466.015(d) of the
Government Code provides that if the total
amount of Lottery prizes awarded by the commis-
sion in any state fiscal year after the fiscal year
ending August 31, 2000, exceeds an amount
equal to 52 percent of the gross revenue from the
sale of tickets in that fiscal year as determined by
the Comptroller of Public Accounts, the advertis-
ing budget for the lottery in the next state fiscal
year may not exceed an amount equal to $40 mil-
lion less $1 million for each full percent by which
the total amount of Lottery prizes awarded by the
Commission in the preceding fiscal year exceeds
an amount equal to 52 percent of the gross rev-
enue from the sale of tickets in that preceding fis-
cal year as determined by the Comptroller of
Public Accounts.

Degree to which current budget meets current
and expected needs

Staffing and funding resources appropriated for
the Texas Lottery Commission for the 2004 – 05
biennium are sufficient to implement current
statutory requirements. However, no implementa-
tion appropriation was made for HB 3459, 78th

Legislature, 2003, which authorized the Texas
Lottery Commission to join a multijurisdictional
lottery. Future growth in Lottery sales, changes to
the number or type of Lottery games authorized,
changes to retailer commissions or vendor/con-
tract obligations, or any change to the regulatory
structure or requirements for charitable bingo,
could necessitate a re-examination of resources
required to administer the Lottery and Charitable
Bingo programs.
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The Texas Lottery Commission is proud of its
accomplishments in the following areas: econom-
ic development, regulation and compliance,
game and product innovations, technological
developments, and public awareness. Through its
work in these areas, the Commission has fulfilled
the requirements of the State Lottery Act and
Charitable Bingo Act and has initiated program-
matic changes as necessary to generate revenue
for the State of Texas and fulfill the agency’s
vision—to be the preeminent Lottery and
Charitable Bingo agency through innovative
leadership. 

A. Economic Development

The Texas Lottery Commission contributes to
economic development in Texas by generating
revenue for the State of Texas and charitable
organizations through the conduct of its Lottery
and Charitable Bingo operations, respectively.
Gross dollars generated by these activities also
result in the creation of new jobs and businesses
in local communities within the Texas economy. 
The Texas Lottery Commission consistently ranks
highest in gross sales among Texas entertainment
industry providers, as shown in Table 9.

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period

III. AGENCY ACTIVITIES

Table 9
Gross Sales of the Texas Entertainment Industry

Calendar 1998 Calendar 1999 Calendar 2000 Calendar 2001 Calendar 2002 Calendar 2003*

Amusement
and Recreation 959,272,621 1,537,713,626 1,389,700,849 1,302,447,400 1,374,751,092 *
Amusement Parks 301,726,350 341,752,978 289,028,910 329,302,106 275,838,407 *
Motion Picture Theaters 603,578,335 610,773,558 619,622,439 644,043,919 722,714,616 *
Motion Picture &
Video Production 241,821,208 258,052,491 253,947,129 231,999,130 262,518,503 *
Racing Industry 73,780,070 83,535,658 81,454,637 89,236,238 76,055,562 *
Record & Prerecorded
Tape Stores 389,034,244 463,456,000 498,371,498 439,881,936 444,807,926 *
Video Tape Rental 635,276,010 688,931,566 765,228,522 733,689,169 800,661,873 *

Texas Lottery 2,893,039,766 2,503,839,079 2,847,375,946 2,785,797,461 3,011,117,715 3,175,724,076 
Charitable Bingo
(As of 03/17/03
& are unaudited) 606,027,285 607,054,283 582,749,906 563,506,276 557,141,846 575,905,520 

* Complete calendar 2003 data is not yet available. 
Source: Texas Comptroller of Public Accounts and Texas Lottery Commission
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Revenue and Tax Collection

The Commission collects revenue from a variety
of sources, primarily Lottery ticket sale proceeds,
licensing fees and charitable bingo taxes and prize
fees. As part of this function, Commission staff
provides customer service and information relat-
ed to licensing and accounting issues for licensed
lottery retailers and bingo licensees. Collections
staff work with licensees to make sure all funds
due to the state are either electronically trans-
ferred or manually processed in a timely manner.
When necessary, staff prepares notices and evi-
dence required for administrative disciplinary
actions against licensees and works to collect
delinquent payments due the Commission at the
earliest opportunity. Delinquent accounts are
tracked and managed using all available collec-
tion tools such as bank account freezes, levies
and property liens. 

The Texas Lottery Commission has one of the
lowest bad-debt-to-sales ratios for state or provin-
cial lotteries. As of the end of Fiscal Year 2003,
the ratio was .02 percent.

Texas Lottery Sales and Revenue

From its inception in May 1992 through the end
of Fiscal Year 2003, the Texas Lottery has gener-
ated more than $32.7 billion in sales for its
instant and on-line games. Of that amount, a total
of $10.8 billion has been transferred to the State
of Texas, with $5.6 billion going to the
Foundation School Fund. Table 10 shows total
Texas Lottery revenue transfers from 1992 – 2003.   
As of April 15, 2004, total Texas Lottery sales
were up 5 percent over the same period in 2003.

Since the inception of the Texas Lottery, more
than $18.3 billion has been returned to players
in the form of lottery prizes. Texas Lottery
licensed retailers have received approximately
$1.6 billion in commissions and $56.1 million in
bonuses. In Fiscal Year 03, prize payouts to Texas

Lottery winners totaled more than $1.8 billion.
Retailers received more than $156 million in
retailer commissions and more than $3.6 million
in retailer bonuses, for a total of over $159 mil-
lion in payouts to Texas Lottery retailers.

The Commission recorded its fourth consecutive
year of Texas Lottery sales growth during Fiscal
Year 2003. Overall sales for the Games of Texas
totaled $3.13 billion, a 5.5 percent increase over
Fiscal Year 2002. Of this amount, based on a
cash basis, approximately $888.2 million was
transferred to the Foundation School Fund, and
$67 million was transferred to the State’s Tertiary
Care Facility Account.

In addition, the Texas Lottery Commission has
assisted the State of Texas in collecting debts
owed to the State. Before the Commission pays a
jackpot winner his or her prize, it checks to
ensure that the winner does not have certain out-
standing debts to the state. This effort has gar-
nered more than $1.7 million for the state over

Table 10
Revenue Transferred from Texas Lottery

Fiscal Year 1992 – 2004
(in millions)

Comptroller's Cash Basis Accrual Basis
Estimate (Actual) (Actual)

Fiscal 1992 $61 $203 $250 
Fiscal 1993 $400 $609 $657 
Fiscal 1994 $601 $869 $928 
Fiscal 1995 $611 $927 $1,015 
Fiscal 1996 $1,087 $1,158 $1,098 
Fiscal 1997 $1,112 $1,189 $1,183 
Fiscal 1998 $1,430 $1,157 $1,098 
Fiscal 1999 $1,055 $969 $953 
Fiscal 2000 $890 $918 $863 
Fiscal 2001 $816 $865 $864 
Fiscal 2002 $807 $956 $929 
Fiscal 2003 $840 $955 $949 
Fiscal 2004* $804 $564 $555

* FY 2004 totals are calculated through April 15, 2004.
Note: Transfer figures include unclaimed prizes.
Source: Texas Comptroller of Public Accounts and Texas Lottery Commission
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the past three years—debt that might have other-
wise gone unpaid. Table 11 illustrates the agen-
cies receiving funds from this effort.

Table 12 provides a breakdown of year-by-year
sales for the Games of Texas for 1992 – 2003.
Instant game sales increased from Fiscal Year
2001 through 2003 as marketing strategies shift-
ed to produce more games in smaller quantities
and to introduce games based on market
demand, including popular games at higher price
points ($20 and $10 tickets). Sales in Fiscal Year
2003 ended at $2.1 billion, an increase of 10.2
percent over Fiscal Year 2002. 

On-line game sales experienced a decline in
Fiscal Year 2003, which was mostly attributable
to a decrease in Lotto Texas sales. Other on-line
games, such as Pick 3 and Cash Five proved to be
more successful during fiscal year 2003. The
addition of a day drawing to Pick 3, which was
implemented during fiscal year 2002, continued
to produce favorable results. Pick 3 sales
increased by 10.5 percent, marking the ninth
consecutive year of increased sales. Cash Five sales
increased by 16.6 percent over fiscal year 2002. 

Table 11
Debts to the State Collected via Prize

Payment Setoffs
FY 2001 – 2003

Agency Receiving Funds FY 2001 FY 2002 FY 2003

Attorney General $343,577 $279,259 $470,331 
Comptroller $82,238 $84,134 $21,944
Higher Ed Coordinating Board $17,601 $32,641 $24,799
Texas Guaranteed
Student Loan Corp $119,243 $125,932 $69,478
Texas Dept of Human Services $19,545 $16,768 $8,851
Texas Workforce Commission $7,258 $4,660 $1,971
TOTAL $592,462 $543,394 $597,374

Source: Texas Lottery Commission
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Charitable Bingo Revenue and Business
Activities

Since the first licenses were issued in 1982, chari-
table bingo has had positive benefits for charities,
players, and state, county and municipal govern-
ments in Texas. Gross receipts from the conduct
of charitable bingo have totaled over $11 billion,
bingo prizes awarded have been in excess of $8
billion, and charitable distributions have totaled
over $743.6 million. Allocations to local jurisdic-
tions have totaled approximately $169.4 million.

Distributions by organizations conducting chari-
table bingo benefit the people of Texas in many
ways that include providing assistance to local
libraries, veterans organizations, museums,
women’s shelters, needy children, the disabled,
homeless shelters, churches, schools, drug and
alcohol treatment programs, medical treatment
and research programs, volunteer fire depart-
ments, EMS units, police officer organizations,
and senior citizen organizations, to name a few. 

Table 14 shows bingo gross receipts and pull-tab
gross receipts reported for 2002. In bingo gross
receipts, Texas ranked third among all North
American states and provinces for 2002, sur-
passed only by Ontario (ranked #1) and Indiana
(ranked #2).

Table 13  
Texas Lottery Product Sales Goals 

Fiscal Year 2004

Lottery Product % of Sales Annual Sales Goal
Instant Tickets 66.99 $2,234,000,000
Lotto Texas 11.99 400,000,000  
Pick 3 8.24 275,000,000
Cash Five 3.78 126,000,000  
Texas Two Step 1.50 50,000,000       
Mega Millions 6.00 200,000,000
Megaplier 1.50 50,000,000
Total 100.00 $3,335,000,000

Source: Texas Lottery Commission 

Texas Lottery sales are expected to increase for the remainder of Fiscal Year 2004. Table 13 provides the
product sales goals for Fiscal Year 2004.
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Table 14
Bingo and Pull-Tab Gross Receipts, 2002

State/Province Bingo Gross Pull-tab Gross

Alaska $67,154,845 $273,767,221
Arizona $36,361,152
Colorado $63,607,596 $114,348,142
Connecticut $29,421,633 $8,798,418
Illinois $93,268,960 $139,570,980
Indiana $495,035,887 $57,934,550
Kansas $26,600,000 $14,600,000
Kentucky $114,778,050 $477,025,541
Louisiana $117,612,700 $71,242,600
Massachusetts $97,225,586 $39,912,429
Michigan $146,034,939 $220,230,400
Minnesota $72,493,000 $1,327,499,000
Mississippi $75,596,452 $10,220,237
Missouri $95,259,804 $53,361,725
Nebraska $16,686,076 $68,302,524
New Hampshire $30,400,000 $54,100,000
New Mexico $22,188,297 $9,907,744
New York $133,505,612 $319,441,707
North Carolina $30,780,755
North Dakota $45,429,902 $156,630,955
Oregon $63,131,838
Pennsylvania Not Tracked Not Tracked
South Carolina $110,413,544
South Dakota Not Tracked Not Tracked
Texas $467,400,000 $89,000,000
Virginia $243,203,374
Washington $128,252,938 $480,916,062
West Virginia $21,057,214 $134,565,063
Wisconsin $21,760,000
Total $2,864,660,154 $4,121,375,298

Alberta $281,368,000 $48,756,000
British Columbia $127,624,908 Included W/Bingo
Manitoba $78,500,000 $9,700,000
New Brunswick $59,531,441 $319,253
Newfoundland Not Reported Not Reported
Nova Scotia $85,208,000
Ontario $1,100,000,000 $523,000,000
Prince Edward Island $13,027,881
Saskatchewan $111,026,692 $32,607,607
Total $1,856,286,922 $614,382,860

Source: The National Association of Fundraising Ticket Manufacturers 2002 Annual Report, comparing bingo gross receipts and
pull-tab gross receipts from states and provinces. In reviewing the report from which the following data was obtained, an error in
bingo gross receipts reported for Ontario was discovered. The correct information was obtained from a representative of the Alcohol
and Gaming Commission of Ontario.
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Local jurisdictions benefit from charitable bingo
activity through allocations derived from charita-
ble bingo prize fees. A county that imposed a
gross receipts tax on the conduct of bingo as of
January 1, 1993, is entitled to 50 percent of the
prize fee collected under Section 2001.502 of the
Bingo Enabling Act, on a prize awarded at a game
conducted in the county. A city that imposed a
gross receipts tax on the conduct of bingo as of
January 1, 1993, is entitled to 50 percent of the
fee collected under Section 2001.502 of the
Bingo Enabling Act on a prize awarded at a game
conducted in the municipality. If a county and
city are both entitled to a share of the fee imposed
by Section 2001.502 of the Bingo Enabling Act,
the county is entitled to 25 percent of the fee on
a prize awarded at a game conducted in the coun-
ty, and the city is entitled to 25 percent of the fee
on a prize awarded at a game conducted in the
municipality.

In calendar year 2003:

• $575.9 million in gross receipts was 
generated from the conduct of charitable bingo
in Texas; 

• $21.7 million in prize fees, taxes, penalties
and interest were collected from charitable
bingo activities;

• $3.1 million was collected in charitable bingo
license fees;

• $36.7 million was paid in rental fees to
licensed lessors;

• $9.7 million in allocations were 
returned to 179 local jurisdictions for 
their share of charitable bingo prize fees;

• $417.5 million was paid in prizes to bingo
players;

• $29.7 million was distributed to charitable
purposes by licensed conductors; and

• $15.1 million was deposited to the General
Revenue Fund.

Table 15
Charitable Bingo Allocations to Jurisdictions

1982 – 2003

Year Allocations for
Cities and Counties

1982 $657,184 
1983 $1,193,376 
1984 $4,047,322 
1985 $4,103,469 
1986 $3,745,303 
1987 $6,042,654 
1988 $7,935,380 
1989 $9,390,573 
1990 $9,560,443 
1991 $9,825,017 
1992 $5,961,898 
1993 $7,278,829 
1994 $10,812,176 
1995 $10,882,677 
1996 $10,583,249
1997 $10,071,442 
1998 $9,895,196 
1999 $9,910,962
2000 $9,474,278 
2001 $9,163,984
2002 $9,182,649 
2003 $9,653,051 
Totals $169,371,112

This information is obtained from the different Charitable
Bingo systems in effect at the time of a deposit, and is con-
sidered unaudited. The information is based on the date a
deposit was made into the General Revenue Fund and does
not include any amounts that have been refunded or
returned NSF. The Prize Fee and Taxes amounts include both
State and Local jurisdiction’s share.
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Table 16 provides Charitable Bingo Licenses and
Funding for Calendar Years 2000 – 2003.
Charitable bingo total gross receipts increased by
$15,453,779 (3 percent) from 2002 to 2003.
This is the first increase in total gross receipts
since 1995 with the exception of a small increase
of approximately one million dollars from 1998

to 1999. This increase is the result of the
$40,719,837 (46 percent) increase in instant
(pull-tab) sales from 2002 to 2003. The increase
in instant (pull-tab) sales is attributable to the
new style of play tickets that were first approved
for sale in Texas in September 2002.

Table 16
Charitable Bingo Licenses and Funding, Calendar Years 2000 – 2003

2000 2001 2002 2003

Applications 6,075 5,991 5,805 6,157

Total Attendance 25,816,963 24,382,400 23,719,329 22,780,259

Lease Payments $38,468,593 $37,628,823 $37,436,045 $36,697,716

Card Sales $356,392,296 $334,591,929 $319,888,633 $297,348,504

Electronic Sales $137,005,668 $143,791,528 $148,257,435 $148,841,401

Instant (pull-tab)Sales $  89,351,942 $85,122,819 $88,995,778 $129,715,615

Total Gross Receipts $582,749,906 $563,506,276 $557,141,846 $575,905,520

Prizes Paid $413,790,898 $339,974,803 $397,966,256 $417,456,185

License Fees Collected $3,862,974 $3,137,188 $3,187,647 $3,069,812

Prize Fees & Taxes $22,208,725 $21,308,218 $20,972,286 $21,731,411

Allocations $9,474,278 $9,163,984 $9,182,649 $9,653,052

Other Expenses Related 
to the Operation of 
Charitable Bingo Games $62,409,082 $61,007,830 $61,038,029 $52,169,442

Cost of Goods Sold Related
to Charitable Bingo Operations $12,364,912 $11,882,659 $11,458,698 $11,705,651

Charitable Distributions $36,800,474 $34,120,804 $31,724,017 $29,704,888

Since the regulation and administration of charitable bingo has been located at the Texas Lottery
Commission, reductions in outstanding liabilities to the state for bingo prize fees and gross rental taxes
have been realized. In calendar year 1994, when the Texas Lottery Commission assumed responsibility
for the regulation of charitable bingo, outstanding liabilities to the state totaled $673,726. For calendar
year 2003, the amount of outstanding liabilities to the state totaled $85,822.
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B. A Culture of Compliance and Trust

The Texas Lottery Commission is charged with
ensuring the integrity and fairness of Texas Lottery
and charitable bingo games. The Commission
accomplishes this through a number of regulatory
and education programs designed to “incorporate
the highest standards of security and integrity” in
Texas Lottery and Charitable Bingo games
throughout the state. 

Licensing and Compliance Monitoring

The agency’s Lottery Operations Division is the
regulatory arm for Texas Lottery games. This
Division ensures that the lottery operator provides
certain contracted services to players and retailers,
and that retailers and players comply with the
requirements set forth in the State Lottery Act and
Title 16, Chapter 401 of the Texas Administrative
Code. The Lottery Operations Division works
closely with the Security and Legal Divisions when
violations in these areas are detected. 

By maintaining a physical presence in both the
warehouse and business office facilities of the lot-
tery operator, the agency is capable of monitoring
the level of service received from the primary ven-
dor of the Commission to ensure contractual stan-
dards are met. This vendor oversight provides
assurance that Lottery players and retailers are
receiving the services they expect and require from
the lottery operator.

The Lottery Operations Division also licenses
Lottery retailers to sell Lottery products to the
public. These products currently consist of
instant tickets and on-line games. In Fiscal Year
2003, new licenses were issued to 1,894 Lottery
retailers. 

The Texas Lottery Commission, through three
sections of its Charitable Bingo Operations
Division, works to ensure licensee compliance
with the Bingo Enabling Act and Charitable
Bingo Administrative Rules. The Licensing

Services Section reviews and licenses charitable
organizations that conduct bingo games, persons
who lease the locations where bingo games are
conducted, entities that manufacture and distrib-
ute bingo equipment, and entities that provide
automated bingo services. The Audit Services
Section monitors licensees through the conduct
of a variety of different audits and inspections,
and also conducts Operator Training. Any licens-
ee found not to be in compliance with the Bingo
Enabling Act and Charitable Bingo Administrative
Rules is subject to revocation or denial of the
license. The Accounting Services Section process-
es quarterly tax returns, mails out billing notices,
identifies non-filers of quarterly tax returns to the
Audit Services Section for collection, communi-
cates with licensees about liabilities and tax
issues, prepares bond payment demand notices,
collects remittances on delinquent accounts, con-
ducts testing of bingo equipment and products,
publishes the Bingo Bulletin, and maintains the
Division’s Web site.

In calendar year 2003, the Charitable Bingo
Operations Division processed a total of 6,157
bingo license applications. The types of bingo
applications processed include original, annual
renewals, amendments, and temporary licenses.

Through issuing licenses and monitoring for
compliance, the Commission works to ensure
that the organizations involved in charitable
bingo and Lottery operations adhere to the laws
of the state and administrative rules.

Compliance Activity Monitoring Process (CAMP)

Beginning in fall 2004, the newly created
Compliance Activity Monitoring Process
(CAMP) Section of the Security Division will be
responsible for monitoring the life cycle of com-
plaints and violations of the Bingo Enabling Act
and State Lottery Act and respective administra-
tive rules. The CAMP Section will be a central-
ized intake unit for complaints and will also
monitor violations that are discovered internally.
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CAMP staff will be responsible for maintaining
the standards set by the Texas Lottery
Commission relating to complaints. 

An automated system is being developed which
will provide the ability to track all complaints
and violations from initial intake or discovery to
final disposition by allowing the CAMP Section
to monitor the enforcement process as work
flows between the Security, Legal, Charitable
Bingo and/or Lottery Operations Divisions of
the agency. The CAMP Section will maintain the
comprehensive database on complaints, viola-
tions and dispositions to facilitate trend analysis
and reporting. The information will allow the
agency to make informed decisions relating to
licensees by reviewing compliance history when
determining license issuance and/or administra-
tive action.

Drawings

The Commission works hard to maintain the
public trust by protecting and ensuring the secu-
rity of Lottery games, systems, drawings and
operational facilities. 

Drawings to determine the winning combina-
tion(s) of the Texas Lottery’s on-line games are
conducted on-site in the Texas Lottery drawings
studio, are supervised by the Security Division,
and are open to the public, in accordance with
the rules of the specific game being played and
the drawing procedures for the specific game.

The Texas Lottery Draw Team performs all the
night drawings for the Megaplier, Lotto Texas,
Cash Five, and Texas Two Step, and the day and
night drawings for Pick 3 in a security-controlled
drawings studio. The drawings are conducted
Monday through Saturday throughout the year,
including holidays. The drawing procedures are
rigorous and must be followed exactly with no
room for error. Each game draw includes a series
of pre-tests prior to the live broadcast to ensure
that no malfunctions or abnormalities are occur-

ring with the equipment. An independent audit-
ing firm audits the entire process from equip-
ment selection to the live drawing itself. The
Draw Team staff and the auditor are both
required to enter data into the computer system
which allows for the validation of matching offi-
cial tickets sold. The Draw Team supervises the
drawings broadcast crew and the independent
auditors to ensure that the procedure checklist is
followed. This checklist covers more than 300
steps that are required for each set of drawings.

All of the drawings for the Games of Texas are
conducted using ball machines, with the excep-
tion of the Mega Millions Megaplier drawing. In
fiscal year 2004, with the addition of the multi-
state game Mega Millions to the on-line game
mix, the Texas Lottery Commission implemented
its first-ever computer-generated drawing for the
add-on feature, the Megaplier. The Megaplier
number is selected using a Random Animated
Digital Drawing System (RADDS®) that has
been certified by an independent third party to
ensure that the numbers selected represent a fair
lottery drawing. This drawing is taped and
merged with a tape of the Mega Millions™ draw-
ing conducted in Atlanta, and then broadcast to
Texas television stations via satellite feed. 

Drawing results are made available to the general
public on the Texas Lottery Web site home page,
as well as through live webcasts of Lotto Texas
drawings and on-demand webcasts of the other
on-line drawings. In addition, winning number
information is also available as part of newscasts,
in daily newspapers the morning after a drawing,
and at retailer locations.
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Product Testing Laboratories

Three laboratories operated by the Commission
help to ensure the fairness of the games and sup-
port lottery and bingo functions.

Lottery Ticket Lab
This lab tests instant and on-line tickets for ticket
security, quality and environmental standards.
The testing process is a scientific investigation of
the game to determine whether a ticket can be
compromised for unlawful purposes, to ensure
that the quality of the product makes the tickets
player friendly, and to check to see if the manu-
facturer is meeting the environmental standards.
The agency’s instant ticket lab operates in addi-
tion to any quality assurance measures taken by
the ticket manufacturer and serves to enhance the
integrity of the games. This lab also reviews tick-
ets and other questionable documents for forensic
testing analysis. This laboratory performs special-
ized computer, photographic and chemical meth-
ods of testing to determine whether a ticket has
been altered.

Bingo Pull-Tab & Paper Testing Lab
This lab is operated by the Charitable Bingo
Operations Division and provides the quality
assurance and integrity of each pull-tab game and
all bingo paper that will be available for sale at
charitable bingo locations. This lab receives sam-
ples of each proposed bingo pull-tab game and
bingo paper submitted by licensed bingo manu-
facturers for approval. This group reviews pull-
tab and paper artwork submitted by manufactur-
ers. After the initial approval of pull-tab artwork,
a series of submission samples of each pull-tab
game are analyzed by the bingo pull-tab testing
lab to determine the prize accuracy, randomness
and quality of each game. The primary function
of the bingo pull-tab testing lab is to determine if
each pull-tab game submitted and all bingo
paper artwork meet the requirements of the
Bingo Enabling Act and Charitable Bingo
Administrative Rules.

Electronic Device Testing Lab
This lab is operated by the Charitable Bingo
Operations Division and provides for the quality
assurance and integrity of the electronic devices
available for use at charitable bingo locations.
This lab receives electronic devices such as elec-
tronic card-minding devices, pull-tab ticket dis-
pensers, bingo ball blowers and bingo flashboards
submitted by licensed bingo manufacturers for
testing and approval. Initial approval applies only
to the specific device or system that is submitted.
Any modifications to any approved device or sys-
tem must be resubmitted for approval before
becoming available for use at charitable bingo
locations.

Internal Audit

The Internal Audit Division (Internal Audit)
serves as an independent appraisal function with-
in the Texas Lottery Commission. The function
of the Internal Audit Division is to determine
whether the agency’s network of risk manage-
ment, control, and governance processes, as
designed and represented by management, is ade-
quate. The Division assists the three-member
Commission and agency management by furnish-
ing independent analyses, appraisals, and recom-
mendations about the adequacy and effectiveness
of the agency’s systems of internal control policies
and procedures, and the quality of performance
in carrying out assigned responsibilities.

Enforcement Initiatives

As part of its regulatory role, the Commission,
through its Security Division, investigates
alleged violations of the State Lottery Act, Bingo
Enabling Act and the respective administrative
rules. This may also encompass crimes listed in
the Texas Penal Code.

The investigators are assigned a wide range of
investigations. This includes in-depth back-
ground investigations on all Lottery employees
during their initial hire, as well as complex ven-
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dor/manufacturer background investigations.
Investigations are conducted on complaints with-
in the agency’s jurisdiction. 

Major Programs Related to Enforcement
• Covert investigations
• Proactive investigations (compliance 

inspections, complaint investigations)
• Regional and district field office operations
• Validation of all lottery tickets greater than one 

million dollars
• Validation of Mega Millions tickets valued at 

$175,000 or greater
• Investigation of all questionable tickets
• On-the-job/in-service training for 

commissioned peace officers
• Forensics
• Firearms instruction and qualification

Activity for Fiscal Year 2003 is shown in Tables
17 and 18.

Resource for Local Law Enforcement
The Security Division has become a key resource
for the law enforcement community based on the
division’s knowledge of scams involving Lottery
tickets and cases involving gambling devices. The
Division serves as a resource to law enforcement
agencies regarding the State Lottery Act and
Bingo Enabling Act. Critical information shared
with the law enforcement community has led to
convictions for many crimes, from small thefts to
arson and capital murder cases.

Retailer Education Initiative

In Fiscal Year 2003, the Texas Lottery launched
an initiative to increase retailer knowledge of
Texas Lottery rules and regulations. Whereas pre-
vious initiatives were targeted to retailer officers
and owners, the new initiative expands its focus
to Lottery retailer clerks—the main point of con-
tact with Lottery players. The ultimate goal of
the initiative is to decrease the number of viola-
tions of Lottery rules and regulations. Retailers
will be provided with additional training oppor-
tunities and printed materials that reference lot-
tery rules and statutes, to complement the exist-
ing retailer manual that provides hands-on infor-
mation about how to sell Lottery tickets.

Table 17
Lottery Security Data

Fiscal Year 2003

Security Activities              No. of Cases
Stolen Ticket Reports               1168
Complaints                                  588
Background Investigations          189
Retailer Inspections                   727

Total 2672

Source: Texas Lottery Commission 

Table 18
Bingo Security Data

Fiscal Year 2003

Security Activities            No. of Cases
Complaints                    212 
Background Investigations        271
Required Inspections 2
Requests to Witness
Destruction of Bingo                     
Paper/Products                           11
Bingo Occasion Inspections 44

Total 540

Source: Texas Lottery Commission Security Division 
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Bingo Operator Training Program

Section 2001.107 of the Bingo Enabling Act
established the Bingo Operator Training program
as a requirement of maintaining a charitable
bingo conductor’s license in Texas. Charitable
Bingo Administrative Rule 402.550 sets out the
requirements of the program and requires the
primary operator or an alternative operator to
complete eight hours of training every two years. 

The program is designed to provide training in
(1) the requirements of the Bingo Enabling Act
and Charitable Administrative Rules, (2) con-
ducting a bingo game, (3) record-keeping
requirements, (4) administration and operation
of charitable bingo (5) the Bingo Advisory
Committee, and (6) general information about
the licensing process.

The first Operator Training Program was held
March 1, 2000. Operator Training Programs are
updated regularly and held at multiple sites
throughout the state each year. Since the incep-
tion of the Operator Training Program through
December 31, 2003, 156 training programs have
been conducted with 5,822 individuals attend-
ing. From May 16, 2000 to December 31, 2003,
5,428 attendees filled out a total of 4,606 surveys
designed to assess their opinion of the value of
the Operator Training Program. During this peri-
od, 85 percent of those attending responded, and
of those completing the survey, 95 percent found
the Operator Training Program to be worth-
while. 

There has been a decrease in the number of
audit violations cited since the inception of the
Operator Training Program. In Fiscal Year
2000, 81.9 percent of audits contained viola-
tions. In Fiscal Year 2003 that number dropped
to 71 percent, resulting in a 13 percent decline
in violations. 

Protecting Intellectual Property

The Texas Lottery Commission recognizes that
protecting its intellectual property—such as
game names, logos and other identifying
marks—is a critical part of protecting the
integrity of the games. Consumers need to be
assured that tickets appearing to be from the
Texas Lottery indeed are. 

To address this issue, the Commission maintains
a contract with outside counsel. This contract,
approved by the Office of the Attorney General,
provides for intellectual property legal advice and
related litigation services. The Office of the
Attorney General does not presently have the
expertise in this area to meet the needs of the
Commission. 

C. Game and Product Innovations

The Texas Lottery Commission strives to provide
the citizens of Texas with the best entertainment
experience available through its products.
Periodically, changes may be recommended to
keep Texas Lottery and charitable bingo games
innovative and exciting for Texas players. The
agency relies heavily on marketing research to
help ensure that any Commission changes to the
current game mix will effectively meet the needs
of Texas players as well as assist in sustaining
overall sales and business operations.

Texas Lottery

Mega Millions
Following the 78th Legislative Regular Session, in
June 2003 Governor Rick Perry signed House
Bill 3459, which authorized the Texas Lottery
Commission to enter into an agreement with
other jurisdictions to participate in a multijuris-
diction lottery game. Staff research and negotia-
tions spanning several months concluded at the
meeting of the Texas Lottery Commission on
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October 16, 2003, when Executive Director
Reagan E. Greer, with the unanimous approval
of Texas Lottery Commissioners, signed an agree-
ment with 10 other party lotteries, marking
Texas’ official entry into Mega Millions, a multi-
state lottery game known for its big jackpots.
The Commission also adopted emergency rule
16 TAC §401.315 relating to the Mega Millions
on-line game. The rule establishes the game rules
for the Mega Millions game in Texas. 

Sales for Mega Millions began on Wednesday,
December 3, 2003, and the first drawing was
held on Friday, December 5. As with other Texas
Lottery games, Mega Millions revenues will go to
the Foundation School Fund to support public
education.

Texas is the only participating Mega Millions
state to offer players a chance to increase their
non-grand/jackpot prize winnings through a spe-
cial feature called Megaplier. For $1 more per
play board, players can increase their non-
grand/jackpot prize by 2, 3, or 4 times. The
Megaplier number is selected from a field of 21
numbers before each Mega Millions drawing
using a random number generator with an ani-
mated draw system. Each Megaplier drawing is
taped in Texas prior to the Mega Millions draw-
ing in Atlanta, which is held Tuesdays and
Fridays at 10:00 p.m. Central Time. Tapes of the
two drawings are then merged and broadcast via
satellite to Texas television stations at 10:12 p.m.
Central Time.

The agency expects to meet or exceed the
Comptroller of Public Accounts’ projection that
a multijusrisdiction lottery game would generate
$101 million in revenue to the State of Texas
within the first biennium following the game’s
launch in Texas. 

Changes to other on-line games
A day drawing was added to the Pick 3 game on
April 28, 2002, and the addition has assisted the
game in realizing a noted increase in sales. Even

though the change occurred in the middle of the
Fiscal Year 2002, sales jumped 12.55 percent
from the previous fiscal year. From Fiscal Year
2002 to Fiscal Year 2003, sales increased again,
rising 9.47 percent and marked the ninth straight
year of sales increases for the Lottery’s second-
oldest on-line game.

For Cash Five, the change was just as great in
terms of sales. The game, where players now pick
five numbers from a field of 37—with daily
drawings Monday through Saturday nights—
went from having the highest overall odds of a
five-digit game in the country to one of the low-
est, at 1 in 8. The Cash Five changes went into
effect on July 28, 2002, and after nearly a 19
percent drop in annual sales from Fiscal Year
2001 to Fiscal Year 2002, sales climbed up 14.25
percent from Fiscal Year 2002 to Fiscal Year
2003.

The Texas Lottery continually evaluates its prod-
uct mix. The Lotto Texas game has been modified
twice—the first time in July 2000, when the
game changed from a 6-of-50 to a 6-of-54
matrix, and again in May 2003, when the game
changed to a bonus ball-style, 5-of-44 + 1-of-44
matrix. The Lotto Texas game and the Texas
Lottery are synonymous due to the strong brand
recognition Lotto Texas has acquired during its
11-year tenure as the state’s multi-million-dollar
jackpot game. Due to the introduction of the
multistate game Mega Millions, there will be
increased evaluation and analysis of Lotto Texas to
ensure the in-state lotto game remains viable to
Texans. If, over time, shifts in spending from
Lotto Texas to Mega Millions exceed early projec-
tions, another Lotto Texas game change may be
necessary to keep players interested.

New Instant Ticket Game Plan
In Fiscal Year 2004, the Texas Lottery launched a
new strategy of introducing multiple instant
games together in “suites.” This strategy was
designed to allow for a more diverse offering at
one time and show players the differences and
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advantages of the various games. The “suite” con-
cept incorporates the following:

• standardization of top prize amounts and
prize payouts 

• prize callouts on the faces of the tickets 
• enhanced prize structures 
• each game within a suite having different prize 

levels, themes, and play styles, and being very 
different in design and color 

• suites of games being introduced every two 
weeks

In addition, the following strategies continue to
be a part of the instant game plan: 

• more games at smaller print runs
• an inventory optimization plan that supplies

instant tickets according to market supply and 
demand

• the continuing offer of attractive prize payouts 
to players

• $1 games being distributed to retailers in
daily ticket orders

Since the implementation of the “more games at
smaller print runs” strategy in October 2001,
instant ticket sales have increased each year.
Fiscal Year 2003 sales of $2.129 billion realized
the highest sales since Fiscal Year 1997 sales of
$2.358 billion, which stands as the highest mark
in Texas Lottery history. 

Instant sales for the current year are already more
than $31 million higher than last year. The
increase is due in large part to a migration to
higher-price-point games of $10 and $20, which
are now offered all of the time. To show this,
Figure E compares the percentage of sales based
on price points in Fiscal Year 2001 and Fiscal
Year 2004.

Figure E
Instant Ticket Sales, by Price Point

Fiscal Year 2001 v. Fiscal Year 2004
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Cross-play
The Commission currently employs two specific
marketing strategies to facilitate more cross-play
between existing Texas Lottery games. The first is
to offer a free ticket for one game with the pur-
chase of a ticket for another game. The second is
to distribute bar-coded coupons that offer a free
instant ticket with the purchase of an on-line
game ticket.

New Equipment for Retailers and Players
As of 2004, selected Texas Lottery retailers are
able to use self-service terminals (SSTs) to sell
tickets for Texas Lottery on-line games. Through
a contract amendment with GTECH, the
Lottery placed 1,000 SSTs in selected retail loca-
tions across the state prior to August 31, 2004.
The SSTs enable players to purchase tickets for
Texas Lottery on-line games without the assis-
tance of store personnel. They can also use the
SSTs to check to see whether their on-line and
instant game tickets might potentially be win-
ners. The SSTs were placed in retail locations
that had experienced success with Instant Ticket
Vending Machines (ITVMs). 

Through the same contact amendment, the
Lottery also placed 8,000 programmable L.E.D.
signs at retail locations. These 24-inch signs were
placed in store fronts in order to generally pro-
mote the Lottery’s jackpot games. They also will
be used to publicize any future Amber Alerts, as
part of the Texas Lottery’s participation in the
Texas Amber Alert Network. 

The Lottery has also just completed the transi-
tion from 12-game to 16-game Instant Ticket
Vending Machines (ITVMs). The current ITVM
contract will allow for future upgrades to
24-game machines.

Product Distribution
Texas Lottery products are currently available at
over 16,000 retail locations, and about three-
fourths of these locations are convenience stores.
The Lottery is focusing its efforts on the recruit-

ment of high-traffic retail locations that currently
do not sell Lottery products, as well as non-tradi-
tional types of locations such as airports, drug
stores and home improvement stores. The
Lottery will also continue to explore new avenues
for retailer recruitment and retainment.

Charitable Bingo

In fall 2002, the Charitable Bingo Operations
Division approved 34 instant (pull-tab) games
that had not previously been authorized for sale
in Texas. These new games included a variety of
different play styles, including a style of play
called an event ticket. Subsequent to the approval
of event tickets in Texas, sales of pull-tabs in
Calendar Year 2003 showed the largest dollar and
percentage increase since 1988. Gross receipts for
instant (pull-tab) sales in 2003 increased by
$40,719,837 over the prior year, an increase of
46 percent.  

The new pull-tab tickets were introduced to the
Texas market following the amendment of
Charitable Bingo Administrative Rule 402.554,
Pull-Tab Bingo, in July 2002. Additional new
styles of play authorized by the rule provisions
included sign-up board ticket, event ticket, coin
board, multiple-part event and multiple-part
instant tickets. 

The new styles of instant (pull-tab) games have
had a positive impact not only on Charitable
Bingo sales but also on money raised by Texas
charitable organizations. Phil Arnold and Jesse
Douty, Primary Operators for The Reunion
Institute, Inc. and Living History Studies, Inc.
respectively, estimated an 80 percent increase in
pull-tab sales attributable solely to the sales of
event tickets. Dr. Arnold said, “People who pre-
viously have not played pull-tabs very much or at
all have now started to play pull-tabs. We’ve
opened up a new market without bringing new
people into the hall. People who never wanted to
play pull-tabs are now playing because a bingo
ball is involved. Now, instead of maybe $10 a
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person for two sessions in a day, we’re averaging
$20 a person on pull-tabs.”

Pull-tabs emerged in the 1970s as a popular
fundraising game for charities and found easy
acceptance in bingo games. The sale of instant (pull-
tab) games spread to other locations, such as frater-
nal clubs, service clubs and veterans organizations,
and into taverns, depending upon state regulations.
In 2002 pull-tab gross receipts exceeded bingo gross
receipts in 11 states, according to the National
Association of Fundraising Ticket Manufacturers
2002 Annual Report. Table 19 shows pull-tab gross
receipts compared to bingo gross receipts for 2002
in states and provinces reporting pull-tab sales.
Based on the success to date of the new play styles

in Texas, as well as their success in other jurisdic-
tions, the Charitable Bingo Operations Division
anticipates continued sales success with the intro-
duction of these new play styles of instant (pull-tab)
bingo games in Texas. 

Role of Market Research

The goal of marketing research is to provide insight
and understanding of Texas Lottery and charitable
bingo customers and related issues as they relate to
the changing market and make-up of Lottery and
bingo games, while providing supportive informa-
tion in decision-making and budget development
processes. 

State/Province Bingo Gross Pull-tab Gross Pull-tab Sales as a 
Receipts 2002 Receipts 2002 Percentage of

Bingo Gross Receipts

Alaska $67,154,845 $273,767,221 408%
Colorado $63,607,596 $114,348,142 180%
Connecticut $29,421,633 $8,798,418 30%
Illinois $93,268,960 $139,570,980 150%
Indiana $495,035,887 $57,934,550 12%
Kansas $26,600,000 $14,600,000 55%
Kentucky $114,778,050 $477,025,541 416%
Louisiana $117,612,700 $71,242,600 61%
Massachusetts $97,225,586 $39,912,429 41%
Michigan $146,034,939 $220,230,400 151%
Minnesota $72,493,000 $1,327,499,000 1831%
Mississippi $75,596,452 $10,220,237 14%
Missouri $95,259,804 $53,361,725 56%
Nebraska $16,686,076 $68,302,524 409%
New Hampshire $30,400,000 $54,100,000 178%
New Mexico $22,188,297 $9,907,744 45%
New York $133,505,612 $319,441,707 239%
North Dakota $45,429,902 $156,630,955 345%
Texas $467,400,000 $89,000,000 19%
Washington $128,252,938 $480,916,062 375%
West Virginia $21,057,214 $134,565,063 639%
Alberta $281,368,000 $48,756,000 17%
Manitoba $78,500,000 $9,700,000 12%
New Brunswick $59,531,441 $319,253 1%
Ontario $1,100,000,000 $523,000,000 48%
Saskatchewan $111,026,692 $32,607,607 29%

Source: Texas Lottery Commission 
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Table 19 
Pull-Tab Sales as a Percentage of Bingo Gross Receipts 
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The Texas Lottery Commission’s research efforts
continue to grow. Marketing research has proven
to be an effective strategy that allows the agency
to know more about its players and sustain the
sales of existing games, to design new games and
add game enhancements that meet or exceed
customer expectations, to develop effective pro-
motional opportunities, and to enhance product
distribution channels. Following are the agency’s
current marketing research initiatives. 

Lottery Research Groups
The Marketing Division convenes Lottery
research groups consisting of Lottery players
and/or retailers who are selected based on
research criteria and invited to a research setting
to be questioned on Lottery topics such as
media, advertising, and various game products.
The most common use for research groups is for
instant ticket concept testing. These groups are
held in various cities throughout the state—
approximately once per quarter. Research groups
are conducted by an outside vendor, and reports
are written internally and correlated to other
research projects.

Demographic Study of Texas Lottery Players
As mandated by statute, the agency’s Executive
Director contracts with an independent firm to
conduct a demographic study of Texas Lottery
players every two years. The University of Texas
at Austin, College of Communication, Office of
Survey Research conducted the most recent
study, the 2003 Demographic Study of Texas
Lottery Players, in the fall of 2002. 

Annual Segmentation Study
The Marketing Division has contracted with an
outside vendor to produce the Annual
Segmentation Study each October for the past
several years. This study allows for a year-to-year
comparison of players and their demographics,
attitudes, psychographics and behaviors related
to the Lottery, using a sample size of approxi-
mately 1,200. Data regarding players, specifically
player segments, are reported as part of the study.

The Annual Segmentation Study is conducted by
an outside vendor. Reports are written internally
to correlate to all research projects.

Monthly Tracking Study
The Marketing Division’s Monthly Tracking Study
gathers data from a sample size of approximately
400. Three months’ worth of data are rolled up
into one quarter’s worth of data, for a sample size
of 1,200. This number allows for better statistical
comparison quarter to quarter. As with the
Annual Segmentation Study, the monthly tracking
studies collect data on player segments, player
attitudes toward the Lottery, and play behavior as
it relates to Lottery games. Monthly tracking
studies are conducted by an outside vendor.
Reports are written internally to correlate to all
research projects.

Retailer Research Survey Project
The Retailer Research Survey Project is a month-
ly project surveying a sample of current Lottery
retailers. The outcome of this project is to survey
all retailers within a two-year time frame.
Retailers are questioned on their opinions and
operations related to the Lottery and GTECH
Corporation®, the lottery operator. Other issues
included in the survey are point-of-sale use,
number of tickets versus dispensers, use of in-
store promotions, etc. Retailers from across the
state, within various retail classifications and
among the various retailer levels, are surveyed.
All responses are compiled into a monthly report
describing general trends among various retailers.
The data for the Retailer Research Project are
collected by claim center personnel. All reports
are written internally.

Charitable Bingo Player Survey
The Charitable Bingo Operations Division, in
coordination with the Research Section of the
agency’s Marketing Division and members of the
Bingo Advisory Committee, developed and con-
ducted a survey of bingo players across Texas in
2003. The results were published in a report titled
Charitable Bingo Player Survey Demographics and
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Participation Report 2003. For Texas, this survey
and related data was the first of its kind and pro-
vided valuable information about the demograph-
ics of charitable bingo players and why they play
bingo. The current data will serve as a benchmark
for future studies on charitable bingo players.

D. Technological Developments

Impact of Technology on Agency Operations

The most significant impact of technology on cur-
rent agency operations is the growth in Internet
services. The Texas Lottery Commission Web site
(www.txlottery.org) provides the general public,
the playing public, lottery retailers and the media
with up-to-date information on the Games of
Texas, as well as access to live drawings online,
information about Texas Lottery Commission gov-
erning rules and meetings, and published reports.
Most of the forms used by Lottery retailers are
available online. Nearly one million Texans per
month check the Web site for the latest in Lottery
news, and are able to e-mail their questions, com-
ments and complaints directly to communication
services staff for a quick response. This site also
provides a link to the Charitable Bingo Web site.

The Charitable Bingo Web site (www.txbingo.org)
provides licensees, the playing public, the media,
and the general public with access to bingo advi-
sory opinions, conductor and lessor quarterly
reports, licensing applications and forms,
Charitable Bingo publications, news alerts, fre-
quently asked questions, office locations, contact
information, and a method for filing a complaint
online. The site also provides access to electronic
copies of the Bingo Enabling Act and Charitable
Bingo Administrative Rules and interactive auto-
mated record-keeping forms. Additionally, the site
features online registration capabilities for the
Bingo Operator Training Program, a registry of
approved bingo workers, and a Legal Notices sec-
tion. The Charitable Bingo Operations Division,
with the assistance of the staff in the Information

Technology Division, is currently reviewing and
redesigning the Division’s home page to make it
more accessible and user-friendly.

The Texas Lottery Commission is currently
developing several system applications for
Internet delivery. This will move the agency’s cus-
tomer and client transactions from mail and tele-
phone to high-availability Internet service—24
hours a day, seven days a week. This will allow
the agency to provide customer service on
demand, based on customer needs. With the
development of these Internet applications, serv-
ices to agency customers will be more timely and
efficient. Agency business associates will be able
to work more effectively and experience
improved reporting accuracy through automated
systems. Self-service applications will decrease the
number of staff-completed transactions, reduce
opportunities for errors in interpretation of the
data, and result in higher completion ratios for
more accurate and timely processing of transac-
tions. The online applications will also save
agency staff time that can be redirected to pro-
vide enhanced customer service to those who
require greater assistance. 

The agency recently completed development of
an e-Strategy plan, and began project implemen-
tation in February 2004. These projects consti-
tute an agency-wide, cross-program strategy for
delivery of both Lottery and charitable bingo
services via the Internet. Planning began with a
review of existing delivery processes, including
technical architecture, in order to identify poten-
tial Internet opportunities. These opportunities
were then analyzed and refined, culminating in a
number of detailed business cases.

The Commission and management team identi-
fied the following four opportunities as top
agency priorities: Internet Retail Service Center,
Bingo License and Support Center, Internet-
based Training, and Bingo Financial Reporting.
The agency identified the areas that would most
benefit its customers and set Web priorities
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accordingly. Over the next 24 months these
efforts will significantly expand the agency’s
Web presence. 

The Internet Retail Service Center will provide a
group of Internet-based services through which
retailers can begin to obtain information specific
to their operation. The three main service compo-
nents are: (1) obtaining new licenses and renew-
ing licenses, (2) financial reporting/transactions,
and (3) general customer service. These interac-
tive components can be wrapped into an exciting
and informative service center that provides retail-
er-specific news, information and mail subscrip-
tion options.

The Bingo License and Support Center will move
bingo license renewals and financial reporting
online. Bingo license renewals are currently
processed manually and require a great deal of
administrative time and effort to complete.
Additionally, many of the renewal forms received
by the agency are incomplete. The Bingo License
and Support Center will enable us to reduce our
administrative costs and decrease or eliminate
mail transit time for our applicants. This online,
automated process will allow faster renewals and
improved accuracy. The application will include a
bingo licensing renewal system, an online forms
system, and system administrator functions. The
system will have a fully integrated automated pay-
ment system to accept payments for services via
Texas On-line. 

Bingo Financial Reporting will provide 10 to 14
financial reports online. Implementing this
opportunity will reduce the time and effort spent
handling repetitive requests for financial reports.
The system will include a bingo financial report
index, a report finder, and an administrative and
file transfer function. By eliminating routine
requests for financial information, staff will be
free to focus on researching less common
requests.

The Internet Training Center is scenario-based
and interactive and will increase the availability
and effectiveness of training not only for Lottery
retailers, bingo operators, and vendors, but for
other constituents as well. Lottery retailers that are
well trained will be more effective at selling
Lottery products. Bingo operators can take the
required license training online, reducing the time
and travel expense associated with the Charitable
Bingo Division’s providing this training. Also, ven-
dors will be guided through the completion of a
Business Subcontracting Plan, resulting in more
competitive procurements.

With the addition of the multistate game Mega
Millions to the Texas Lottery’s on-line game mix in
December 2003, the agency implemented a
Random Animated Digital Drawing System
(RADDS®) for the Mega Millions Megaplier draw-
ings. The Megaplier is an add-on game feature
available only to Texas players. This is the first
time the agency has conducted computerized
drawings for any of its games. The use of the
RADDS for the Megaplier drawings has had a
positive impact on agency operations by requiring
less staff time and effort.

Automation Efforts

The Texas Lottery Commission continually reviews
strategies for technology hardware and software
refresh. The agency is currently reviewing its desk-
top strategy of leasing versus purchasing. The
agency will, during the next biennium, replace all
desktop computers. This will keep maintenance
costs down and provide business units with the
ability to run current software releases.

The agency is looking at a refresh plan based on a
four-year life cycle with some devices being
replaced more frequently based on operational
requirements. In reviewing hardware/software
upgrades or replacements, the agency follows DIR
guidelines and uses materials such as SAO’s
“Guide to Cost-Based Decision Making” and
related industry reports.
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Document Imaging

The agency uses document imaging services to
maintain certain agency records and enhance staff
efficiency in accessing data. This approach focuses
primarily on the management of licensed retailer
files and maintenance of certain contract files,
which are digitally stored and available for view by
agency staff. The agency is committed to expanding
the use of electronic records management where it
creates operational efficiencies and value for the
State. The agency recently identified several agency
work processes that will benefit from the conversion
to electronic file management. 

Commitment to Technological Competency

The Texas Lottery Commission recognizes the
importance of staying current with technology in
order to increase operational efficiency and
enhance the agency’s effectiveness. The
Commission is committed to investing in training
to provide its employees with the skills they need
to work in today’s technical workplace.

E. Public Awareness

Public awareness of Texas Lottery Commission
activities is crucial to the agency’s effectiveness in
generating revenue for the State of Texas and to
maintaining the public trust. The goal of the Texas
Lottery Commission’s advertising, promotion, and
public service initiatives is to foster greater aware-
ness of the Games of Texas, charitable bingo, and
the Texas Lottery Commission. 

Lottery Advertising

The agency’s “State Revenue Received Per
Advertising Dollar Expended” and “Dollar
Amount of Advertising Budget Spent on
Television” performance measures demonstrate a
clear link between advertising and sales, and, sub-
sequently, revenue to the State. The agency has
made considerable efforts to wisely allocate its

advertising dollars and meet the objective of reach-
ing adult Texans, and generate interest in and
awareness of the Texas Lottery and its games. 

Currently, the Texas Lottery Commission’s adver-
tising reaches 20 Designated Market Areas
throughout the state. Using a combination of
mass media (television, radio, newspaper, bill-
boards) and point-of-sale materials (flyers,
brochures, posters, etc.), the goal is to stimulate
sales and provide consumers and retailers with
notice of winning tickets remaining and end-of-
game dates, as well as provide procurement oppor-
tunities for minority vendors. 

The agency adheres to specific measures in the
State Lottery Act that address the means, con-
cepts, and venues in which the Texas Lottery can
communicate its message to the public. The
agency’s advertising reflects the Texas Lottery’s
mission, values and principles of integrity. The
advertising does not show a change of lifestyle,
does not over-promise, does not unduly influence
and does not show anyone under the age of 18 in
any of its television commercials. The advertising
sends a comprehensive and concise message sup-
porting Lottery products and activities by promot-
ing awareness through the different advertising
media.

Winner Awareness Campaigns
TV and radio spots featuring actual Texas Lottery
winners have proven to be successful in promoting
a positive public image of the Lottery and showing
that everyday people play and win Texas Lottery
instant and on-line games. Earlier winner cam-
paigns focused on Lotto Texas winners who won
multi-million dollar prizes. Advertising research
revealed that while those ads were popular, players
wanted to see winners at varying prize levels
because some viewers might perceive lower-prize
wins to be more attainable than large-jackpot
wins. As a result of these findings, recent cam-
paigns have included winners representing a vari-
ety of games and prize levels. This expanded focus
on the variety of lottery winners has produced ads
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that have had the highest reported player recall in
subsequent tracking studies. In other words, these
ads have proven to be memorable with players.
The agency intends to continue winner campaigns
in the future so that players can continue to see
real Lottery winners. The biggest challenge in pro-
ducing this type of advertising is finding winners
who are willing to participate and have an interest-
ing story to tell. 

To increase winner awareness, the agency also
publishes Winning!, a bi-monthly newsletter that
is distributed to players through retailer loca-
tions and the agency Web site and that height-
ens winner awareness and excitement about the
Games of Texas.

Promotions

Events
Currently, the Marketing Division conducts vari-
ous lottery promotional events and facilitates
retailer promotions throughout the State. In fiscal
year 2003, more than 86 promotional events and
over 1,500 retailer in-store promotions were con-
ducted. Players attending these promotions learn
about the Lottery in a fun and exciting way. The
Promotions staff continually explores avenues
where the Texas Lottery can sell tickets and/or
educate players about its games. One of these
events, the State Fair of Texas, with more than one
million people in attendance each year, represents
a major opportunity for the Texas Lottery to meet
the playing public. The Texas Lottery has had a
presence at this 24-day event since 1993. Lottery
players come from across the state to play Lottery
games, enjoy a live game show that includes audi-
ence participation, and take a chance at winning
additional Lottery prizes. The Texas Lottery
Commission will continue to utilize these proven
promotional opportunities and explore other ven-
ues that can help sustain Lottery sales, educate
consumers and promote Texas Lottery products.
In October 2003 the Charitable Bingo Operations
Division participated as an exhibitor at Crossroads:
The Greenlights Conference for Nonprofit Success at

the Austin Convention Center. The day-long
event included keynote speakers and workshops
led by both national and local leaders on cutting-
edge issues of concern to nonprofit organizations.
Crossroads convenes nonprofit professionals and
their supporters and is the only gathering of its
kind in Central Texas. Attendees included:

• Staff, board members, and volunteers from 
Central Texas nonprofits

• Staff and board members from local foundations
• Corporate and community affairs leaders
• Professionals who assist nonprofits
• Private sector and nonprofit exhibitors and

sponsors

Staff of the Charitable Bingo Operations Division
were available to discuss bingo as a fundraising
activity, provide information and answer questions
from nonprofit organizations that were interested
in conducting charitable bingo.

Communicating with Retailers
Communicating effectively with Lottery retailers is
another key promotion strategy. The Texas Lottery
Commission produces a monthly newsletter for
retailers, RoundUp, which provides game updates,
sales district highlights, retailer tips, and news
about Commission activities. The Commission
also holds a series of meetings throughout the year
with “retailer links” and the Retailer Advisory
Committee to solicit their input and explain
Lottery goals, plans, and activities. 

Communicating with Charitable Bingo Licensees
The Charitable Bingo Operations Division pub-
lishes a quarterly newsletter, the Bingo Bulletin.
The newsletter is mailed to all licensees and other
individuals upon request, and is available on the
Charitable Bingo Web site at www.txlottery.org.
The Bingo Bulletin is designed to educate and
inform licensees about the conduct and regulation
of charitable bingo activities in Texas.
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Public Service Initiatives 

The Commission’s public service and media rela-
tions initiatives are key to promoting the Texas
Lottery Commission. The Executive Director
attends check presentations, gives speeches to civic
organizations, is available for media interviews,
and promotes the agency through regular Web
messages to the public. The Media Relations
Division disseminates news releases that promote
the agency by providing updates about Texas
Lottery issues, winners, and milestones achieved,
and news from the Charitable Bingo Operations
Division.

The agency also leads public awareness campaigns
from time to time, including the Latin Lotto Scam
awareness campaign, public information about the
Texas Lottery’s role in the Texas Amber Alert
Network, and the Play Responsibly campaign.

Latin Lotto Scam Awareness Campaign
Over the past few years, more than $3 million has
been lost in a scam run primarily by Central and
South American con artists using bogus or altered
Texas Lottery tickets. Since its launch in March
2002, the Texas Lottery Commission’s Latin Lotto
Scam Awareness Campaign has resulted in
increased awareness among the elderly population,
particularly within the Hispanic community, of
the dangers of being scammed. The Commission’s
efforts to collaborate with local law enforcement
have also produced the desired effects. In recent
months, local law enforcement around the state
have reported back to the commission that instead
of hearing from victims who have been scammed,
they are hearing more and more from elderly who
call to report that they were approached but “did-
n’t fall for it.”  

Campaign publicity materials include The Truth
Report, a public information page on the agency’s
Web site (www.txlottery.org/lottoscam); a bilin-
gual flyer detailing how the con game works; news
releases with city-specific information and periodic
updates; articles in targeted newsletters and maga-

zines; and resource links.

Texas Amber Alert Network
In spring 2003 the Texas Lottery joined the Texas
Amber Alert Network, bringing the more than
16,000 Texas Lottery retailers into the state’s
efforts to help locate abducted or missing children.
The Network was established by Governor Perry
in August 2002 to provide rapid notification of
abducted child cases to the media and the public.

On September 1, 2003, House Bill 1401 became
law, thus formalizing the process that had already
been put into place. The law states that on receipt
of notice by the Texas Department of Public
Safety that the Texas Amber Alert Network has
been activated, the Commission shall disseminate
Amber Alert information at its retail locations
through the lottery operator system.

The Texas Lottery Commission’s participation in
the Network has been well covered by the state’s
media and has informed the public about the
important role that the more than 16,000 Lottery
retailers statewide have in getting out information
that can bring an endangered child safely home.

Play Responsibly Campaign
In August 2003 the agency launched a multimedia
Play Responsibly public information campaign in
order to educate players about important game-
related issues and encourage them to play respon-
sibly. Components of the campaign included an
upgrade of the agency’s Play Responsibly Web
page (www.txlottery.org/responsible), where play-
ers can find links to outside problem gambling
resources; dissemination of a Play Responsibly
news release, brochures, and wallet card; mini-bill-
boards at all of the Lottery’s claim centers; a script
for Texas Lottery Customer Service phone staff;
publication of Play Responsibly information in the
Lottery’s monthly player newsletter, Winning! and
the monthly retailer newsletter, RoundUp; and the
inclusion of the Play Responsibly logo on the
backs of Lottery on-line and instant ticket stock. 
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Texas Lottery Commission Web Site
The Texas Lottery Commission uses the agency’s
Web site, www.txlottery.org, to communicate with
Texas Lottery and Charitable Bingo players
(www.txbingo.org), Lottery retailers and vendors,
Bingo licensees, and the public at large. The Web
is an effective medium, serving more than 3.8 mil-
lion visitor sessions a month (as of January 2004).
Online services include streaming webcasts of
Texas Lottery drawings (both live and
on-demand), information about Texas Lottery
games and promotions, regular messages from the
Executive Director of the Texas Lottery
Commission, information about “where the
money goes,” specific Web pages dedicated to
public service campaigns, Charitable Bingo forms,
applications, and reports, and links to agency
administrative rules and other legal documents. 

Where the Money Goes 
Data from the Texas Lottery’s Fiscal Year 2004
Annual Segmentation Study suggest that educat-
ing the public about where the Texas Lottery
money goes might have an impact on Texas play-
ers’ attitudes toward spending money on Lottery
games, as shown in Table 20.

In order to inform the public about the Texas
Lottery’s revenue contributions to the State’s
Foundation School Fund, the Texas Lottery
Commission maintains current totals of the
agency’s revenue contributions to the State of
Texas on the Web site home page and provides a
complete breakdown of where the money goes
on the “Where the Money Goes” Web page.
The Commission also produces a “Where the
Money Goes” brochure each year, which is
widely disseminated to retailers, players, and the
general public.

TABLE 20
Knowledge of Profits Toward Education

Can you recall hearing, seeing, or reading anything recently
about how profits from the Texas Lottery are used or where the
profits go?

FY 03 FY 04
Yes 20% 15%
No 79% 85%
Do Not Know 1% 0%

Where do you think the money goes?
FY 03 FY 04

General fund 12% 15%
Education 30% 26%
Road repair 2% 2%
Politician's/Lottery's pockets 10% 10%
Other 23% 20%
Do Not Know 23% 27%

In the Texas State Legislature, it was decided that profits from the
Lottery would be dedicated specifically for education in the State of
Texas after September 1997.  Were you aware of this change?

FY 03 FY 04
Yes 35% 32%
No 65% 68%
Do Not Know 0% 0%

Knowing the profits from the Texas Lottery are put towards edu-
cation, does it make you feel positive, negative, or does it make
no difference to how you feel about the Texas Lottery?

FY 03 FY 04
Positive 47% 47%
Negative 10% 11%
No difference 42% 42%

Knowing the profits from the Texas Lottery are put towards educa-
tion, does it make you feel positive, negative, or does it make no dif-
ference to how you feel about spending money on Lottery games?

FY 03 FY 04
Positive 39% 40%
Negative 13% 13%
No difference 49% 47%

Source:  Ipsos-Reid annual segmentation studies.
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A. Demographic Characteristics and 
Trends

Texas Lottery Players

The demographics of Lottery players have
remained relatively constant since it was first
measured in the 1993 demographic study, with a
few notable exceptions. Players are more educat-
ed, with higher household incomes, than in past
years. Males and females report playing at similar
levels. In the past, males dominated the player
base. The ethnic make-up of Texas Lottery play-
ers reflects the ethnic make-up of the state.
Overall, the player base of the Texas Lottery
demonstrates that the product mix meets the
needs of most Texans. The player base also shows
that the Lottery is played by both lower-income
and lower-education groups, and by players with
higher incomes and higher levels of education. A
current estimate of the number of adult Texans
18 years and older accounts for approximately 15
million potential players. If participation is 56
percent of this potential base (based on the Fiscal
Year 2003 Demographic Study), lottery players
account for nearly 9 million Texans.

These highlights from the 2003 Demographic
Study of Texas Lottery Players reflect who Lottery
players are:

Income
The Texans most likely to play Texas Lottery
games are those with an annual income of
$50,000 and over, with the $30,000 to $49,999
income group being the second-largest player
group. The segments that are least likely to play

consist of those with annual incomes of less than
$10,000 and between $10,000 and $19,999. 

Education
Contrary to popular belief, it is not the least edu-
cated or those with the lowest incomes of levels
who play Texas Lottery games. This study once
again reveals that those with the lowest level of
education and with the lowest income levels are
the least likely to play Texas Lottery games.
Adults with some college education, and college
graduates, are the most likely to play Texas
Lottery games, at 67 percent of the player popu-
lation. Approximately 8 percent of the player
base is represented by those adults with less than
a high school education. This education segment
is the least likely to play Texas Lottery games.

Age
Those most likely to play Texas Lottery games
are 36 to 55 years old, with more than 45 per-
cent of the player base falling within this age
range. Those over 65 years of age and those 18 to
25 years of age represent the groups least likely to
play, at 11 percent of the total player base per age
group.

Gender
The general playing population is slightly skewed
toward females. This represents a consistent, yet
subtle, shift from a greater representation by
males as seen in earlier years of the Lottery.

Ethnicity
There exists very little difference among ethnic
groups concerning the incidence with which each
plays Texas Lottery games, in relation to the eth-
nic representation within the state. The ethnic

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period

IV. EXTERNAL FACTORS AFFECTING SERVICES
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groups are relatively proportionate across the
games. Caucasians at 62 percent represent the
greatest number of players, followed by
Hispanics at 28 percent of the player base.

Texas Lottery Retailers

As of February 29, 2004, the Texas Lottery had
16,333 licensed retailers. The two largest groups
according to the Standard Industrial Code (SIC)
are convenience stores with gas 11,424 and gro-
cery stores, 1,945. Figures F, G, H, and I break
the retailer base down by sales, product lines, and
equipment available.

Independent
Retailer
Accounts

59.6%

Corporate
Key Accounts

30.3%

Corporate/Chain Accounts
10.1%

Online/OLT
Retailers

97%

GVT Xtra
Retailers

3%

Independent
Retailers

Active Selling
Outlets - 9,739

59.6%

Corporate Key
Accounts - 82
Active Selling

Subordinates - 4,939 

30.3%

Corporate/Chain
Accounts - 472
Active Selling

Subordinates - 1,655

10.1%

282

1,494

2,643

3,055

1,3761,171

Independent RetailersChain Retailers Key Retailers

>$1,000 -
<$2,000

>$2,000 -
<$3,000

>$3,000 -
<$5,000

>$5,000<$1,000

253
453 450

217

679

1,744 1,948

380
188

1,000

2,000

3,000

Figure F
Breakdown of Active Retailer Base, by Sales

Total Sales: $1,631,491,351
(Evaluation period: 9/1/03 - 2/29/04)

Figure H
Breakdown of Active Retailer Base, by Category

Total Active Selling Retailers
(as of 2/29/04) -16,333

Figure I
Active Selling Retailer Base Weekly Sales Analysis

Total Active Selling Retailers
(as of 2/29/04) -16,333

Figure G
Breakdown of Active Retailer Base, by Product

Total Active Selling Retailers
(as of 2/29/2004) -16,333

Source: Texas Lottery Commission 

Source: Texas Lottery Commission Source: Texas Lottery Commission 

Source: Texas Lottery Commission 
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The Lottery retailer base has remained relatively
stable over the past few years at approximately
16,500. As illustrated in Figure F, the majority of
the Lottery retailer base is concentrated in the
convenience store industry. Barring any statutory
changes that would allow the sale of tickets in
locations currently ineligible (i.e., bars and/or
restaurants with “on-premise consumption”
TABC permits), this trend is expected to contin-
ue. To be eligible to sell Lottery tickets in Texas,
individuals and entities must complete and sub-
mit an Application for Texas Lottery Ticket Sales
License. The application is reviewed by the
agency, and a license may be issued provided all
requirements set forth in the State Lottery Act
and Title 16, Chapter 401 of the Texas
Administrative Code are met.

Charitable Bingo Players

An estimated 22.8 million people attended bingo
games played at licensed locations during calen-
dar year 2003. 

In an effort to determine who plays bingo in
Texas and why they play, the Charitable Bingo
Operations Division and the Bingo Advisory
Committee conducted a first-of-its-kind demo-
graphic survey to serve as a benchmark for future
studies on Charitable Bingo players. No other
known jurisdiction has determined the demo-
graphics of their bingo players. Out of 13,135
surveys mailed to bingo halls 3,150 were com-
pleted and suitable for data analysis. 

Although the profile of the common Texas bingo
player is predominantly a Caucasian married
female, over 65 years of age, a high school gradu-
ate, employed and with an average income of
$10,000 to $24,900, the Texas charitable bingo
players run the gamut in age, ethnicity, reason
for playing, etc. The following sections provide
details by demographic descriptor. For all of the
data presented, it is important to note that the
data should be viewed as informational in nature. 

Household Income
Bingo players were divided into six household
income categories. These categories ranged from
less than $10,000 per year to more than $60,000
per year, with $10,000 to $24,999 being the
most frequent response and $25,000 – $39,999
reported at the median income. The over
$60,000 per year group was the only group to
report spending more than $50 per week on
bingo and playing an average of three days per
week. All other groups reported spending less
than $50 per week and playing an average of two
days per week.

Education
The most common bingo player is a high school
graduate; the second-highest group of bingo
players has some college education. The players
with a college degree and post-graduate educa-
tion are the groups least likely to play. According
to the demographics, neither bingo nor the
Lottery competes for the same educated player.
Forty percent of bingo players are high school
graduates, and 23 percent have some college edu-
cation, as compared with 63 percent of lottery
players with some college education who are
more likely to play Lottery games. 

Age
Texas charitable bingo players come in many
ages. Females represented the majority in all age
groups. The most common bingo player age is
over 65, which is no surprise to most of the
bingo industry or the Commission. The bingo
players age 35 and under are the least likely to
play. The 18 to 21, 22 to 25, and over 65 age
groups reported an average weekly play of two
days. 

Gender
Bingo players are represented by more females
than males, by 83 percent of the targeted popula-
tion. Males reported incomes of $10,000 and
greater, whereas females reported incomes of
$25,000 and above. Both gender groups play
approximately three days per week.
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Ethnicity
Bingo players represent many different ethnic
groups. However, the group with the greatest
representation is Caucasian. Over 50 percent of
bingo players are Caucasian, with the second-
highest group being Hispanic. African American
players represent 16 percent, while Asian and
Native American players represent 2 percent and
1 percent, respectively.  Hispanics reported an
average weekly spending of less than $50, where-
as the other groups reported average weekly
spending of less than $100.

Marital Status
The majority of bingo players are married.
Married bingo players reported higher incomes
than did single or other marital status groups.
The single group was the youngest at 46 years of
age. The married group was next at 51 years of
age. The other group was the oldest at an average
of 56 years of age.

Employment
The greatest representation of bingo players is
currently employed. This area was interesting
because, since the common charitable bingo
player’s age is over 65, the assumption was that
most players are retired; however, this is not the
case. The retired group had the second-largest
representation. 

Charitable Bingo Licensees 

In 2003 there were 1,935 charitable bingo
licensees, including the charitable organizations
licensed to conduct bingo, as well as bingo
lessors. Table 21 provides a breakdown of the
approximate number of bingo licensees in each
of the Charitable Bingo Operations Division’s
five regions.

The groups conducting charitable bingo include
nonprofit charitable organizations such as frater-
nal organizations, veterans organizations, reli-
gious societies, volunteer fire departments, and
groups supporting medical research programs. All
conductors are located in Texas as required by
the Bingo Enabling Act. Figure J provides a per-
centage breakdown of the different types of
organizations licensed in Calendar Year 2003.

Table 21
Charitable Bingo Licensees, by Region

Calendar Year 2003
(as of 3/17/2004)

Region No. of Bingo Licensees
Odessa 219
Dallas 797
Houston 323
San Antonio 465
Austin 131
Total 1,935

Source: Texas Lottery Commission 

Fraternal
52%
(740)

Veterans
29%
(410)

Religious
12%
(166)

Volunteer Fire
Department

5%
(74)

Medical
2%
(40)

Figure J
Charitable Bingo Licensees, by Type

Source: Texas Lottery Commission 
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The number of licensed conductor organizations
peaked in 1989 with 2,033 organizations
licensed to conduct charitable bingo. From 1990
to 2003, the total number of licensed conductor
organizations declined each year, with the excep-
tion of a 2 percent increase from 1991 to 1992. 

The following is an analysis of the increase or
decrease in licensed conductor organizations by
organization type from 1989 to 2003:

• From 1989 to 2003, the number of
licensed fraternal organizations decreased by 20
percent.

• From 1989 to 2003, the number of licensed
veteran organizations decreased by 24 percent.

• From 1989 to 2003, the number of licensed
religious organizations decreased by 49 percent.

• From 1989 to 2003, the number of licensed
volunteer fire departments decreased by 
48 percent.

• From 1989 to 2003, the number of licensed
medical organizations decreased by 60 percent.

Texas Lottery Demographic Trends and Their
Impact

An industry analyst’s look at the changing demo-
graphics in the country calls on lotteries to look
at new products for new players.

Texas Lottery Commission research suggests that
player demographics are not expected to change
significantly over the next five years. The demo-
graphics should remain reflective of the state’s
demographics, as they do now.

Since Texas does not anticipate a decrease in the
number of adults who are 18 years and older in
the near future, this indicates that there will not
be a dwindling of a potential player base for years
to come.

Differences in the player base may come in the
form of psychographics, the attitudes and behav-
iors toward lottery games. These influences over
lottery play may fluctuate as games mature or as
new games are introduced, as has been seen in
the past.

Based on the Texas Lottery’s market research, there
continue to be opportunities for growth in the
Texas Lottery’s player base. Players have expressed
interest in other online-type games, such as keno.
Players report an interest in licensed property
instant games, such as the Harley-Davidson® game
introduced in Fiscal Year 2002 and the Corvette®

Cash and Instant MONOPOLY ™ games planned
for introduction in Fiscal Year 2004. 

Additionally, lower levels of participation have
been attributed to a lack of winning experiences or
the lack of knowledge of winning experiences.
One of the Fiscal Year 2003 and 2004 advertising
campaigns focused on winners. Early indications
are that these ads are being positively viewed by
the public, with one specific winner spot having
the highest individual ad recall in the history of
advertising tracking. According to player input,
the potential for growth is based in part on edu-
cating adult Texans about those areas that are most
closely linked to their participation—winning,
and the support of education from Lottery pro-
ceeds.

Charitable Bingo Demographic Trends and
Their Impact

As the bingo player survey concluded, the typical
bingo player is Caucasian, married, female, and
over 65 years of age. Predominantly, bingo players
are currently employed high school graduates with
annual incomes of $10,000 to $24,999. Bingo is
most often played on Fridays and Sundays, using
paper over the other forms of bingo play. The
most common reasons for playing bingo are enter-
tainment, enjoyment of playing bingo, chance to
win something playing bingo, socializing with
friends, and supporting worthy causes. Texas
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bingo players run the gamut in age, ethnicity, rea-
sons for playing, etc. 

Knowing which demographic is the majority repre-
sentation at a bingo hall, or is one that a bingo hall
is trying to recruit, would be helpful in determin-
ing which aspects of bingo participation to empha-
size. Better understanding of bingo players might
assist bingo halls in attracting more players to their
games and more frequently to bingo halls.
Additionally, a better understanding of players
might help the charitable bingo industry to under-
stand the types of new games that could attract the
non-predominant player. This idea would fit with
the finding that players who participate in bingo
more days per week are also the players who spend
more per week. More players participating in chari-
table bingo means more money for Texas charities.

The Charitable Bingo Operations Division expects
that the new legislative change allowing conductors
to conduct 12 temporary bingo games—six more
than initially allowed by law— will increase the
number of bingo occasions and, thus, will also
increase attendance. This may be enough to offset
the decline in bingo participation, but only if the
conductors play all of their 12 temporary games
allowed. However, at this point we can not be cer-
tain this will be enough activity to offset the overall
decline. 

Analysis of quarterly reports prior to 2002 indicat-
ed a direct relationship between paper and instant
bingo sales. It was assumed there were two main
distinct bingo players: those who play paper and
instant bingo, and those who play card-minders.
The trends in sales figures indicated that when
paper and instant bingo games increased in sales,
card-minder sales decreased. Because bingo paper
sales increased when instant bingo sales increased,
and vice-versa, we hypnotized that the introduc-
tion of new styles of instant bingo games in late
2002 would increase both bingo paper and instant
bingo players, thus increasing attendance.
This hypothesis proved to be false. The new
styles of instant bingo games were approved for

sale in Texas in September 2002. An analysis of
quarterly reports comparing the fourth quarter of
2003 to the fourth quarter of 2002, and compar-
ing all quarters of 2003 to all quarters of 2002,
showed that paper sales declined, instant sales
increased, and attendance declined in both com-
parisons. In comparing the fourth quarter of
2002 to the fourth quarter of 2003, card-minder
sales declined by 2 percent; in comparing all
quarters of 2002 to all quarters of 2003, card-
minder sales increased by less than 1 percent. It
appears that the introduction of the new style of
instant tickets may have altered player patterns in
a environment of declining attendance, with
players choosing to spend their funds on instant
tickets rather than paper. Since the new style of
instant tickets is relatively new to the Texas mar-
ket, we will continue to monitor the trends.
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B. Impact of Recent and Proposed 
Legislation 

Several bills are pending before the U.S. Congress
that could impact Lottery or charitable bingo
operations. 

Internet Gambling Prohibition

Four bills are being considered that would address
the issue of the use of the Internet for gambling.

The “Internet Gambling Licensing and
Regulation Commission Act” (H.R. 1223) would
establish a commission to conduct a comprehen-
sive study of the existing legal framework govern-
ing Internet gambling and the issues involved
with the licensing and regulation of Internet gam-
bling. As drafted, this bill recommends preserva-
tion of states’ rights.

Three other bills, each entitled the “Unlawful
Internet Gambling Funding Prohibition Act,”
would amend the United States Code to prohibit
interstate or other unlawful gambling. 
These bills (H.R. 21, H.R. 2143, and S. 627)
would prohibit any person engaged in a gam-
bling business from accepting certain bank
instruments, credit cards, and fund transfers in
connection with Internet gambling. This would
include credit or debit cards, electronic fund
transfers, checks or drafts, or the proceeds from
any other form of financial transaction involving
a financial institution. While taking slightly dif-
ferent approaches as to enforcement actions, the
intent of the bills is to prohibit the use of the
Internet for any interstate gambling transaction.

In their current forms, the House versions are
respectful of states’ rights, while the Senate version
would provide no exemption for state lotteries.

The state’s position, as expressed directly and by
the National Governors’ Association, has been
that state lotteries should be exempt from any
federal legislation. The state legislature, without

interference from the federal government, should
have sole responsibility for its own lottery.

Intellectual Property Protection

The “Intellectual Property Protection Restoration
Act of 2003” (S. 1191 and H.R. 2344) would
restore federal remedies for violations of intellec-
tual property rights by states. The agency owns a
number of trademarks, service marks and copy-
rights associated with the Texas Lottery and with
charitable bingo. If enacted, the bill would
adversely impact the state’s ability to enjoy sover-
eign immunity. It is possible that the right to the
use of certain of the state’s Lottery games could
be challenged.

The Commission, in conjunction with the Office
of State-Federal Relations, is monitoring the
progress of these bills and will provide informa-
tion, as appropriate, regarding their impact on
the Commission. While it is not possible to pre-
dict the action that may be taken by Congress on
these bills, we note that similar, if not identical,
bills were filed during the last two sessions of
Congress and all failed to pass.

Indian Gaming

The Ysleta Del Sur Pueblo Tribe (Tiguas) estab-
lished an Indian gaming casino in El Paso, Texas.
Gaming operations at the casino include high-
stakes bingo, slot machines, roulette wheels,
blackjack, and poker. The Federal Restoration
Act governs the gaming activities of the Tigua
Tribe and provides that all gaming activities pro-
hibited by the laws of the State of Texas are pro-
hibited on the reservation and on lands of the
tribe. Since the State of Texas has no gaming
compact with the Tiguas, issues regarding the
operation of such gaming activities, in light of
the Restoration Act’s provisions, need continued
examination. The State of Texas filed a lawsuit in
federal court challenging the gaming activities
occurring at the Tiguas’ casino, asserting that the
games violate Texas law. The U.S. District Court 
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held that the gaming operations violate Texas law
and ordered the closing of the casino. The 5th
Circuit Court of Appeals upheld the district
court’s ruling and the Speaking Rock casino
closed on February 11, 2002.

On May 14, 2002, the U.S. District Court mod-
ified its September 27, 2001 Order to permit the
Tribe to participate in the following activities as
provided in the Order: 1. State lottery activities
as an agent of the State of Texas; 2. Amusement
devices, but only to the extent the Tribe adheres
to all the provisions of Tex. Penal Code Ann.
§47.01(4) and other relevant law; and, 3. Third-
party giveaway contests conducted by national
vendors.

The Court also concluded that the Tribe should
be required to procure a license to conduct bingo
from the Texas Lottery Commission in order to
show that the Tribe is “otherwise qualified” to
participate in charitable bingo activities under
Texas law. If the Tribe makes this otherwise qual-
ified showing, and upon proper Motion to the
Court, the Court will consider modifying the
injunction to permit charitable bingo activities
by the Tribe. 

At this time, the Texas Lottery Commission does
not have any information to determine what
effect the closing of the Speaking Rock casino
may have on the number of applicants for bingo
licenses and the amount of charitable bingo
activity in that area.

The Alabama-Coushatta Indian Tribe of Texas
filed a lawsuit in federal court seeking a declara-
tory judgment that gaming activities at its casino
are lawful under Texas law. The State of Texas
answered and filed a counterclaim. The counter-
claim is seeking a declaratory judgment that the
gaming activities violate Texas law and asked for
injunctive relief to stop the gaming operations at
the casino. As in the Tiguas case, the position of
the State of Texas is that the Alabama-Coushatta
Tribe’s gaming activities fall within the scope of

the Federal Restoration Act. The Court rendered
a decision in this case that tracked the decision in
the Tiguas case. Also, the Court issued a perma-
nent injunction similar to the injunction issued
in the Tiguas injunction. 

The Kickapoo Traditional Tribe of Texas estab-
lished an Indian gaming casino in Eagle Pass,
Texas. The State of Texas has no gaming compact
with the Kickapoos. Attorney General John
Cornyn sent a letter to U.S. Attorney General
John Ashcroft and the Chair of the National
Indian Gaming Commission requesting that the
Kickapoo gaming operations be reviewed because
such operations may include Class III gaming.
Since the State of Texas has no gaming compact
with the Kickapoos, no authority for Class III
gaming activities exists.

C. Other Legal Issues

Impact of State Statutory Changes

Several bills enacted during the 78th Regular
Legislative Session have significant impact on the
way the Commission operates. Particular bills of
interest include: 
HB 1 General Appropriations Act

• The agency’s bill pattern included the 
elimination of funding for the Compulsive 
Gambling Helpline. Additionally, the agency’s 
FTE cap was reduced from 335 to 325.

HB 1401 Relating to the implementation of
the Amber Alert or another system for publicly
disseminating emergency information about
abducted children by the Lottery Commission.

• The law states that on receipt of notification by
the Department of Public Safety that the 
Statewide Texas Amber Alert Network has been
activated, the Commission shall disseminate 
Amber Alert information at its retailer locations
through the lottery operator system.
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HB 2292 Relating to state policy relating to
financing of certain health and human services
programs.

• This legislation contains a provision repealing 
sections in the State Lottery Act and Bingo 
Enabling Act requiring the toll-free compulsive
gambling helpline number to be printed on the
back of lottery tickets and posted at bingo 
halls. It also provides an allocation of 
unclaimed prize money.

HB 2455 Relating to governmental entities
subject to, and the confidentiality of records
under, the sunset review process.

• This legislation includes a provision extending 
the agency’s sunset date to 2005.

HB 2519 Relating to bingo regulation.

• Various provisions of this legislation include, 
but are not limited to, unit accounting, 
advisory opinions, use of gift certificates, 
distribution of proceeds for charitable purposes,
registry of workers and licensing issues.

HB 3459 Relating to statutory authority to
reduce appropriations

• This legislation included a provision 
authorizing the Texas Lottery to join a
multijurisdiction lottery game. As with other 
Texas Lottery games, proceeds will go to the 
Foundation School Fund. 

SB 6 Relating to extending the time to claim
a lottery prize for certain military personnel.

• This legislation extends the prize claim
period for a period of time for certain members
of our active military forces or reserve forces 
placed on active duty who are transferred out 
of state during a war or national emergency.

Impact of State Court Cases

Breach of Warranty,
Negligence/Misrepresentation and Injunctive
Relief
Plaintiffs, Sandy Surber, et al., have filed a class
action lawsuit against GTECH Corporation
claiming that GTECH has breached a contrac-
tual warranty that a purchaser has a “chance” of
winning the grand prize and as a result,
GTECH Corporation negligently misrepresent-
ed that a purchaser has a “chance to win” the
grand prize. Class certification, if permitted by a
Court, would contain all persons in the State
who purchased a Texas Lottery instant game
ticket after the last grand prize(s) for a particular
game were claimed during the years 2003, 2002,
2001, 2000, and 1999. The plaintiffs have also
pleaded for injunctive relief. 

An Original Answer and Denial was filed by
GTECH on April 18, 2003 denying both that it
is the “correct party” and that requirements for a
class action exist and requesting recovery of attor-
ney’s fees and costs. Plaintiffs amended the peti-
tion to include Scientific Games as a party. 
Plaintiffs have requested a jury trial. A Motion for
Summary Judgment was filed by GTECH; a sep-
arate Motion for Summary Judgment was filed by
Scientific Games. No decision has been made.

The Texas Lottery Commission is not a party in
this case. 

Breach of Contract 
In a recent lawsuit, Plaintiff, Yolanda Garza has
filed a class action lawsuit against SSP Partners
et al., claiming that the defendants breached a
contract with purchasers by selling tickets after
the last top prize was claimed. Plaintiff claims
that class certification, if permitted by the
Court, would consist of all persons who pur-
chased a Texas lottery game ticket after the last
grand prize was claimed for a particular game
during the years 2003, 2002, 2001, 2000, and
1999. Plaintiff has requested a jury trial. 
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The Defendants, SSP Partners et al., filed an
Original Answer Subject to Defendants’ Motion
to Transfer Venue, Plea to the Jurisdiction and
Plea in Abatement on May 10, 2004. The Texas
Lottery Commission is not a party in this case. 

8-liners
The Texas Supreme Court issued an opinion in
Hardy v. State of Texas in 2003 related to the
legality of 8-liner machines. In the opinion, the
Court held that the machines at issue awarded
tickets that could be exchanged for gift certifi-
cates or cash to play other machines instead of
toys, novelties or prizes. Thus, the 8-liners did
not fall within the statutory exception for
machines adapted solely for bona fide amuse-
ment purposes in Chapter 47 of the Texas Penal
Code, and were illegal gambling devices subject
to forfeiture.

The Texas Lottery Commission will continue to
stay abreast of the statutory and case law relating
to the use and operation of these machines, given
the potential impact on several areas within the
agency.

Impact of Local Governmental Requirements

8-Liners
Local governmental requirements have the poten-
tial to negatively impact charitable bingo activi-
ties. As local governments struggle with declining
budgets, they increasingly seek alternative sources
of revenue. Such was the case in Kingsville, Texas
(Kleberg County) when on October 14, 2002,
the City Commission of Kingsville, Texas
approved an ordinance that became effective
October 30, 2002, requiring establishments
operating certain types of games and amusement
devices to obtain permits from the city. The ordi-
nance was passed in response to the large number
of 8-liner-type machines operating within the
city limits. 

Seven charitable organizations were licensed to
conduct charitable bingo in Kingsville during all

of 1998 and 1999. In the first calendar quarter
of 2000, the number of charitable organizations
licensed to conduct bingo increased to 10 when a
commercial bingo hall opened, and 3 additional
charitable organizations obtained licenses to con-
duct charitable bingo. The commercial hall oper-
ated from the first calendar quarter of 2000
through the second quarter of 2001. The City of
Kingsville began issuing permits to establish-
ments for 8-liner type machines during the
fourth calendar quarter of 2002.

In October 2003 the Charitable Bingo
Operations Division of the Texas Lottery
Commission conducted an analysis of charitable
bingo activities in Kleberg County from the first
calendar quarter of 1998 through the third calen-
dar quarter of 2003, to determine the impact of
the issuance of permits for 8-liner type machines
in the City of Kingsville. 

Comparing the three quarters after the prolifera-
tion of “Amusement Redemption Machines” (8-
liner type machines) to the 19 quarters prior to
the opening of the commercial bingo hall:

• The average number of bingo occasions per 
quarter decreased by 60 percent.

• Average attendance per quarter decreased by 
51.5 percent.

• Average bingo gross receipts per quarter
decreased by 48 percent.

• Average prizes paid per quarter decreased by
52 percent.

• Average charitable distributions per quarter 
decreased by 24.5 percent.

• Average number of conductors declined by 
62.5 percent.

As of May 4, 2004, there were two charitable
organizations conducting bingo in Kleberg
County—a 75 percent decline from the average
number of charitable organizations conducting
bingo per calendar quarter from the first quarter
of 1998 through the third quarter of 2003.
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Non-Smoking Ordinances
A number of local governments have imple-
mented or are considering the implementation
of non-smoking ordinances. Some organizations
licensed to conduct charitable bingo have indi-
cated that the implementation of strict non-
smoking standards has the potential to negative-
ly impact charitable bingo activities, especially
when surrounding jurisdictions do not enact
strict smoking ordinances. In large metropolitan
areas, it is easy for players to move from one
jurisdiction to another, or from a non-smoking
bingo location to a location that allows smoking.

The Bingo Advisory Committee formed a work
group on June 19, 2003, to review the impact
of smoking ordinances on charitable bingo
activities in Texas. The work group concluded
that the effects of smoking ordinances vary
among playing locations. While some locations
experience a decline in attendance, others are
not adversely impacted by nonsmoking ordi-
nances. The work group concluded smoking
ordinances are local issues, not state issues, and
should be addressed by individual organizations
at the local government level.

Legalization of Bingo by Additional Local
Jurisdictions  
Pursuant to the Bingo Enabling Act, the con-
duct of charitable bingo is authorized on a local
option basis. Charitable bingo can be author-
ized at the county, municipality or justice of the
precinct level. Currently 484 cities, counties or
justice precincts have legalized bingo, and 38
counties have no legalized bingo at any level. If
additional jurisdictions were to vote to author-
ize bingo, it could have a positive economic
impact for the state by increasing gross receipts,
charitable distributions, gross rental taxes and
prize fees paid.

D. Economic Variables

Economic trends and fluctuations can have a
considerable impact on the agency’s ability to

generate revenue for the State of Texas through
the conduct of the Games of Texas and charita-
ble bingo. Alternative gaming venues can have
an impact as well, by capturing the entertain-
ment dollars of potential Texas Lottery and
charitable bingo players. 

Texas Lottery

The cost to pay a jackpot prize is affected by
the interest rate yield on investment securities.
As interest rates go up, the cost to fund the
jackpot goes down. Conversely, as interest rates
go down, the cost to fund the jackpot goes up.
Economic conditions also affect players and
retailers. 

In the Fiscal Year 2004 Annual Segmentation
Study, the number of people selecting “Financial
Reasons” in answer to the question “Why are
you spending less on Lotto Texas?” increased
from 9 percent to 21 percent from Fiscal Year
2001 to Fiscal Year 2004. Those citing
“Financial Reasons” for spending less on Scratch
Offs increased from 10 percent to 20 percent for
the same period, as shown in Table 22.

The overall economic environment in the state
can have an impact on the Texas Lottery’s retailer
licensee base. While the number of retailer
licensees filing bankruptcy has declined, the
Lottery continues to see a steady number of loca-
tions abandoned by licensees. With improvement
of the economic environment, and through
recruitment efforts, the Lottery anticipates a slow
and steady growth in the number of retailers in
the coming years.  
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Charitable Bingo

Charitable Bingo attendance, gross receipts and
prizes paid reached their peaks in 1991 and have
been in steady decline since that period. Table 23
illustrates key trends in attendance, gross receipts,
prizes paid, fees and taxes collected, allocations
and charitable distributions for the past four years.

Historically, the only type of demographical player
information the Charitable Bingo Operations
Division measured was the attendance number
reported by each licensed conductor on their quar-
terly reports. The Division could also quantify the
number of licensed conductors in Texas. The
reported attendance numbers on the quarterly
reports are cumulative, not individual; therefore, we
can not determine whether the same people are
playing bingo or whether new people are playing
bingo. What we can determine is that since charita-
ble bingo peaked in 1991, the bingo industry has
experienced a decline in attendance and a decline in
licensed bingo conductors. When card-minders
were introduced to bingo in 1996, the bingo indus-
try and the Commission expected that the card-
minding devices would attract younger players and,
hence, increase attendance. However, since the
introduction of card-minders there still has been no
noticeable increase in attendance or in the number
of licensed conductors. Recent legislative initiatives
and new industry-driven technological advances
have provided hope that this trend may indeed
level off or, in fact, be reversed.

Other Gaming Venues

Riverboat and Casino Gambling
The Texas Lottery’s Annual Segmentation Study
completed in Fiscal Year 2004 showed that river-
boat and casino gambling outside the state contin-
ue to attract Texas players. In Fiscal Year 2004, 18
percent of adult Texans visited riverboat casinos,
and 16 percent of adult Texans visited resort casi-
nos. These percentages are similar to those report-
ed for Fiscal Year 2003. While casino gambling
has been readily available in border states, casino
gambling cruises are available off the Texas coast.

TABLE 22
Lottery Player Spending

Are you spending more, less, or the same money on Lotto Texas?

FY 01 FY 04
More 10% 12%
Same 48% 44%
Less 42% 44%

Why are you spending less on Lotto Texas?
FY 01 FY 04

Poor odds 35% 10%
Not winning/nobody winning 26% 28%
Not fun/lost appeal 13% 12%
Too busy/don't think about it 10% 9%
Financial reasons 9% 18%
Other 7% 23%

Are you spending more, less, or the same money on Scratch
Offs?

FY 01 FY 04
More 11% 17%
Same 42% 40%
Less 47% 43%

Why are you spending less on Scratch Offs?
FY 01 FY 04

Not winning/nobody winning 45% 40%
Not fun/lost appeal 14% 11%
Prizes too small/payoff not there 12% 2%
Poor odds 11% 4%
Financial reasons 10% 20%
Other 8% 23%

Source:  Ipsos-Reid annual segmentation studies.
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“Gray Market” Machines
According to research prepared for the Office of
the Attorney General of Texas by Dr. David L.
Huff and Dr. James E. Jarrett of the University of
Texas at Austin, there are an estimated 74,500 8-
liner machines in Texas that are operating outside
the legal limits of Chapter 47 of the Penal Code.
Huff and Jarrett estimate that these “gray mar-
ket” 8-liner machines generate between $825
million and $5.4 billion in revenue annually.

In response to changing economic conditions
and competition posed by alternative gaming
venues, the agency continues to look at new
opportunities for meeting the interests of the
playing public with new and different games, as
allowed under current statutes.

Table 23
Charitable Bingo Key Trends

2000 2001 2002 2003

Attendance 25,816,963 24,382,400 23,719,329 22,780,259

Gross Receipts:

Card Sales $356,392,296 $334,591,929 $319,888,633 $297,348,504

Electronic Sales $137,005,668 $143,791,528 $148,257,435 $148,841,401

Instant (pull-tab)Sales $89,351,942 $85,122,819 $88,995,778 $129,715,615

Total Gross Receipts $582,749,906 $563,506,276 $557,141,846 $575,905,520

Prizes Paid $413,790,898 $339,974,803 $397,966,256 $417,456,185

License Fees Collected $3,862,974 $3,137,188 $3,178,647 $3,069,812

Prize Fees & Taxes $22,208,725 $21,308,218 $20,972,286 $21,731,411

Allocations $9,474,278 $9,163,984 $9,182,649 $9,653,052

Charitable Distributions $36,800,474 $34,120,804 $31,724,017 $29,704,888
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A. Organizational Restructuring

At the executive level, a new Executive Director
joined the Texas Lottery Commission in
February 2003. At the same time, the former
Acting Executive Director became the agency’s
Deputy Executive Director.

The agency experienced changes to its organiza-
tional structure under the new leadership. In
spring 2003, the agency dissolved its
Communications Division. Two of the functions
from that division—media relations and audiovi-
sual services—were moved to a newly formed
Media Relations Division. The winners informa-
tion and editorial services functions became part
of the Marketing Division, and the customer
service function (Communications Services) was
relocated to the Retailer Services section of the
Lottery Operations Division. 

In response to these changes, new committees
have been formed to coordinate agency commu-
nications that require cross-divisional efforts. The
creation of a Media Relations Division has served
to streamline the agency’s work in providing
information about agency activities to the media
and general public, where applicable. Bringing
the winners information and editorial services
functions to the Marketing Division has resulted
in new winner awareness initiatives in Lottery
advertising and marketing, and a new team envi-
ronment for the development of agency publica-
tions. Housing the Communications Services
staff with the Retailer Services staff has resulted
in collaborative initiatives to get consistent mes-
sages out to retailers and the general public, as

well as operational efficiency due to cross-
training between Communications Services and
Retailer Services staff. 

Another reorganization that occurred was that
the Business Development and Compliance
Division (formerly the Minority Development
Services Division) was dissolved. Some functions,
such as the Historically Underutilized Business
development initiatives and contract compliance,
were moved to the Financial Administration
Division. This structural change was implement-
ed to strengthen the agency’s ability to monitor
agency and vendor contracts for compliance with
state laws and agency rules, as well as to identify
high-risk areas within the TLC’s contracting
environment. In addition, the policies and proce-
dures function was moved to the Human
Resources Division to enhance this function
agencywide. 

During the 78th Legislature, Regular Session, HB
3442 amended Section 651.004 of the Texas
Government Code to establish timelines for
agencies to comply with specified management-
to-staff ratios. The legislation provides for a four-
year phase-in period with intermediate bench-
marks to be achieved by specified dates. At the
conclusion of the phase-in period, the agency’s
management-to-staff ratio may not be greater
than 1:11. In compliance with this legislation,
the Texas Lottery Commission reviewed its man-
agement-to-staff ratio and reorganized from a
1:4.93 ratio to just under 1:9. The agency’s goal
is to reach the 1:11 ratio prior to the deadline. In
conjunction with the reorganization, some man-
agement positions were eliminated and new team

TEXAS LOTTERY COMMISSION
Agency Strategic Plan

For the Fiscal Years 2005 – 2009 Period

V. INTERNAL FACTORS AFFECTING SERVICES
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lead or coordinator positions were created. In
some cases, a new higher-level managerial posi-
tion was created to structurally consolidate two
or more lower-level managerial or supervisory
positions. 

As a result of budget constraints and, following a
workload analysis of the agency’s claim centers,
the Texas Lottery Commission closed five of its
claim centers—located in San Angelo, Wichita
Falls, Sherman, Bryan and Waco—effective
January 30, 2004. In addition to the closures, the
Tyler and San Antonio Claim Centers each
reduced their staff by one FTE. These FTEs were
reallocated to other areas of the agency where
their services were needed. To minimize the
impact of the claim center closures on Lottery
operations and communications, staff have
responded by consolidating the functions of the
closed offices to the existing claim centers, and
by informing players through communications
initiatives about where they should go to claim a
prize, in the event that they are affected by one
of the claim center closings.

B. Long-Range Business Planning

The Sunset Advisory Commission recommended
that the Texas Lottery Commission develop a
comprehensive business plan to guide its major
initiatives and ensure their cost effectiveness.
Concurring with this recommendation, the
agency issued a request for proposals for long-
range and business plan consulting services in
November 2003. In spring 2004, the selected
vendor began assisting the Texas Lottery
Commission in conducting long-range planning
that will culminate in a comprehensive three-year
business plan. The business plan will serve to
guide the agency’s major business decisions over
the next three fiscal years.

C. Employee Attitudes Toward the
Organization

The Texas Lottery Commission’s employees rate
the agency as a good place to work in all the gen-
eral categories measured by the Survey of
Organizational Excellence (SOE) administered
by the University of Texas at Austin School of
Social Work. A comparison of the 2003 – 04
results in the five SOE dimensions of Work
Group, Accommodations, Organizational
Features, Information, and Personal, show that
the agency outperformed Organizations with
Similar Missions and scored competitively with
Similar Sized Agencies and the Benchmark for
All Respondents, in all five dimensions. In com-
parison to the 2002 SOE, the 2003 – 04 SOE
results also indicate that the agency has improved
in 17 of the 20 constructs. The Commission
improved the most in the SOE constructs of
Goal Orientation, Fairness, Supervisor
Effectiveness, and Change Orientation. It is
management’s belief that employee accountability
and involvement in the change process resulted
in improved performance in 2003 – 2004. 

The 2003 – 04 results show that employees say
the Texas Lottery Commission has a positive
workplace “feel”; that the agency is known for
customer service; that continuous improvement
is a part of the organizational culture; that the
agency seeks out and works with relevant exter-
nal entities; that employees feel that job demands
are realistic and that they have a balance between
work and home life; and that they intrinsically
like their jobs and the total work environment.

Agency employees are very satisfied with com-
puter and information systems. They believe that
sufficient safety procedures exist; that the work-
place is well maintained; and that the agency’s
Web site is easy to use, the 2003 – 04 SOE also
reports. Employees also have a good understand-
ing of the Texas Lottery Commission vision, mis-
sion, values, and strategic plan. They perceive
that TLC is constantly improving services; that
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the TLC produces a high quality of work; and
that employees have adequate resources. 

All agencies have room for improvement.
Although ratings are competitive with those of
other agencies and show improvement from pre-
vious surveys, the issue of fair pay, including the
benefit package, was identified as an area of con-
cern. Another area identified as an institutional
weakness was internal communication, measur-
ing how open and productive employees view
information exchanges within the organization.
Employees’ perceptions of the effectiveness of
their work group, and the quality of communica-
tion, leadership, and fairness between their super-
visors and themselves, were among the lower
scores but were above 300, indicating that
employees perceive the issues more positively
than negatively. Scores in these areas had
improved significantly from previous surveys.

The Texas Lottery Commission is devoted to
improving those issues identified by the 2003 –
2004 SOE as concerns. Improvements in scores
over previous years can be seen as evidence that
action plans put into place in response to results
of previous surveys have been effective. 

The Commission has deployed an action plan
used to improve deficiencies noted in the 2000
and 2002 surveys to improve upon concerns
identified in the 2003 – 2004 SOE results—that
is, to establish various committees consisting of a
cross-section of employees at various levels in the
organization to review why employees’ percep-
tions are as indicated in the SOE regarding a par-
ticular construct area. Policies and/or procedures
will then be developed to correct the deficiencies. 

The Texas Lottery Commission operates in a rap-
idly changing environment, and employees are
asked daily to meet new challenges and accept
new responsibilities. The agency’s management
recognizes this and supports its employees
through internal and external training opportuni-
ties, mentoring programs, promotion opportuni-

ties, advanced technology, staffing efficiency
studies, and its Employee Assistance Program.
Specifically, upper management has instituted a
focus and continuing emphasis on fostering
teamwork and productive, change-ready, team-
oriented attitudes throughout the agency.

D. Capital Asset Strengths and
Weaknesses

The Texas Lottery Commission’s current capital
asset strengths consist of information technology
items. These items are an updated network infra-
structure to handle future growth, a new finan-
cial accounting system, automated drawing
equipment, and document imaging and storage
to reduce storage requirements and paper usage.
The capital improvements needs for the future
years will be information technology related and
will be detailed in the Legislative Appropriation
Request for Fiscal Years 2006 and 2007.
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A. Accomplishments

The Texas Lottery Commission can point with
pride to a number of accomplishments.

Effective Economic Development

From its inception in May 1992 through the end
of Fiscal Year 2003, the Texas Lottery generated
more than $32.7 billion in sales and returned to
the State of Texas more than $10.8 in revenue.
Of that amount, $5.6 billion has gone to the
Foundation School Fund. More than $18.3 bil-
lion has been returned to players in the form of
Lottery prizes. Licensed Texas Lottery retailers
have received approximately $1.6 billion in com-
missions and $56.1 million in bonuses.

Since the first licenses were issued in 1982
through Calendar Year 2003, gross receipts from
the conduct of charitable bingo have totaled
approximately $11 billion. Bingo prizes awarded
have been in excess of $8 billion, and charitable
distributions have totaled over $743.6 million. 

Performance Measures

During Fiscal Year 2003, the Texas Lottery
Commission attained within five percent or
exceeded targeted performance for 10 of its 15 key
performance measures, including two of its three
key outcome measures and eight of its 12 output
and efficiency measures, as indicated in Table 24.

Table 24
Key Performance Measures 

for FY 2001 – 2005

Targeted Actual
Key measure                        2003 Performance        Performance % of  Target

Outcome Measures:

Percent of Retailers Satisfied with their 
Relationship with the Texas Lottery 80.00 90.36 112.95

State Revenue Received per
Advertising Dollar Expended $33.00 $29.14 88.30

Percentage of Complaints Resulting in
Disciplinary Action 10.00 0.00      0.0

Output Measures:

Number of Retailer Business 
Locations Licensed 18,000.00 16,421.00 91.23

Number of Surveys Issued to Retailers 76,099.00 75,698.00 99.47

Dollar Amount of Advertising Budget
Spent on Television $14,700,000.00 $15,278,148.66 103.93

Number of Complaints Resolved 550.00 561.00 102.00

Number of Bingo Complaints Resolved 342.00 211.00 61.70

Number of Licenses Renewed to
Individuals and Organizations 2,000.00 1,725.00 86.25

Efficiency Measures:

Average Cost per Retailer Location Licensed 134.00        117.56 87.73

Average Cost per Survey Issued 3.30 2.76 83.64

Percentage of Adult Texans Aware
of Lottery Advertising 60.00 71.93 119.88

Average Cost per Complaint Resolved 135.00 204.58 151.54

Average Cost per Bingo
Complaint Resolved 120.00 89.71 74.76

Average Cost per Original License Issued 900.00 671.80 74.64

Source: Texas Lottery Commission

TEXAS LOTTERY COMMISSION
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Complaints resolved
The Security’s Division efforts have reduced the
number of days it takes to resolve a complaint.
Continued proactive, specialized investigator
training will enable the security investigators to
complete cases more efficiently. Continued coop-
eration between security investigators and local,
state and federal law enforcement agencies will
enable the Security Division to achieve better
cooperation and greater success in the comple-
tion of cases.

Lottery Retailer Satisfaction
The retailer satisfaction measure is higher than
projected due to increased communication
between retailers, the Texas Lottery Commission,
and the lottery operator, as well as increased
responsiveness to retailer issues. As a result of
retailer input, in November 2003 the Texas
Lottery Commission implemented a change to
the pack settlement validation level, increasing it
from 50 percent to 70 percent of low-tier tickets.
This change allows retailers more time to sell
tickets from a pack and collect the money before
that pack is settled against their account.

Additionally, Texas Lottery Commission and lot-
tery operator personnel continue to resolve issues
at the store level for more satisfactory results.
Prior to Fiscal Year 2004, the agency conducted
Town Hall meetings in each of the ten sales dis-
tricts. While these meetings were beneficial to
fostering communication between the Texas
Lottery Commission and Lottery retailers, it was
determined that the format could be modified to
create greater focus on issues that are important
to retailers and that would assist retailers in
increasing Lottery sales. Beginning at the end of
Fiscal Year 2003 and continuing in Fiscal Year
2004, the Texas Lottery created two types of
retailer meeting groups—the Retailer Advisory
Committee, which consists of top-selling retailers
who meet semi-annually at Texas Lottery
Commission headquarters; and the Retailer
Links, top-selling retailers within each of the
sales districts who meet with Commission staff

who travel to each of those districts. Retailers
view these meetings as a positive means of fur-
thering communication between the Texas
Lottery Commission, the lottery operator, and
Lottery retailers.

Charitable Bingo Licensee Satisfaction
The Charitable Bingo Operations Division’s
efforts to increase communication with licensees
through initiatives such as the Bingo Bulletin, the
Operator Training Programs, and the Assessment
and Assistance Interviews, have resulted in favor-
able ratings in the quality of customer service
provided by the Division. The Division routinely
surveys charitable bingo conductor licensees
regarding their opinion of the quality of cus-
tomer service they receive. The survey includes
the question, “How would you rate the quality of
services you receive from the Charitable Bingo
Division?” and is given to each individual attend-
ing the Operator Training Program and partici-
pating in the Assessment and Assistance
Inspections. 

The following are results of the responses to the
survey question rating the quality of customer
service provided by the Charitable Bingo
Operations Division by calendar year:

Year Number % Responding
Responding           “Excellent”
to Survey or “Good”

2000 1,080 94%
2001 841 96%
2002 1,646 95%
2003 1,324 96%

The management and staff of the Charitable
Bingo Operations Division strive to consistently
provide and maintain high standards of customer
service in all interactions with licensees.

           



74

T e x a s  L o t t e r y  C o m m i s s i o n

Public Perception

The Texas Lottery Commission works hard to
foster both public awareness of and confidence in
Texas Lottery and Charitable Bingo games and
other Commission activities. 

Through its market research, the Commission
closely tracks public opinion of the Texas Lottery
and the Games of Texas. The Texas Lottery
Annual Segmentation Study has been conducted
on a regular basis since November 1992 and has
served as a mechanism to understand and moni-
tor Texas Lottery player purchase habits, beliefs,
and attitudes. According to the Fiscal Year 2004
Annual Segmentation Study, 69 percent of those
surveyed believe that the Texas Lottery is a good
method of generating revenue. This is a slight
increase over the 66 percent from the Fiscal Year
2003 study. 

The Annual Segmentation Study also provides
information about the public’s perception of
whether the Texas Lottery is operated fairly and
honestly, as shown in Figure X. Since the begin-
ning of the Lottery, players have not significantly
changed in their attitudes toward the Lottery. A
majority of Texans are in favor of the Lottery as
shown by their participation in Lottery games
and their belief that the Lottery is operated fairly
and honestly, as well as their belief that the
Lottery is an appropriate way of generating rev-
enue for the State of Texas. Sixty-one percent of
adult Texans personally support the Texas
Lottery, as measured by their participation in
Lottery games, according to the fiscal year 2004
Annual Segmentation Study. This level of support
has remained stable when compared to the 61
percent support reported in the Fiscal Year 2003
Annual Segmentation Study.

Source: Texas Lottery Commission

Recognition

In February 2004, the Texas Lottery Commission
won two prestigious Telly Awards for its “Lottery
Promotional Video,” an in-house video produc-
tions. The five-minute video won awards in the
“Public Relations” and “Corporate Image” cate-
gories of the Special Anniversary Classic Telly
Awards competition. The Telly Awards annually
showcases the best work of the most respected
advertising agencies, production companies, tele-
vision stations, cable operators, and corporate
video departments in the world. 

At the Public Gaming Research Institute’s
SMART-Tech 2004 conference, the Texas Lottery
Commission received a Smart Idea Award for the
successful development of the Megaplier, an add-
on feature to the Mega Millions game that is
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available only in Texas. Smart Idea Awards high-
light the creativity of lotteries, lottery staffs, lot-
tery suppliers and supplier staffs in the following
areas: (1) the application of new products and
the resulting benefits; (2) revenue enhancements
relating to games, promotions, and technology;
and (3) cost reductions that result in increased
net revenue for the lottery.

At the 2003 Conference of the National
Association of State and Provincial Lotteries
(NASPL), the Texas Lottery Commission was
awarded a prestigious Batchy Award for the Texas
Lottery’s Spanish-language radio ad, The Cash
Fives, in the Special Category of “Original Music
for TV or Radio.” Batchy Awards are presented to
NASPL members for outstanding advertising
achievements.

During Fiscal Year 2003, the Commission ranked
number one among the top ten spending state
agencies for the percentage of expenditures paid
to HUB businesses, according to the Texas
Business and Procurement Commission’s
Statewide HUB Report.

The Texas Lottery Commission was awarded a
Certificate of Achievement for Excellence in
Financial Reporting by the Government Finance
Officers Association of the United States and
Canada (GFOA) for its Fiscal Year 2002
Comprehensive Annual Financial Report
(CAFR). The Certificate of Achievement is the
highest form of recognition in the area of govern-
mental accounting and financial reporting, and
its attainment represents a significant accom-
plishment. The Certificate of Achievement is
awarded to governmental units that publish an
easily readable and efficiently organized CAFR
whose contents conform to program standards.
The CAFRs must satisfy both generally accepted
accounting principles and applicable legal
requirements. The GFOA is a nonprofit profes-
sional association serving approximately 14,000
government finance professionals, with offices in
Chicago, Illinois, and Washington, D. C.

National and International Comparisons

Texas Lottery National Ranking
According to sales summaries provided by La
Fleur’s 2004 World Lottery Almanac, the Texas
Lottery was the third-ranked lottery in the
United States for overall total sales in Calendar
Year 2003, behind the Massachusetts and New
York lotteries. The Texas Lottery was in fourth
place in 2001 and, with rising sales, moved up to
surpass the California Lottery in 2002.

The estimated total for advertising budgets for
U.S. lotteries in Fiscal Year 2004 was reported to
be $381.84 million, 1.2 percent lower than in
2003, according to La Fleur’s 2004 World Lottery
Almanac and based on lotteries reporting adver-
tising budgets for Fiscal Year 2004. In the top
five lottery sales states, advertising budgets in
2004 were projected to be $176.54 million,
which is 1.1 percent higher as compared to
2003. With more than $41,079.92 million in
estimated ticket sales, the average Fiscal Year
2003 advertising budget as a percent of sales was
1.1 percent. As a point of comparison, Texas’
$34 million advertising budget was 1.1 percent
of sales.

Charitable Bingo Ranking Among Texas
Foundations
When compared to the top 100 foundations in
Texas, by grants from 1982 to 2001, charitable
bingo distributions ranked in the top five from
1984 to 2000, and in the top 7 in 2001, as
shown in Figure L.
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Texas Lottery International Ranking
Based on Calendar Year 2003 sales, the Texas
Lottery ranked tenth among the top ten lotteries
worldwide, according to La Fleur’s 2004 World
Lottery Almanac and the Texas Lottery
Commission. International lotteries claim the
first through fifth and the eighth and ninth posi-
tions in sales, with two U.S. lotteries—New York
and Massachusetts—claiming the sixth and sev-
enth positions, as shown in Table 25.

The 179 lotteries worldwide generated more
than $159.6 billion in sales in Calendar Year
2003, up from $135.3 billion in Calendar Year
2002.

Comparison of Charitable Bingo Distributions to Top 100 Foundations In Texas By Grants
 1982 - 2001

Note: Bingo Figures Are Unaudited
Foundation Figures Provided By  Regional Foundation Library Austin, TX
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Figure L
Ranking of Charitable Bingo Among Top 100 Texas Foundations

Table 25
Top Ten Lotteries Worldwide Ranked by Calendar

Year 2003 Total Sales

Rank Lottery Total Sales Total
Location (US$M) Per Capita

Sales
1 Spain (LAE) $ 10,443.8 $ 260
2 Japan 10,213.9 80
3 France 9,809.4 163
4 Italy (Lottomatica) 8,920.3 154
5 United Kingdom 8,174.1 136
6 U.S. - New York 5,698.1 297
7 U.S. - Massachusetts 4,255.5 662
8 Republic of Korea 3,314.3 69
9 Italy (SISAL Sport) 3,313.3 57
10 U.S. - Texas Lottery 3,175.3 144

Source: La Fleur’s 2004 World Lottery Almanac
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Industry Resource

The Texas Lottery Commission staff serves as a
resource to Texas and other states on issues as
they relate, or may potentially relate, to the
Commission or gaming in general. The Legal
Division has developed an expertise in state and
federal lottery and charitable bingo laws. As new
technology emerges regarding gaming opportuni-
ties, the agency continues to develop its expertise
in an industry experiencing tremendous growth.

The Security Division has developed expertise
regarding potential scams involving Lottery tick-
ets and gambling devices, and serves as a resource
to law enforcement agencies regarding the State
Lottery Act and Bingo Enabling Act. Critical
information shared with the law enforcement
community has led to convictions for many
crimes, from small thefts to arson and capital
murder cases. 

Agency staff are frequently called upon to speak
at state and national conferences concerning
gaming. In addition, agency executive manage-
ment hold leadership positions within their
respective industry organizations.

Joining the Mega Millions multistate game has
provided a new opportunity for the Texas Lottery
Commission to serve as a lottery industry
resource at the national level. The Commission's
Executive Director serves as a member of the
Mega Millions Scratch Off Committee, Drawings
Committee, Locomotion Concept Committee,
and Ad Hoc/Marketing Committee. The
Commission's General Counsel and an addition-
al staff member from the Legal Division serve on
the Mega Millions Legal Committee.

The Charitable Bingo Operations Division will
host the North American Gaming Regulators
Association (NAGRA) 2004 Conference in San
Antonio, Texas. The Director of the Charitable
Bingo Operations Division is an active partici-
pant in NAGRA. He currently serves as Vice

President, will serve as President from June 2004
to June 2005, and previously was Co-Chair of
NAGRA's Charitable Gaming Committee. The
Assistant Director of the Charitable Bingo
Operations Division currently serves on the
Charitable Gaming Committee.

B. Areas for Improvement

Compliance Activity Monitoring Process

The Texas Lottery Commission is developing an
automated system that will provide the ability to
monitor the lifecycle of complaints and viola-
tions of the Bingo Enabling Act and State
Lottery Act and respective administrative rules.
The Compliance Activity Monitoring Process
(CAMP) will allow agency staff to track all com-
plaints and violations from initial intake or dis-
covery to final disposition by allowing the
CAMP Section to monitor the enforcement
process as work flows between the Security,
Legal, Charitable Bingo and/or Lottery
Operations Divisions of the agency. The CAMP
Section will maintain the comprehensive data-
base on complaints, violations and dispositions
to facilitate trend analysis and reporting. The
information will allow the agency to make
informed decisions relating to licensees by
reviewing compliance history when determining
license issuance and/or administrative action.

Restructuring of Security Division

The agency’s Security Division is currently
undergoing a review with possible recommenda-
tions for restructuring. This plan may include
recommendations for outsourcing and transfer-
ring functions to other division who might better
handle those duties. The purpose of this review is
to evaluate responsibilities and resources to deter-
mine the appropriate prioritization of work and
whether the appropriate resources are committed
to those assigned responsibilities. The study is
intended to improve operational efficiency. A

             



78

T e x a s  L o t t e r y  C o m m i s s i o n

Security Review Committee composed of several
different divisions within the Texas Lottery
Commission has reviewed all responsibilities of the
Security Division and will be making recommen-
dations to executive management.

Charitable Bingo Enforcement Process

With a limited amount of resources, the Charitable
Bingo Operations Division, with the assistance of
other divisions, has implemented a program to
aggressively review the existing internal enforce-
ment process with a goal of making the process
faster, more efficient, and more effective, and to
reduce redundancy of processes. Of particular
interest is the coordination of effort between the
various divisions that are involved in the process.
The bingo enforcement process includes the review
of step-by-step procedures that are used within the
agency to enforce compliance with the Bingo
Enabling Act and Charitable Bingo Administrative
Rules. The bingo enforcement process includes
process mapping that addresses processes related to
complaints, criminal background checks, adminis-
trative action letters, legal cases, and compliance
audit procedures. The inclusion of internal and
external stakeholders is an important component
of the review of the enforcement process.

Charitable Bingo Rulemaking Process

The Charitable Bingo Operations Division is
reviewing the bingo rulemaking process to create
and implement an efficient, effective and adaptable
rulemaking process. The objectives of the review
team are to develop a rulemaking process that
ensures compliance with the Bingo Enabling Act
and Charitable Bingo Administrative Rules,
addresses the needs and concerns of licensees and
other constituents, eliminates redundancy, mini-
mizes utilization of resources, involves stakeholders
and ensures uniformity. Another goal of the
Division is to create an atmosphere of openness
and public participation, encourage the free
exchange of ideas, and foster public awareness of
the necessity of rules. In addition, the Division

strives to create a rulemaking process that is
upfront and informal.

C. Future Challenges and Opportunities

Through the agency’s long-range and strategic
planning process, agency staff have identified sev-
eral future opportunities that could have a positive
impact on the agency’s key areas of activity—
economic development, maintaining a culture of
compliance and trust, developing innovative
games and products, applying new technologies,
and fostering public awareness of agency activities.

Texas Lottery Revenue Opportunities

In order to retain player interest in the Games of
Texas, new games and features must be occasional-
ly added to the on-line product mix and continu-
ally added to the instant product mix—keeping in
mind that tickets for on-line games are generally a
planned purchase, whereas instant tickets tend to
be impulse purchases. The Commission continues
to research which on-line and instant game oppor-
tunities and enhancements hold the most promise
to provide incremental sales. While some of these
opportunities would require legislative authority,
the Commission remains neutral as to changes in
legislation and presents these opportunities for
purposes of information.

On-line and Instant Games 
During the next five years, the Commission will
explore the following opportunities to sustain and
increase sales.

On-line Games

• Instant Win - a feature that can be
incorporated into existing on-line games
that provides players with immediate
gratification of winning, just as a tradi-
tional instant game provides.

• Keno – a type of lottery game that
involves the use of traditional lottery ter-
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minals and TV monitors. Keno drawings
are held every few minutes, and the game
is typically played in social setting venues,
such as bars and restaurants.

• Pick 4 - a four-digit daily numbers 
on-line game.

• Green Ball – a feature involving a 
separate drawing that is held immediately
following the Pick 3 drawing. If the
Green Ball is drawn, prize amounts are
increased by 20 percent for the drawing.

• Double Draw – a feature involving a 
separate drawing that is held immediately
following the Pick 3 drawing to deter-
mine if a second set of winning numbers
will be drawn.

• Kicker feature – a feature in which 
additional numbers are randomly selected
and printed at the bottom of a player’s
on-line ticket. If the Kicker numbers
match the winning numbers drawn, the
player can win prizes based on how many
numbers are matched.

• Combo purchases – a way to market
existing on-line games by selling products
in packages and promoting trial of less
popular games.

Instant Games

• Higher price point games – instant 
ticket games that are above $20 to appeal
to those players who are willing to spend
more for a chance to win higher prizes.

• Price point variety in core games – Core
games are those that are continuously
available for players. Current core games
are at the $1, $2, and $3 price points.
Higher price points would be utilized for
core games to provide consistency at a
greater variety.

• Licensed property games – Continue to
explore the introduction of licensed prop-
erty/branded games that appeal to new
and lapsed players, such as I Love Lucy
and Wheel of Fortune.

• Internet-based instant games – games
that combine elements of an instant
game and that are purchased at a retail
location with the interactive Internet
experience of graphics and audio.

• Pouch games – instant ticket games that
are sold in various combinations of price
points as a “package” deal.

Automation of Lottery Drawings
With the addition of the multistate game Mega
Millions to the Texas Lottery’s on-line game mix
in December 2003, the agency implemented a
Random Animated Digital Drawing System
(RADDS®) for drawings for the Megaplier, an
add-on game feature available only to Texas play-
ers. The Texas Lottery will consider a phased-in
approach to the full automation of all in-state,
on-line games during the next five years. A
phased-in approach will allow the agency to eval-
uate the cost-savings that are expected and deal
with any issues arising with the introduction of
each automated game prior to the next phase of
automation. A gradual shift will also allow the
Texas Lottery time to address possible public con-
cerns and to assure the continued integrity and
security of all on-line game drawings.

The automation of the game drawings could pres-
ent additional opportunities to market the draw-
ings to television stations around the state. The
automation may be able to provide a shorter
drawing program that would recapitulate all of
the winning numbers in a 15- or 30-second pro-
gram. This shortened program should be appeal-
ing to television stations that currently do not air
the one-to-two-minute Lottery drawings because
of the advertising revenue they would stand to
lose during commercial breaks, when the draw-
ings would be carried. 

Video Lottery Terminals
The State Lottery Act currently requires the Texas
Lottery Commission to adopt rules prohibiting the
operation of any game using a video lottery
machine (VLT). As defined by the State Lottery
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Act, the term “video lottery machine” means any
electronic video game machine that, upon inser-
tion of cash, is available to play or simulate the
play of a video game, including video poker,
keno, and blackjack, using a video display and
microprocessors in which the player may receive
free games or credits that can be redeemed for
cash, coins, or tokens, or that directly dispenses
cash, coins, or tokens. Therefore, the statute and
rule prohibiting video lottery machines have been
in effect since the inception of the Lottery. 

The Office of Attorney General has opined that a
video lottery system in Texas is prohibited by the
Texas Constitution, so a constitutional amend-
ment is contemplated as being necessary prior to
any implementation of a video lottery system.
During the 78th Legislature, Regular and Fourth
Special Sessions, joint resolutions and bills were
filed to place the matter on the ballot and to pro-
vide a statutory framework for the introduction
of a video lottery system in Texas.  None of these
measures passed the Legislature.  

According to State Comptroller estimates, adding
video lottery to Texas’ tracks, along with gaming
at Native American reservations, could bring in
more than $1 billion in revenues annually, along
with 30,000 new jobs. The Commission estimates
that the introduction of VLTs would result in a
statewide decrease in the number of bingo occa-
sions by 34 percent; bingo attendance by 34 per-
cent; gross receipts by 33 percent; bingo prizes
awarded by 33 percent; and charitable distribu-
tions by 30 percent. 

Charitable Bingo Revenue Opportunities

The following four variations of bingo—progres-
sive bingo games, multi-premise bingo games, elec-
tronic instant (pull-tab) bingo, and restructuring
the sale of instant (pull-tab) ticket sales—would
enhance revenue opportunities, not only to the
State, but also to the organizations conducting
charitable bingo. These types of charitable bingo
are currently offered in other states and are among
the most frequently requested changes made by

Texas organizations conducting charitable bingo.
While some of these opportunities would require
legislative authority, the Commission remains
neutral as to changes in legislation and presents
these opportunities for purposes of information.

Progressive Bingo Games 
A progressive bingo game is one in which the
jackpot is allowed to grow until a winner achieves
a winning bingo pattern within a specific number
of balls being drawn. A progressive bingo jackpot
game adds tremendous excitement to long-time
bingo players who are accustomed to the standard
$500 to $750 per game maximum payout. A pro-
gressive bingo jackpot game could attract new
people to play bingo because the prize payouts
could grow well beyond the $2,500 current maxi-
mum payout per occasion.

Progressive bingo games could present new oppor-
tunities to market bingo. For example, the higher-
prize payout games could be featured in local
newspapers or other media, bringing exposure to
bingo and the charities it supports. Progressive
bingo might also serve to keep gambling dollars in
Texas that currently go out of state to Oklahoma
and Louisiana, where high-stakes bingo halls and
casinos operate. No additional equipment would
be required, and a progressive bingo game could
easily be introduced into any location currently
conducting charitable bingo. Approximately 20
states have some form of progressive bingo.

Based on the agency’s estimate, the net prize fee of 5
percent due the state from progressive bingo would
be approximately $3.5 million per year, or a 17.8
percent increase above the Comptroller’s Biennial
Revenue Estimate of $19,707,000 for Fiscal Year
2004 bingo prize fees payable to the General
Revenue Fund. Of that percentage increase, $1.75
million, or 50 percent, would be allocated to local
jurisdictions where bingo is conducted.

Progressive bingo was first considered by the Texas
Legislature during the 76th Legislature, Regular
Session, as HB 3087, but was not passed. During
the 77th Legislature, Regular Session, HB 2119,
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authorizing a progressive bingo game, was passed
but was subsequently vetoed by the Governor.
During the 78th Legislature, Regular Session, HB
1317 and SB 507, authorizing progressive bingo,
were considered but did not pass.

Multi-Premise Bingo Games
The introduction of multi-premise bingo games,
which are variously referred to “satellite” and
“linked” bingo games in other jurisdictions,
would create a sense of excitement similar to that
experienced by Lotto Texas players. In a multi-
premise bingo game, a number of different bingo
halls located around the state are connected to
one another via a computer network. With this
network, the players in the different halls play
bingo against the players in other participating
halls and not just against players in the hall where
they are physically located. By having any number
of halls linked, the opportunity exists to increase
the size of the jackpot and, thus, generate addi-
tional excitement for the game.

Multi-premise bingo games are conducted in
Washington State and Alberta, Canada. Table 26
provides information on multi-premise bingo
games in these jurisdictions.

It is estimated that multi-premise bingo activities
would produce an increase of $10,000 to
$15,000 in annual license fees, $54.7 million in
gross receipts, $30.1 million in prizes, and $3
million in prize fees to the State.

This type of game makes full use of available cur-
rent technology. HB 3688, SB 575 and SB 1093
filed in the 76th Legislature, Regular Session, and
HB 2443 filed in the 78th Legislature, Regular
Session all addressed some form of multi-premise
bingo game; however, none of these bills passed.

A question has been raised regarding a potential
conflict with a multi-premise bingo game and
Art. III, Sec. 47 (b)(2) of the Texas Constitution.

Electronic Instant (Pull-tab) Bingo
Electronic instant (pull-tab) bingo is an elec-
tronic form of instant (pull-tab) bingo where a
customer purchases an electronic ticket face
(instead of a ticket made of paper or paper prod-
ucts), some of which have been designated in
advance as prize winners from a point-of-sale sta-
tion. All electronic instant (pull-tab) ticket faces
come from a finite deal of tickets. Electronic
instant (pull-tab) bingo has the potential to
increase pull-tab sales and perhaps capture a new
market because it would appeal to individuals
who are technologically oriented.

It is estimated that electronic instant (pull-tab)
bingo would result in approximately $300 mil-
lion in gross receipts and $13.5 million in prize
fees, half of which would go to the state and half
of which would go to local jurisdictions.

HB 2792 and SB 1422, filed in the 78th

Legislature, Regular Session, addressed electronic
pull-tab bingo; however, the bills did not pass.

Restructuring Instant (Pull-tab) Ticket Sales
Restructuring instant (pull-tab) sales would result
in the tickets being sold at times and locations
other than when regular bingo is being conduct-
ed. If this authorization were granted, the

Table 26
Multi-Premise Bingo in Washington State and

Alberta, Canada
Multi-Premise Washington Alberta, 
Bingo State Canada
Number of Licensees
Hosting Multi-Premise
Bingo 34 95
Total Sales From 
Multi-Premise Bingo $26.4 Million $333.5 Million 

(1999 – 2003) (1996 – 2003)

Attendance *6.9 Million **52.4 Million
Net Profit to Charities
From Multi-Premise
Bingo Games $1.5 Million $135 Million
Average Spend
Per Player $3.81 $6.37  

*(Note: This figure includes attendance at halls that conduct multi-premise games and those   
that do not conduct  multi-premise games.

**(Note: This figure is for attendance at halls that conduct multi-premise games only.)

81
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Charitable Bingo Operations Division estimates
an increase in prize fees to the state of approxi-
mately $9.6 million per year, half of which
would go the state and the other half to local
jurisdictions.

Minnesota is an example of a jurisdiction that
offers additional opportunities for pull-tab sales.
While these states still require strict record keep-
ing measures and for the proceeds to be devoted
to charitable purposes, they do not limit pull-tab
sales to a regular bingo occasion. Therefore,
instant (pull-tab) ticket sales in Minnesota in
2003 were over $1 billion, and in Texas, instant
(pull-tab) ticket sales were $129.7 million. HB
3360, filed during the 77th Legislature, Regular
Session, relating to the authorization to expand
the time and location where bingo pull-tabs
could be sold, had the potential to increase
instant (pull-tab) ticket sales in Texas, but the bill
did not pass.

Instant (pull-tab) ticket sales in 2003, as reported
in Texas and other jurisdictions, are shown in
Table 27.

The adoption of Charitable Bingo Administrative
Rule 402.554, Pull-Tab Bingo, on July 1, 2002,
had a significant impact on instant (pull-tab)
ticket sales in Texas. Included in the rule were
provisions authorizing new styles of play for
instant (pull-tab) games that included sign-up
board tickets, event tickets, coin boards, multiple
part event and multiple part instant tickets in
addition to the standard instant ticket games. On
September 25, 2002, the Charitable Bingo
Operations Division approved 34 new instant
(pull-tab) bingo games for sale in Texas. The
impact of the new style of play tickets has been
positive: In comparing all quarters of 2003 to all
quarters of 2002, instant (pull-tab) ticket sales
increased by 46 percent.

If the Bingo Enabling Act is amended to author-
ize these types of charitable bingo games, the
introduction of these types of games will require

the adoption of administrative rules and possibly
additional staff, to ensure these games are oper-
ated fairly. The Charitable Bingo Operations
Division would not be able to absorb the cost
for performing these additional functions from
existing appropriations. It is anticipated that the
additional revenue generated by these games
would off-set any additional expenses.

Table 27
2003 Instant (Pull-tab) Ticket Sales

Jurisdictions 2003 Instant 
(Pull-tab) Ticket Sales

Colorado $43,412,961
Connecticut $8,700,000
Iowa $28,374,015
Indiana $5,041,355
Kansas $14,000,000
Louisiana $70,930,800
Michigan $427,000,000
Minnesota $1,418,250,000
Missouri $48,410,967
Nebraska $60,744,680
North Dakota $154,614,000
Illinois $7,690,595
New Hampshire $56,181,689
Texas $129,715,615
Virginia $137,488,903
Washington, DC $247,296
West Virginia $124,585,645
Washington State $473,983,189
Wisconsin $4,308,282
Alberta $42,138,000
British Columbia $94,433
Newfoundland and
Labrador $13,154,541
Ontario (Estimate) $438,000

Source: Self-reported by jurisdictions in response to e-
mail request and from Web sites.
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One key policy issue that has been raised that
needs to be given consideration speaks to the
very nature of charitable bingo itself: Should
charitable bingo in Texas be a part-time
fundraising event operated by volunteers, or a
fundraising activity operated by professional
operators?  Not all organizations conducting
charitable bingo would agree these changes are
needed, and opponents may view these enhance-
ments to charitable bingo in Texas as an increase
in gaming activity.

Consistency in Regulations for Charitable
Gaming
In addition to charitable bingo, there are a num-
ber of games and gaming activities that are com-
monly used as a form of fundraising for non-
profit, charitable organizations. The two most
common are raffles and “Las Vegas” types of
games.

Raffles are statutorily authorized in Texas, but
no form of licensing is required and there are no
reporting requirements. A county attorney, dis-
trict attorney, criminal district attorney, or the
Office of the Attorney General may bring an
action for an injunction prohibiting conduct
that violates state law relating to gambling or
that is not authorized by the Charitable Raffle
Enabling Act or other law. Venue for prosecu-
tion of violations of the Act is in the county
where the conduct occurred. Subsequently, there
is no reliable information regarding the impact
of charitable raffles in Texas.

“Las Vegas” types of games conducted as
fundraising events are usually played for
tokens/chips instead of cash. Usually, at the end
of the evening, guests can use the tokens/chips
won to take part in an auction for donated
prizes. Charities make their money off of these
events by “selling” the tokens/chips that the
guests use to take part in the games. While the
legality of these games depend upon specific fact
situations, without uniform regulation of these
activities there is no way to calculate the benefit,

if any, they provide to Texas charities or if they
are being conducted fairly.

In the Charity Gaming in North America 2002
Annual Report, 24 jurisdictions reported raffle
gross receipts and 21 jurisdictions reported gross
receipts from “other” activities which included
Las Vegas type games. Raffle gross receipts for
2002 ranged from $181,000,000 (Ontario) to
$5,900 (Virginia). Gross receipts realized from
“Other” activities ranged from $649,543,000
(Alberta) to $56,335 (New Mexico).

The Charitable Bingo Operations Division rou-
tinely receives calls from individuals with ques-
tions related to the conduct of raffles and Las
Vegas type games as fundraising activities.
However, without jurisdiction over these games,
the Division is not able to respond or assist these
individuals. The Division refers individuals to
the Office of the Attorney General and main-
tains a Web link to the Office of the Attorney
General’s Charitable Raffle Web section from
the Charitable Bingo Web site. 

By strengthening the ability to monitor charita-
ble raffles through regulation and authorizing
other forms of charitable gaming, state policy-
makers will have a consistent approach to the
regulation of charitable gaming in Texas. In addi-
tion, state policymakers will gain a clearer picture
of the actual forms of charitable gaming taking
place in Texas and its impact on non-profit
organizations.

Organizations that in the past have been con-
ducting these activities with minimal or no over-
sight by the state may take exception to these
new regulations. However, the uniform applica-
tion of statutes and rules will ensure that the
games are fairly conducted and that the proceeds
are used for their intended purpose.

The introduction of these new games may
require additional staff, particularly in the areas
of audit and licensing. While these types of
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charitable gaming activities do not historically
generate funds for the state, data from other
states indicate the regulation of the games is
generally self-funding through the imposition of
licensing fees.

Implementing any new games to realize potential
new revenue streams will require changes to the
agency’s budget and FTE count. Should the
Legislature want the Texas Lottery Commission
to pursue any of these revenue enhancements, a
fiscal note would be developed to identify the
agency’s costs to provide the new revenue streams
desired.

Distribution Expansion

In order to maximize revenues, the Texas Lottery
Commission plans to explore opportunities that
would strengthen and open up new sales chan-
nels for Lottery retailers, and strengthen the
charitable bingo licensee base throughout Texas. 

Retailer and Licensee Recruitment Efforts
The more than 16,000 Texas retailers that sell
Lottery products represent the most significant
channel through which agency generates contri-
butions for the Foundation School Fund. The
retailer licensee base is a dynamic business envi-
ronment where business sales and acquisitions are
a part of the normal operating environment. The
economic climate of the State can also have a sig-
nificant impact on the licensee base. The Lottery
works to support existing licensees and to recruit
new licensees to ensure a stable or growing prod-
uct distribution channel (licensee base). For
Charitable Bingo, licensees are the primary chan-
nel through which Texans enjoy the fun and
excitement of bingo games while raising money
for charitable organizations. Licensee turnover
and the need to continuously serve new licensees
present Charitable Bingo with very similar chal-
lenges as those faced by the Lottery operating
environment.

The Texas Lottery Commission plans to develop
a recruitment plan beginning in Fiscal Year 2005
and will update the plan on an annual basis. The
recruitment plan will include detailed research of
other jurisdictions’ efforts to expand and main-
tain a healthy retailer and licensee base. 

With respect to potential new costs resulting
from this plan, the agency also may need to
invest in certain technologies to tailor Lottery
products to meet the needs of new types of retail-
ers. These technologies and their costs would
need to be evaluated on a case-by-case basis.

SST Expansion
Self-service terminals represent a unique oppor-
tunity to open and expand existing sales and dis-
tribution channels (locations) for Texas Lottery
on-line game products. The Lottery will com-
plete an initial installation of 1,000 SSTs at
selected retail locations in Fiscal Year 2004. SSTs
also represent a unique opportunity to explore
new sales and distribution channels that are non-
traditional locations for Texas Lottery on line
games. The agency will also evaluate the use of
SSTs and other new technologies in the recruit-
ment of non-traditional Lottery sales locations. 

Additional large grocery chains
The Texas Lottery is actively pursuing opportuni-
ties to expand its base of large grocery chain
retailers through the installation of additional
Instant Ticket Vending Machines (ITVMs) and
Self-Service Terminals (SSTs) in those locations.
Large grocery chains, which have statewide or
region-wide locations in Texas, offer the Lottery
an avenue for increasing sales and the benefit of
testing new products to select audiences.

New high-traffic sales venues
With the amount of foot traffic in airports, bus
terminals, hotels, sports stadiums and arenas
throughout Texas, the Lottery is actively evaluat-
ing the opportunity to establish ticket sales in
these areas. These locations provide unique solu-
tions due to floor area and audience, and are
desirable settings for Lottery products. 
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Keno
Keno is a lottery game that would provide the
opportunity for new channels of distribution if it
were to be added to the Texas Lottery’s game
mix. Keno is typically played in a location where
the player remains in the venue, unlike the type
of lottery games where the player purchases a
ticket, leaves the retail location, and watches the
draw at a later time. Venues that best support
Keno are bars and restaurants. 

Currently, the State Lottery Act prohibits the
licensing of a location for lottery sales which is
licensed for on-premise consumption of alcohol.
Therefore, while the Texas Lottery Commission
is authorized to operate Keno under current law,
it is not practical to do so. 

For Keno games to succeed in Texas, the State
Lottery Act would require revision to eliminate
the prohibition of licensing locations that are
licensed for on-premise consumption of alcohol.
This change would impact the restaurant and bar
industry because it would allow lottery tickets to
be sold in these locations. Licensing these loca-
tions would expand the existing lottery retailer
base and generate lottery sales commissions to
more licensed retailers. Additionally, the State
would receive additional revenue from Keno
sales. A Keno game in Texas is projected to pro-
duce an average of approximately $225 million
annually in additional revenue to the State for
each of the first six full fiscal years of operation.
A possible drawback is the social implication of
licensing locations where on-premise consump-
tion of alcohol occurs. In addition, opponents of
gaming may view Keno games in Texas as an
increase in gaming activity.

The research, development, and operation of
Keno would require additional FTEs, as well as
lottery operator resources. Additional advertising
may be required, particularly for the product
launch of Keno for educational purposes. 

Research and Development 

Research and development (R&D) is a critical
competency for organizations operating in
dynamic industries where new innovations and
technologies can significantly impact the results
of operations in the near term. Toward this end,
the Texas Lottery Commission plans to imple-
ment two programs—a Research and
Development Pipeline Analysis, and a Research
and Development Resource Center. 

Research and Development Pipeline Analysis
The primary purpose of the R&D Pipeline
Analysis is to identify emerging technologies and
product lines, industry trends, and issues related
to vendors (and their industry competition)
through broad-based industry research, and to
research and evaluate gaming products that it
currently has the legal authority to develop and
commercialize. Sources of information for the
R&D pipeline analysis would include vendors
(and their industry competition), trade journals,
industry analysts, consumer focus groups and
university researchers. The analysis will be pre-
pared by a dedicated team within the Marketing
Division’s research section with cross-divisional
support and will be evaluated on a quarterly
basis, or as needed, by topic or project. 

Research and Development Resource Center
Many organizations find it challenging to keep a
watchful eye on the future while managing day-
to-day demands with limited resources. However,
it is imperative for successful organizations to
allocate resources for forward-looking activities
so that managers can engage in proactive and
efficient planning rather than reactive and ineffi-
cient problem solving. One example of a for-
ward-looking activity is research of industry
trends and technologies that may impact the
Texas Lottery Commission’s revenues and net
contributions to the Foundation School Fund or
charitable distributions from the conduct of
charitable bingo.
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The Texas Lottery Commission plans to develop
a Resource Center in order to evaluate current
industry events and technologies, identify emerg-
ing technologies and product lines through
broad-based industry research, and evaluate gam-
ing products and trends that may impact the
Lottery and charitable bingo in Texas. The
Resource Center will be coordinated by a
research specialist within the agency’s Marketing
Division’s section, with cross-divisional resources
and support from across the agency. 

It is consistent with the agency’s mission to be a
reliable source of information for the State’s poli-
cymakers. The agency is committed to serving as
a resource on lottery and charitable bingo trends
and technologies and delivering the best service
possible in this area. Where merited, the
Resource Center team will prepare research to
thoroughly assess innovations or technologies of
great interest to the Texas Leadership. This
research may include product summaries, fiscal
impact statements, operational cost analyses,
infrastructure/technology needs, analyses of
required statutory changes, and any other rele-
vant information useful to policymakers when
considering proposed legislation.

With the Resource Center in place by the begin-
ning of Fiscal Year 2005, the Texas Lottery
Commission will be capable of providing better
and timelier information when requested by poli-
cymakers, improve its strategic planning capabili-
ties, and be positioned to adopt new technologies
and innovations. Additionally, the agency will be
better capable of defensively positioning its prod-
ucts against competing entertainment products
that may emerge, thereby safeguarding and
potentially increasing its annual contributions to
the Foundation School Fund or charitable distri-
butions from the conduct of charitable bingo.

Reaching New Demographic Markets
The markets for on-line and instant Lottery
games are considered mature given that the

games have been available to Texans for many
years and, without the addition of new gaming
activities, market demand is not expected to
grow significantly on its own. It can be a tremen-
dous challenge for organizations in mature mar-
kets to grow revenues and profits (i.e., contribu-
tions for government organizations) at rates that
satisfy stakeholders. With its mission to con-
tribute revenues for the State of Texas via its
Foundation School Fund, Texas is counting on
the Texas Lottery Commission to continuously
explore its market opportunities and encourage
responsible Texans to play its games for personal
entertainment, opportunity, and for the benefit
of the Foundation School Fund.

Over the next five years, the Texas Lottery
Commission will use information gathered from
its demographic marketing research over the last
several years to expand existing marketing seg-
ments, develop strategies for reaching market seg-
ments that consist of individuals who are not fre-
quent Lottery players, and invest research
resources into developing new products for new
players across all demographics.  
Exploring growth through segment-focused mar-
keting and product development strategies will not
require additional resources but, rather, the redi-
recting of existing staff and agency resources with-
in the Marketing Division’s advertising budget. 

Public Awareness 

Informative Marketing
“Informative marketing” is the process of sharing
information with potential customers that is credi-
ble, useful and not overly persuasive in nature. It is
founded on the premise that consumers provided
with good information that they trust about a
product will be more likely to purchase it.
Newsletters, Web sites, direct mail and direct
response television are various media commonly
used for informative marketing. 

The Texas Lottery Commission will work with its
outside advertising agencies to test informative
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marketing techniques that will disseminate credi-
ble and timely information about Texas Lottery
games, such as how and when to play; aspects of
new games and game features; the current proba-
bilities of winning various games; where the
money goes; what it means to play responsibly;
and how the agency uses security, internal con-
trols, and independent audits to ensure the
integrity of its games. 

Footage prepared for this type of informative mar-
keting campaign will have several synergistic bene-
fits for the Texas Lottery. For example, demonstra-
tions of how to play the games could be published
on the agency Web site, distributed to retailers via
videotape, and shared with local news organiza-
tions when new games are introduced. The agency
will also consider informative direct mail cam-
paigns as part of the TLC’s marketing mix. 

Additional informational marketing activities that
will be evaluated include the placement of “how
to play” brochures for all on-line games as news-
paper inserts in mid- and high-tier major periodi-
cals; streaming video “how to play” demos on the
Web site for on-line games and SSTs; and
Internet advertising and email campaigns to draw
players into the Web site for informational mar-
keting opportunities. Web site “how to play”
demos and offers for “Spotlight Game” instant
games will also be evaluated, as well as Web-based
Second Chance Drawings, research studies,
Internet advertising, and opt-in e-mail campaigns. 

Making Texas Lottery Winner Information
Available to the Public
In its mission statement, the Commission
embraces the concept that the public trust is a
valuable commodity and that the lottery games
will be administered in a secure manner to guard
that trust. The Commission is committed to its
mission statement that the lottery games will be
run in a manner that enhances “public confi-
dence in the integrity and fairness of the games.”
Fundamental to that premise is the ability for the
public to know who is receiving public funds, in

the form of Lottery prize payments. It is just as
imperative to the integrity of the lottery games
that full disclosure of the identities of the indi-
viduals receiving public funds occurs regarding
the lottery prize payments.

Lottery prizes can be claimed by an individual or
by any other properly created legal entity. It is
just as common for individuals to claim a lottery
prize as it is for non-individuals, such as a trust,
partnership or other legal entity, to claim a lot-
tery prize. 

In addition, the Commission values the impor-
tance of its Winner Awareness campaigns and
other avenues that emphasize to players that “real
people” play and “real people” win. The
Commission has seen continual success in sales
following the broadcast of television and radio
advertising that features Lottery winners.
Highlighted winners represent a broad base of
players statewide and a variety of prize levels,
from hundreds of dollars to millions of dollars. 

In processing lottery claimants, even before
declaring a lottery ticket valid, the Commission
has adopted procedures to assure itself that the
claimant is not prohibited by law from purchas-
ing a ticket or claiming a prize. Section 466.409
of the State Lottery Act, in conjunction with
Section 466.254 of the State Lottery Act, pro-
vides that certain individuals are “not eligible to
receive a prize or share of a prize.” Therefore, in
the event that a non-individual plans to claim a
Lottery prize, it is current practice of the
Commission to require identification of individ-
uals in the organizational documents submitted
to the Commission if the claimant will be a legal
entity, such as a partnership or trust.

After a prize is claimed, it is the Commission’s
practice to make the names of the Lottery win-
ners public, via a news release. Section 466.022 of
the State Lottery Act provides that information
involving Lottery prizewinners is public informa-
tion, except the street address and phone number
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of the prizewinner. Likewise, the Commission’s
practice has been to make information relating to
a prizewinner public information in response to
requests for information under the Public
Information (Open Records) Act.

Recently, some prizewinners’ attorneys are claim-
ing that key information regarding a non-indi-
vidual prizewinner is confidential. For example,
it has been asserted by a partnership that the
names of the partners—or asserted by a trust that
the names of the trustee and/or the beneficiaries
who will share in a prize payment made to the
legal entity—should be confidential. Therefore, if
it is asserted that the information is confidential
and, absent an Attorney General decision, the
Texas Lottery is not able to make public the
information regarding the names of all the part-
ners in a partnership or the members of a trust
sharing in the prize payment made to the legal
entity, when prizewinner information is request-
ed under the Public Information Act. The Texas
Lottery must seek an Attorney General’s open
records decision each time a third party asserts
confidentiality, thus resulting in a delay in releas-
ing information and leaving the public to ques-
tion whether the claimant is eligible by law to
claim the prize and whether the Commission fol-
lowed procedures. The public should have access
to the prizewinner information without delay.

An amendment to the State Lottery Act to state
that certain information regarding a prizewinner
is public information would provide that the
identity of all legal and beneficial interests in a
non-individual claim shall be disclosed to the
public after the ticket is validated.

This statutory change would authorize the
Commission to make information regarding the
identity of persons receiving a lottery prize or
share of a lottery prize known to the public in a
more timely manner. Additionally, if the
prizewinner is a non-individual, the public will
be assured that those individuals identified in the
legal documents creating the non-individual and

who will receive the benefit of the prize are not
ineligible to share in a lottery prize. There would
be no change to the exception from required dis-
closure for the home addresses and home phone
numbers for any of the individuals.

Agency Operations

Strengthening Internal Controls
The Internal Audit Division is committed to pro-
viding solution-oriented internal auditing servic-
es. Goals for the Internal Audit Division include
providing a service to the agency in assessing con-
trols to ensure the efficiency, effectiveness, com-
pliance, safekeeping, accuracy, integrity, and
excellence of agency operations. In so doing, the
Division continuously seeks leading practices and
emerging trends in the audit industry.

The Division has been tasked with conducting a
review of the Sarbanes-Oxley Act provisions, as
written for private-sector companies subject to
SEC regulation. The Division will identify and
select for implementation those provisions that
would add value to TLC’s control environment
and can be implemented at a reasonable cost.
The overarching goal will be to reinforce existing
accountability and controls over operations and
financial statement preparation, develop a greater
sense of “transparency” with external users of
agency data, and define a role for the Internal
Audit Division in processing accusations of inap-
propriate activity.

The agency’s Internal Audit Division will lead this
initiative, working closely with representatives
from the Executive, Financial Administration,
and Legal Divisions. 

Agency Intranet
The Texas Lottery Commission’s Information
Technology Division is currently developing and
implementing an Intranet application in order to
provide staff with access to agency information
and applications; improve communications with-
in the organization; provide consistent and stan-

       



89

S t r a t e g i c  P l a n  2 0 0 5  –  2 0 0 9

dardized methods for communicating with staff
in both headquarters and field offices; and dis-
seminate management and training information,
as well as publications. Other potential benefits
might include providing digitized, streamed
training videos; enabling management to com-
municate with staff through speeches and talks;
and providing a resource center for staff to access
in their daily work. Full implementation and
measurement of the Intranet is scheduled to be
completed by the end of 2005.

Upon implementation, TLC will develop internal
measurements to assess whether the Intranet is
effectively utilized to meet the agency’s cross-divi-
sional communications goals and the sharing of
important resource information in a timely man-
ner. 

Organizational Culture
Executive management, with assistance from the
division directors, continually seeks opportunities
to cultivate a team-oriented work environment
through the development of ideas that positively
impact employee morale and productivity.
Innovative options for rewarding employee work
performance are continually researched and eval-
uated. In addition, flexible work hours and
schedules are currently being examined and
implemented in the agency where available and
appropriate. A concerted effort is also made to
keep agency staff informed of and involved with
major agency initiatives. This is accomplished by
the use of monthly employee newsletters, all-staff
meetings and direct e-mail messages. These
strategies exist with the goal being to enhance
employee retention and productivity.

“Paperless” Initiatives
A significant trend in information technology
solutions shows that public and private sector
organizations alike are rapidly adopting e-records
management solutions in response to public
demands for improved enterprise governance.
The technology carries the potential for signifi-
cant cost-savings and improved operational effi-

ciencies. Additionally, risk management concerns
have made e-records management solutions a
necessary purchase for many organizations.

The Texas Lottery Commission successfully uti-
lizes an e-record file management system for
retailer licensee records. This program has result-
ed in significantly reduced file storage needs,
enhanced access to file data by multiple e-records
system users, and more efficient records reten-
tion. The agency’s executive management has
committed to the expansion of e-records strate-
gies as an agency priority based on the success of
current initiatives. Due to both its strategic
importance for cost-savings and risk manage-
ment, the agency will continue to prioritize this
initiative, expanding it as time and resources
allow, to ensure implementation of e-records
technologies, policies and processes.

Business Continuity Planning
Developing and maintaining best-in-class busi-
ness-continuity planning is an essential risk man-
agement initiative for the Texas Lottery
Commission in Fiscal Years 2005 – 07.
Accordingly, the Lottery Operations and
Information Technology Divisions plan to over-
see the development of a business continuity
plan in two phases: business resumption, and
business contingency-continuity planning.  

The plan will include recovery readiness training
programs and any testing required to ensure sys-
tem and staff readiness. This training and testing
will occur at regular intervals for impacted staff
as determined by the plan development commit-
tee and through the approval of Executive
Management. The plan will be revisited and
updated on a biannual basis.

To ensure “readiness” throughout the enterprise,
all divisions will review the agency “Business
Resumption Plan” to identify needed modifica-
tions to the existing plan. Division project lead-
ers will be designated to coordinate the collec-
tion, compilation, and evaluation of all sugges-
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tions; revise and distribute the plan to appropriate
staff; and provide for the education and training
of division personnel responsible for responding if
and when a business-disrupting event occurs.

Human Resources Internet Advances/Automation
The Human Resources Division will benefit
from new technology and an expanded use of the
Internet or Intranet. The Division is exploring
the development of an automated HR system
that coordinates data with the Financial
Administration Division. The system has the
ability to capture and cross-reference employee
data, timekeeping, automatically generating user
forms and provide ad hoc reporting capabilities.
Employment application processing and recruit-
ment opportunities would be enhanced by the
introduction of an e-application filing system
through the Texas Lottery Commission Web site. 

D. Key Resources 

State Employee Recruitment

Current economic conditions are continuously
monitored by the Texas Lottery Commission to
determine their impact on the labor market and
the agency’s ability to recruit highly skilled work-
ers. In addition, the Legislature’s decision to
allow state employees to retire from state service
and re-employ with the state without limitations
also increases the quality of the labor pool for the
Commission. 

Minority Businesses

The Texas Lottery Commission is committed to
ensuring that the economic development oppor-
tunities provided by the Lottery extend to
HUB/minority businesses and their communities.

In Fiscal Year 2003, the Texas Lottery
Commission paid over $27 million in contracts
and subcontracts to HUBs and minority business-
es. The separation of the Texas Lottery’s advertis-
ing services in 1999 into a general market adver-

tising contract and a minority market advertising
contract has also allowed the agency to tap
minority resources. In addition to providing
appropriate advertising to the minority markets,
the minority market advertising contract has
increased opportunities for minority vendors to
be involved in providing advertising services to
the Commission.

The Commission’s Mentor Protégé Program,
which was implemented in February 2002 in
accordance with the adopted HUB rules, is an
additional resource designed to enhance the
agency’s HUB and minority business participation.

The objectives of the Mentor Protégé Program
are to foster positive long-term relationships
between primary vendors (mentors) and HUBs
(protégés), and to increase the ability of protégés
to contract with the state. The program is
designed to provide professional assistance and
support to HUB vendors that will facilitate their
development and growth in areas other than
their current business expertise. 

Department of Information Resources

The Department of Information Resources (DIR)
provides key technological resources and informa-
tion to all state agencies. The Texas Lottery
Commission utilizes the assistance of the DIR on
an ongoing basis, particularly in obtaining the
services of vendors with special skill sets or prod-
ucts, making the agency much more responsive to
the technology needs of agency staff.

E. Human Resource Strengths and
Weaknesses

The Texas Lottery Commission is committed to
employing qualified applicants. As was recom-
mended to all state agencies by the State
Auditor’s Office, the Commission uses the full
range of salary within a classification to remain
competitive for employees. In its effort to find
qualified applicants for vacancies, the
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Commission is an active participant in job fairs,
intern programs, college fairs, World Wide Web
recruitment, and industry specific recruitment
opportunities.

To retain skilled employees, the Commission
invests considerable resources into offering com-
petitive salaries and developmental training pro-
grams. Additionally, the Commission has devel-
oped training programs for management and
front line employees to assist in their professional
and personal growth. 

The Texas Lottery Commission remains mindful
of employee turnover and its effect on the cost of
operations. Generally, the Commission’s turnover
rate has been below that of the state’s average.
After rising gradually through 1999 to 18.7 per-
cent, the Commission’s turnover began to decline
in Fiscal Year 2000 to 17.3 percent and continued
to decline to 11.5 percent for Fiscal Year 2002.
The rate rose in Fiscal Year 2003 to 14.45 percent
due in part to ten employees who opted to accept
the early retirement incentive offer extended by
the state.  These ten employees retired on August
31, 2003.  Table 28 compares the agency’s
turnover rates to that of the state average turnover
rate for the past six years.

To maintain its diverse employee population, the
Commission offers employment opportunities
through a variety of resources, including the
WorkIn Texas online job bank; the Texas
Workforce Commission; a TDD Phone Line for
the hearing impaired; the Commission’s 24-hour
job line and Web site; and area-specific newspa-
pers, with particular emphasis on minority publi-
cations. 

Additional information regarding the agency’s
workforce is provided in Appendix E.

Table 28 
Turnover Rates 

Years 1998 1999 2000 2001 2002 2003
TLC 16.8% 18.7% 17.3% 15.1% 11.5% 14.45%
Statewide 17.37% 17.58% 18.9% 17.6% 14.8% 13.3%

Source: State Auditor's Office and Texas Lottery Commission
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GOAL A: Generate revenue for the State of Texas through the responsible 
management and sale of entertaining lottery products, while incorporating
the highest standards of security and integrity.

OBJECTIVE: Promote and maintain an eligible, effective and productive retailer base in
order to produce revenue for the state; maintain ticket sales and awareness
of lottery products to produce revenue for the state; administer all games 
with the utmost security and integrity; and oversee major contractual 
obligations unique to a state lottery operation.

Outcome Measures:
Percentage of bad debt to Lottery sales
Per capita net Lottery sales
Percentage of net Lottery sales spent on agency administration
Ratio of advertising expense to net Lottery sales

K State revenue received per advertising dollar expended
Percent of licensees with no recent violations

K Percentage of retailers satisfied with the Lottery Commission
Percentage of retailer surveys completed
Percentage of eligible players served

STRATEGY: A.1.1. Lottery Operations
(Retailer and Player Services)

Definition: Ensure player, vendor and retailer compliance with Title 16 T.A.C., 
Section 401, Texas Government Code Chapters 466 and 467, to ensure 
the needs of the Commission and its customers are met in certain areas of
vendor compliance, instant ticket warehousing/distribution, retailer 
services, prize payments, retailer inspections and support services. 

Output Measures:
K Number of retailer business locations licensed

Number of denials or revocations of licenses
Dollars collected via the debt set-off program
Number of new licenses issued to individual retailers
Number of licenses renewed to individual retailers

AGENCY GOALS,
OBJECTIVES AND MEASURES

Texas Lottery Commission
Appropriation Structure for FY 2005 - 2009
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Efficiency Measure:
K Average cost per retailer location license issued

STRATEGY: A.1.2. Lottery Field Operations

Definition: Ensure player compliance and supporting retailer licensee compliance 
with Title 16 T.A.C., Section 401, Texas Government Code Chapters 466
and 467. Ensure the needs of the Commission and the public are met in 
the areas of customer service, payment of prizes and retailer support in 
communities throughout the State.

Output Measure:
Number of Lottery prize payment checks issued to players by Lottery 
claim centers

STRATEGY: A.1.3. Marketing and Promotions

Definition: Develop Lottery products; conduct market research and oversee 
promotional and sales functions of the Texas Lottery Commission. 
Determine the interests, opinions, awareness levels and purchase behaviors
of adult Texans in order to facilitate the planning, development, and 
implementation of effective games. Introduce Lottery products to adult 
Texans across the State of Texas; educate players and provide opportunities
to learn about Lottery products; communicate game information, 
marketing ideas and operational information to Lottery retailers; recruit 
new retailers; and measuring retailer satisfaction with Lottery operations 
and service. These functions are governed under Title 16 T.A.C., Section 
401, Texas Government Code Chapters 466 and 467. 

Output Measures:
Number of newsletters distributed to retailers
Number of retailer visits

Efficiency Measure:
K Average cost per survey issued

STRATEGY: A.1.4. Security

Definition: Protect and maintain the security and integrity of lottery games, systems 
and drawings; ensure the physical security of all commission operating 
sites; and investigate possible criminal and regulatory violations. These 
functions are governed under Title 16 T.A.C., Section 401, Texas 
Government Code Chapters 466 and 467 and the Bingo Enabling Act, 
Texas Occupation Code, Chapter 2001.
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Output Measure:
Number of Lottery investigations initiated

STRATEGY: A.1.5. Security Field Operations

Definition: Operate four (4) regional offices, located in Odessa, Houston, Dallas and 
San Antonio, that are responsible for investigating complaints within their
region. Investigate complaints, conduct background investigations on 
prospective employees, conduct background investigations on bingo dis-
tributors and manufacturers and Texas Lottery vendors. Investigators also 
act as liaison with local law enforcement agencies. These functions are 
governed under Title 16 T.A.C., Section 401, Texas Government Code 
Chapters 466 and 467.  

Output Measure:
K         Number of Lottery complaints investigated and completed or referred by 

Security Division

Efficiency Measure:
K Average cost for completed Lottery complaint investigation

Average time for completed Lottery complaint investigation

STRATEGY: A.1.6. Central Administration

Definition: Provide the executive and support functions of the Texas Lottery 
Commission through executive management, financial services, 
information technology, communications, legal services, governmental 
affairs, internal audit and human resources. 

STRATEGY: A.1.7. Lottery Operator Contract

Definition:  Contract for the operation of an integrated lottery games system and 
communications network. Contract for vendor services for terminal 
installation, maintenance and repair; marketing research personnel and 
services; promotions personnel and services; field sales personnel and 
services; instant ticket and on-line ticket stock warehousing; instant ticket
and on-line ticket stock packing; instant ticket and on-line ticket stock
distribution; ticket order processing and telemarketing; hotline support
system; and facilities. Strive to obtain the best services at the lowest cost,
working in concert with other partners and vendors.
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STRATEGY: A.1.8. Instant Tickets Production Contracts

Definition: Contract with an instant ticket vendor(s) for instant ticket development
and manufacturing services to support the development and acquisition of
quality instant tickets. Produce coupons and second-chance drawings, and
conduct sales monitoring and trend analysis of instant tickets.  These
functions are governed under Title 16 T.A.C., Chapter 401 and Texas
Government Code Chapters 466 and 467.

STRATEGY: A.1.9. Mass Media Advertising Contracts 

Definition: In order to enhance the marketing effectiveness of the Texas Lottery, 
contract for the production of mass media advertising products or services
to include radio, television, internet, newspaper, magazine and print
advertising, outdoor signage, and point-of-sale materials, as well as the
planning, buying and placement of electronic and print media across the
State of Texas and related advertising services. These functions are gov-
erned under Title 16 T.A.C., Chapter 401 and Texas Government Code
Chapters 466 and 467.

Efficiency Measures:
Dollar amount of advertising budget spent on print media
Dollar amount of advertising budget spent on radio

K Dollar amount of advertising budget spent on television 
Dollar amount of advertising budget spent on other ad media

K Percentage of adult Texans aware of Lottery advertising

STRATEGY: A.1.10 Instant Ticket Vending Machines Contract

Definition: Contract for the acquisition and service of instant ticket vending
machines, which provide an alternative method of making instant and
online tickets available to Texas Lottery players in a greater variety of retail
locations without the assistance of retailers’ personnel. These functions are
governed under Title 16 T.A.C., Chapter 401 and Texas Government
Code Chapters 466 and 467. 

STRATEGY: A.1.11 – Drawing and Broadcast Services Contract

Definition: Contract with drawing and broadcast services vendor(s) for broadcast 
television production, animated random numbers selection,and/or satellite
transmission services for the broadcast of Texas Lottery on-line game
draws. The vendor is required to purchase, install and maintain equip-
ment necessary for the broadcast of Texas Lottery on-line game draws. 
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STRATEGY: A.1.12. Market Research Services Contracts

Definition: Contract for market research services with vendors who may conduct 
various research projects in an effort to better understand player purchase
behavior and assist in developing sound marketing strategies for all
Lottery products, with participants recruited by psychographic segmenta-
tion profiles; quantitative research; and other research services as deemed
necessary and appropriate by the Texas Lottery.  These functions are gov-
erned under Title 16 T.A.C., Chapter 401 and Texas Government Code
Chapters 466 and 467.

STRATEGY: A.1.13. Retailer Bonus

Definition: Maximize revenue to the State of Texas by providing lottery sales agents
with incentive bonuses in accordance with Commission statutes, rules and
procedures.

___________________________________________________________________________

GOAL B: Timely and fairly enforce all statutes and regulations relating to charitable
bingo to determine that all proceeds derived from bingo are used for a
lawful purpose and charitable bingo games are conducted fairly.

OBJECTIVE: Process, investigate and evaluate all applications in an efficient and timely
manner; promote voluntary compliance with all applicable statutes and
regulations; timely process all quarterly reports and payments filed by
licensees, and provide timely, fair and effective disciplinary action for vio-
lators of these statutes and regulations.

Outcome Measures:
Percentage of licensees with no recent violations
Percentage of Bingo audits and inspections resulting in 
administrative sanctions

K Percentage of complaints resulting in disciplinary action
Percentage of completed Bingo complaint investigations resulting in 
warning
Percentage of Bingo complaint investigations completed or referred within
six months

K Percentage of organizations who met the statutory charitable distribution 
requirement
Percentage of organizations receiving an audit or inspection
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STRATEGY: B.1.1. Bingo Licensing

Definition: Utilize current technology to license all activities associated with the 
conduct of charitable bingo. These functions are governed under Texas
Occupations Code Chapter 2001; Article III, Section 47 of the Texas
Constitution; and Texas Government Code Chapter 467.  Encourage
communication and cooperation between Bingo licensees and the
Charitable Bingo Operations Division to help ensure that qualified appli-
cants and licensees are aware of the requirements of the Bingo Enabling
Act (Act) and Charitable Bingo Administrative Rules (Rules) to aid in vol-
untary compliance.

Output Measures:
K Number of licenses issued to individuals and organizations

Number of applications processed

Efficiency Measures:
Average Bingo license processing time (days)

K Average cost per license issued

Explanatory Measure:
Number of annual license holders

STRATEGY: B.1.2. Education and Development

Definition: Educate and develop licensed organizations that conduct Charitable Bingo
activities throughout the state of Texas, to help ensure that applicants and
licensees are aware of the requirements of the Bingo Enabling Act and the
Charitable Bingo Administrative Rules. 

Output Measures:
Number of individuals receiving education
Number of Bingo Bulletins distributed

Efficiency Measures:
K Average cost of Bingo Operator Training Class

STRATEGY: B.1.3. Bingo Law Compliance Field Operations

Definition: Ensure compliance with the Bingo Enabling Act and the Charitable Bingo
Administrative Rules through the conduct of inspections, reviews, audits,
and game observations, in order to support the statewide goal of function-
ing under an equitable tax system for all people and all businesses while
using the public’s tax dollars wisely by providing needed services at the
lowest possible cost.
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Output Measures:
Number of inspections conducted
Number of organizations receiving administrative action
Number of administrative actions initiated
Number of audits and inspections with violations
Dollar amount of adjustments to reported charitable distributions identi-
fied by audits and inspections
Number of Bingo audits and reviews completed

K        Number of Bingo complaints investigated and completed or referred by 
Security Division
Number of Bingo investigations initiated

Efficiency Measures:
K Average cost per completed Bingo complaint investigation

Average time for completed Bingo complaint investigations (days)
Average time to conduct a compliance audit

STRATEGY: B.1.4. Bingo Prize Fee Allocation and Accounting

Definition: Manage charitable bingo financial data regarding collections and
allocations of revenue in a manner that ensures funds are disbursed to
appropriate entities; and ensure that organizations are notified of non-
compliant regulatory matters in a timely manner. 

Output Measures:
Number of Bingo reports processed

K Number of days to allocate payments to local jurisdictions
Percentage of licensees who fail to pay fees and taxes by due date

Explanatory Measures:
Number of reports mailed
Number of payments deposited

NOTE: “K” Designates Key Measures required to be reported to Legislature and Governor.
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The Texas Lottery Commission's 2005 – 09 strategic plan is the culmination of a collaborative planning
process that spanned several months and involved staff from all areas of the organization, including the com-
missioners, senior and middle management, and designated staff liaisons with responsibility for providing
content from their respective divisions. This plan represents the agency's commitment to implementing
strategies and activities that support the mission, philosophy, and goals of the Texas Lottery Commission and
the State of Texas.

The planning process began in October 2003 when the Deputy Executive Director designated the Marketing
Division's Senior Editor as project manager for the development of the strategic plan. The project manager
subsequently developed a detailed workplan and timeline, and identified a project liaison in each division, in
order to launch the project agencywide. 

The strategic planning process began with a review of the 2003 – 07 strategic plan, in order to ensure conti-
nuity from one plan to the next and to build on the agency's past work. While some existing sections were
updated, new sections were also created under a new strategic plan outline designed to highlight the agency's
strategic direction and enhance the plan's readability. The strategic plan was carefully developed to be in
alignment with the agency's long-range plan and three-year business plan, both of which were developed
concurrently with the strategic plan. In spring 2004, at the recommendation of the Sunset Advisory
Commission, the agency contracted with an outside vendor from the Red McCombs School of Business at
the University of Texas at Austin who worked closely with agency staff to develop long-range and business
plans, in order to guide major initiatives and ensure their cost effectiveness. 

As the strategic planning process moved forward, the project liaisons contributed content from their respec-
tive divisions and reviewed numerous drafts. The Financial Division coordinated development of the
Historically Underutilized Business Plan and managed the process of revising and submitting the agency's
performance measures through the ABEST system for purposes of budget planning. The Lottery Operations
Division's Communications Services Section produced and submitted the Customer Service Report; the
Human Resources Division provided the Workforce Plan; and the Information Technology Division assumed
responsibility for developing and submitting the strategic plan for Information Resources Management. 

At many points along the way, the strategic plan content was developed collaboratively through formal
meetings that were convened as part of the long-range planning process; through smaller working groups
focusing on and refining particular areas of expertise; and through the sharing of completed drafts with
executive management and the agency's three-member Commission. The culmination of seven months of
careful planning and work, the 2005 – 2009 strategic plan will serve as the Texas Lottery Commission's
roadmap for future plans and activities and will ensure that those activities support the vision and goals of
the State of Texas.
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APPENDIX B
Texas Lottery Commission
Organizational Structure

FY  2005 – 2009
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APPENDIX C
Texas Lottery Commission

Outcome Projections
FY 2005 – 2009

2005 2006 2007 2008 2009
Lottery Outcomes

Percentage of Retailers Satisfied with 80.00% 80.00% 80.00% 80.00% 80.00%
the Texas Lottery Commission

Per Capita Net Lottery Sales $147.86 $145.12 $142.43 $139.79 $137.20

Percentage of Net Lottery Sales Spent on 7.00% 7.00% 7.00% 7.00% 7.00%
Agency Administration

Percentage of Bad Debt to Lottery Sales 0.02% 0.02% 0.02% 0.02% 0.02%

Ratio of Advertising Expense
to Net Lottery Sales 1.00% 1.00% 1.00% 1.00% 1.00%

State Revenue Received per Advertising Dollar $29.96 $29.96 $29.96 $29.96 $29.96 
Expended

Percent of Retailers with No Recent Violations 95.00% 97.00% 97.00% 97.00% 97.00%

Percent of Eligible Players Served 60.00% 60.00% 60.00% 60.00% 60.00%

Percent of Retailer Surveys Completed 70.00% 70.00% 70.00% 70.00% 70.00%
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2005 2006 2007 2008 2009
Bingo Outcomes

Percentage of Licensees with No Recent Violations 88.00% 88.00% 90.00% 91.00% 92.00%

Percentage of Bingo Audits and Inspections
Resulting in Administrative Sanctions 45.00% 42.00% 42.00% 40.00% 40.00%

Percentage of Complaints
Resulting in Disciplinary Action 8.00% 8.00% 8.00% 8.00% 8.00%

Percentage of Organizations Who Met
the Statutory Charitable Distribution Requirement 96.00% 97.00% 97.50% 98.00% 98.00%

Percentage of Organizations
Receiving an Audit or Inspection 50.00% 55.00% 60.00% 62.00% 62.00%

Percentage of Completed Bingo Complaint
Investigations Resulting in Warning 10.00% 10.00% 10.00% 10.00% 10.00%

Percentage of Bingo Complaint Investigations
Completed or Referred Within Six Months 90.00% 96.00% 96.00% 96.00% 96.00%
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Goal A: Lottery

Outcome Measure:
Percentage of Retailers Satisfied with the Texas Lottery Commission

Short Definition:
This performance measure is intended to determine whether the Texas Lottery Commission is providing
adequate service to retailers.

Purpose/Importance:
This key measure demonstrates whether the Texas Lottery Commission is responsive to retailer needs.

Source/Collection of Data:
Retailers are surveyed, focusing on satisfaction with Lottery services.

Method of Calculation:
All survey responses are noted by the interviewers, coded by data entry, entered into a statistical program
used for survey tabulation, results tabulated, and a report written. The percentage is calculated by taking
the number of retailers responding positively to the question(s) regarding satisfaction divided by the total
number of retailers asked the question(s) for the monthly retailer surveys. Responses for “do not know”
are not included in the tabulation.

Data Limitations:
The percentage is based on self-report data.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.

APPENDIX D
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Goal A: Lottery

Outcome Measure:
Per Capita Net Lottery Sales

Short Definition:
This measure reflects the per capita annual Lottery net ticket sales, which is adjusted for returned tickets,
stolen tickets, ticket corrections and promotional ticket credits.

Purpose/Importance
This measure is important because it relates changes in annual Lottery ticket sales to changes in total
state population.

Source/Collection of Data:
The annual ticket sales amount is reported in the Lottery’s internal reporting system. Population esti-
mates are provided by the Comptroller of Public Accounts.

Method of Calculation:
This measure is calculated by taking the annual net ticket sales, which is adjusted for returned tickets,
stolen tickets, ticket corrections and promotional ticket credits, and dividing by total state population (as
reported or estimated by the Comptroller of Public Accounts).

Data Limitations:
The per capita total is dependent upon the level of sales for the fiscal year.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery

Outcome Measure:
Percentage of Net Lottery Sales Spent on Agency Administration

Short Definition:
This measure calculates the percentage of net lottery sales spent on agency administration by taking the
cost of operating the Lottery, including payments to the Lottery’s primary vendors and payments to ven-
dors for marketing and promotional activities, divided by the annual revenue from the net sale of lottery
tickets which is adjusted for returned tickets, stolen tickets, ticket corrections and promotional ticket
credits.

Purpose/Importance:
This measure reflects part of the Agency’s mission which is to “administer and market state Lottery
games in an efficient and secure manner using appropriate marketing tools to maximize revenue for the
State of Texas while enhancing public confidence in the integrity and fairness of the game.”

Source/Collection of Data:
The annual ticket revenue and the operating cost amounts are obtained from the Lottery’s internal
reporting system.

Method of Calculation:
Costs associated with operating the Lottery divided by annual revenue from the net sale of Lottery tick-
ets, which is adjusted for returned tickets, stolen tickets, ticket corrections and promotional ticket cred-
its.

Data Limitations:
The amount of funds available for the administration of the Lottery is dependent upon the level of sales
for the fiscal year.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than projected.
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Goal A: Lottery

Outcome Measure: 
Percentage of Bad Debt to Lottery Sales

Short Definition:
This measure calculates the ratio (in percent) of bad debt deemed to be uncollectible after twelve months
of collection efforts and/or bankruptcy to total ticket sales at the end of the fiscal year.

Purpose/Importance:
This measure provides an indication of the effectiveness of the Commission’s systems and procedures for
collecting the proceeds from the sale of lottery tickets. The measure also provides an indication of the
effectiveness of the collection and enforcement tools used by the Commission to collect on delinquent
accounts. This measure is important because it reflects the Commission’s performance as it attempts to
keep bad debt related to retailer balances to a minimum.

Source/Collection of Data:
The data is obtained from the Commission’s internal reporting systems. Retailer Services staff review
reports generated by the Automated Collection System. Retailer accounts that have been deemed uncol-
lectible after 12 months and/or are in bankruptcy are identified and total dollar value of the accounts is
determined. Retailer Services staff acquire the total for ticket sales for the fiscal year for which the meas-
ure is being reported. Ticket sales are tracked on the Lottery’s internal reporting system.

Method of Calculation:
The method of calculation uses the bad debt described in the definition and total ticket sales at the end
of the fiscal year for which the output is being reported to determine the ratio. A percentage is obtained
by dividing the total value of the bad debt by the total value of the ticket sales for the fiscal year.

Data Limitations:
The reports relating to ticket sales and unpaid balances have well-defined parameters. Retailer Services
staff manually calculate the dollar value of the bad debt accounts and the dependability of that figure is a
function of the experience and skill of the staff involved.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery

Outcome Measure:
Ratio of Advertising Expense to Net Lottery Sales

Short Definition:
This measure reflects the amount spent on advertising (including point-of-sale materials, and electronic
and print media), compared to the annual net sale of Lottery tickets, which is adjusted for returned tick-
ets, stolen tickets, ticket corrections and promotional ticket credits.

Purpose/Importance:
This measure is intended to demonstrate the correlation between gross lottery sales for the State and
advertising dollars spent by the Texas Lottery Commission.

Source/Collection of Data:
The amounts of gross lottery sales and advertising are obtained from the Lottery’s internal reporting sys-
tem.

Method of Calculation:
This measure is calculated by dividing the amount spent on advertising by the annual revenue from the
net sale of Lottery tickets, which is adjusted for returned tickets, stolen tickets, ticket corrections and
promotional ticket credits.

Data Limitations:
The ratio is dependent on the level of sales and amount spent for Advertising during the year.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than projected.

 



D-6

T e x a s  L o t t e r y  C o m m i s s i o n

Goal A: Lottery

Outcome Measure:
State Revenue Received Per Advertising Dollar Expended

Short Definition:
This measure reflects the annual accrued transfers to the State of Texas from all Lottery proceeds (includ-
ing unspent administrative funds and unclaimed prizes) compared to the annual accrued amount of
advertising dollars expended.

Purpose/Importance:
This performance measure is intended to demonstrate the correlation between net revenue to the State
and advertising dollars spent by the Texas Lottery Commission.

Source/Collection of Data:
The net revenue to the State and advertising expenditures are obtained from the Lottery’s internal report-
ing system.

Method of Calculation:
This measure is calculated by dividing state revenue by the amount spent on advertising.

Data Limitations:
The final amount of revenue to the State is dependent upon the level of sales for the fiscal year.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery

Outcome Measure:
Percent of Retailers with No Recent Violations

Short Definition:
This measure reports the ratio (in percent) of currently licensed and active lottery retailer locations that
have not incurred a violation within the current fiscal year to the total number of licensed and active lot-
tery retailer locations at the end of the reporting period. A violation is defined as any violation of the
State Lottery Act or Lottery Rules by a lottery retailer that results in the suspension or revocation of the
retailer’s license.

Purpose/Importance:
This measure is an indicator of licensed lottery retailers’ adherence to state laws and administrative guide-
lines. This measure is important because it reflects (1) how effectively the Commission is communicating
with retailers regarding statutes and rules, and (2) how effectively the Commission’s activities are in
deterring these violations.

Source/Collection of Data:
The number of active and licensed retailer locations licensed at the end of the reporting period is taken
from an automated report generated at the beginning of each fiscal quarter which shows all active and
licensed retailer locations as of the last day of the previous quarter. The number of licensed and active
lottery retailer locations that incurred violations during the current fiscal year is tracked on databases
maintained by Lottery Operations Division staff and obtained from reports produced from lottery retail-
er tracking systems.

Method of Calculation:
This measure is determined by dividing the total number of active and licensed retailer locations that
have not incurred a violation within the current fiscal year by the total number of active and licensed
retailer locations at the end of the reporting period. The result is multiplied by 100 to achieve a percent-
age.

Data Limitations:
The reports used to calculate this measure have well defined parameters. However, activity that would
lead to suspension or revocation of a retailer’s license is in many cases beyond the Commission’s control.
This activity will influence performance in this measure.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery

Outcome Measure:
Percent of Retailer Surveys Completed

Short Definition:
This measure shows the Lottery’s intent to solicit meaningful feedback from retailers.

Purpose/Importance:
Surveys assist the agency in assessing the levels of satisfaction with the Texas Lottery Commission.

Source/Collection of Data:
Retailer surveys are conducted by Claim Center staff under the supervision of the Lottery’s Marketing
Division.

Method of Calculation:
Retailer surveys conducted by Claim Center staff are totaled for the number of attempted surveys and
the number of completed surveys for each quarter. The number of completed surveys is divided by the
number of attempted surveys for a percentage of retailer survey responses.

Data Limitations:
The surveying process is a voluntary one for the retailers.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Higher than target.



S t r a t e g i c  P l a n  2 0 0 5  –  2 0 0 9

Goal A: Lottery

Outcome Measure:
Percent of Eligible Players Served

Short Definition:
This measure reflects the percent of eligible players served by the Texas Lottery Commission and its ven-
dors.

Purpose/Importance:
This performance measure is intended to show the Lottery’s commitment to serve the entire eligible
player base within a fiscal year.

Source/Collection of Data:
Percentages of players served are measured as part of the monthly tracking surveys conducted by the
Market Research Services vendor.

Method of Calculation:
The number of people per month responding that they have participated in a lottery game in the past
month is combined for a three-month total. The number of people per month responding to the month-
ly tracking survey is combined for a three-month total. The total number of respondents reporting past
month play is divided by the total number of survey respondents for a percentage of players served.

Data Limitations:
Responses are based on surveyed individuals only, but can be generalized state-wide based on the survey
methodology. It is assumed that eligible players served is equitable to eligible players participating in lot-
tery games.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
The percentage of eligible players served should be within the +5 percent variance of the targeted num-
ber.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Number of Retailer Business Locations Licensed

Short Definition:
This measure reports the number of retailer business locations licensed and active at the end of each
quarter. An active retailer is licensed, approved to sell tickets, shows current sales activity and is in good
financial standing with the Lottery Commission.

Purpose/Importance:
This measure provides an indication of the Commission’s concerted effort to license and maintain a base
of retailer businesses adequate to serve the public and generate revenue for the State.

Source/Collection of Data:
The number of retailer business locations is taken from a report generated at the beginning of each quar-
ter which shows all retailer business locations licensed and active on the last day of the previous quarter.
The report is generated from the Lottery Operator’s retailer tracking database. This report includes a
total of the number of active retailers listed on the report.

Method of Calculation:
The total number of active retailer locations is taken from the report for the last month in each quarter.

Data Limitations:
The report used to calculate this data has well defined parameters.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Number of Denials or Revocations of Licenses

Short Definition:
The number of denials or revocations of licenses reflects businesses that do not comply with the Lottery
Act or an applicable rule. Revocations of licenses are defined as orders received from a hearing on
licensees that do not comply with the Lottery Act or an applicable rule. The Retailer Services section
within the Lottery Operations Division refers cases to the Legal Division for revocation of licenses from
information tracked on the Lottery Operations database systems.

Purpose/Importance:
This measure provides an indication of the Commission’s due diligence in processing applications and
ensuring businesses meet all requirements to sell tickets or be licensed.

Source/Collection of Data:
Application denials are tracked within the Retailer Services section of the Lottery Operations Division on
their database and within the Legal Division. License revocations are tracked in various databases and
spreadsheets maintained by the Retailer Services section. The Legal Division tracks the orders for revoca-
tion and maintains the number of orders in logs. Data related to this activity is compiled as it occurs
during the quarter.

Method of Calculation:
At the end of each quarter in the fiscal year, the activity is reviewed related to denials and revocations. A
total for the number of license application denials and license revocations for the quarter is compiled
from data files maintained by Retailer Services staff.

Data Limitations:
The report used to calculate this data has well defined parameters.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Dollars Collected Via the Prize Payment Debt Set-off Program

Short Definition:
This measure reports the amount of money collected for the State of Texas via the Commission’s prize
payment debt set-off system. The Commission is required by statute to withhold from prize payments
certain monies owed to the State by prize winners.

Purpose/Importance:
This measure represents the positive impact of that portion of the State Lottery Act which requires the
Texas Lottery to ensure delinquent debts to the State of Texas are satisfied prior to the awarding of prize
payments to prize winners.

Source/Collection of Data:
Various state agencies provide either to the Commission or to the Comptroller of Public Accounts the
taxpayer identification numbers of those individuals with outstanding debts. Either directly or through
data received from the Comptroller, this information is placed in a database within the Commission’s
prize payment system. One of the pieces of personal information provided by prize winners on a com-
pleted Texas Lottery Winner Claim Form is his/her taxpayer identification number. Upon entry into
ProSys, the number provided by the winner is checked against the previously mentioned database for a
match. If a match is found, an error message is returned and the prize payment is reduced appropriately
by the amount owed after the information received is verified. A daily report of any set-offs is automati-
cally generated by ProSys and provides the Financial Administration Division with the information need-
ed to forward the appropriate funds to the various agencies owed. A spreadsheet maintained by the
Financial Administration Division tracks the various payments and receiving agencies.

Method of Calculation:
On a quarterly basis, the Financial Administration Division provides the necessary report to the Claim
Center Section in order to report this measure.

Data Limitations:
The report used to calculate this data has well defined parameters.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Number of Licenses Issued to Individual Retailers

Short Definition:
This measure reports the number of new retailer licenses issued during the reporting period. A license is
issued to a retailer when a license application is submitted and approved for the applicant(s) and retailer
location.

Purpose/Importance:
This measure provides an indication of the Commission’s concerted effort to generate revenue by issuing
licenses to qualified businesses interested in selling lottery tickets. This data is useful in identifying trends
and developing goals and strategies for the Commission.

Source/Collection of Data:
The number of new licenses issued to retailers within each quarter is taken from a report generated at the
end of the reporting period from the Security Licensing database.

Method of Calculation:
The total number of new licenses issued to retailers is taken from a report listing the retailers that were
issued new licenses during the reporting period.

Data Limitations:
The report used to calculate this data has well-defined parameters. The number of new licenses issued
during a given reporting period will be impacted by the number of license applications submitted during
the period.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Number of Retailer Licenses Renewed

Short Definition:
This measure reports the number of renewed licenses issued during the reporting period to retailers who
previously held permanent retailer licenses.

Purpose/Importance:
Licensure renewal is intended to ensure that individuals or entities currently licensed to sell lottery tickets
satisfy current statutory and rule requirements. This measure is an indicator of the level of activity that
occurs during a reporting period related to retailer license renewals and is intended to show the number
of permanent licenses renewed in the reporting period. It is useful in identifying trends that may impact
the administration of the Commission’s license renewal program and is helpful in developing goals and
strategies for the Commission.

Source/Collection of Data:
The data for this measure is compiled in databases that are maintained by Lottery Operations Division
staff and from reports produced from the lottery retailer tracking systems.

Method of Calculation:
The number of permanent retailer licenses renewed is compiled from data in files maintained by Lottery
Operations staff and in reports produced from the Lottery Security/Licensing system, which tracks retail-
er license activity.

Data Limitations:
The reports used to calculate this measure have well-defined parameters. The number of permanent
retailer licenses renewed is dependent upon the number of permanent retailer licenses expiring in the
reporting period along with the number of permanently licensed retailers who timely submit and com-
plete the renewal application.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.1. Lottery Operations

Efficiency Measure:
Average Cost Per Retailer Location Licensed

Short Definition:
This measure reports the average cost per new retailer location licensed within the quarter.

Purpose/Importance:
This measure is an indicator of efficient use of staff resources and is needed to determine appropriate
license application fee amounts. State law requires that the fees collected be sufficient to cover the cost of
processing license applications.

Source/Collection of Data:
The number of new active licensees processed within the quarter is taken from a report generated at the
end of the quarter from the Lottery Operator’s retailer licensing database. The cost to process new license
applications is compiled from salary information for Retailer Services staff responsible for processing new
license applications.

Method of Calculation:
The average cost is determined by total cost to process a new license divided by the number of new
active licensees processed within the quarter. Total cost to process a new license is salary expense during
the quarter for select personnel assigned to process new licenses within the Retailer Services section of the
Lottery Operations Division.

This cost excludes salary benefit costs, 50% of supervisory salaries, 100% of salaries of others assigned
only routine license maintenance responsibilities, and any other direct or indirect costs.

Data Limitations:
The reports used to calculate this data have well defined parameters.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.2. Lottery Field Operations

Output Measure:
Number of Lottery Prize Payment Checks Issued to Players by Lottery Claim Centers

Short Definition:
This measure reports the total number of Prize Payment Checks issued by the Commission claim centers
located throughout the state. Due to tax reporting requirements, prizes in excess of $599.00 must be
claimed at a claim center either in person or via mail. Prizes of lesser amounts may be claimed at licensed
Texas Lottery retailers but may also be claimed in claim centers as well.

Purpose/Importance:
This measure is intended to reflect an important aspect of the volume of work performed by the claim
centers as related to the issuance of prize payment checks.

Source/Collection of Data:
Prize Payment checks are created after a player submits a winning ticket and completed Texas Lottery
Winner Claim Form. A validation is performed on the ticket and the player’s personal information indi-
cated on the claim form is entered into the ProSys validation system. The successful validation and entry
of the personal information results in the creation of a uniquely numbered prize check drawn on the
Commission’s Prize Payment account. Unique check number ranges are assigned to each claim center
and change with each claim in a numerically ascending order in each office according to the assigned
range. The ticket, player, and check information are all posted to databases within the ProSys system.
Weekly summary reports are generated from this information sorted by each of the claim centers.

Method of Calculation:
Quarterly statewide totals are obtained by totaling all prize payment checks processed for all claim cen-
ters during the reporting quarter. 

Data Limitations:
The weekly summary reports used to calculate this data have well defined parameters.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.3. Marketing and Promotions

Output Measure:
Number of Newsletters Distributed to Retailers

Short Definition:
This performance measure is intended to show that the Texas Lottery Commission makes a concerted
effort to maintain formal communication with its entire retailer network.

Purpose/Importance:
This measure educates retailers about current games and game closings, new game introductions, practi-
cal sales techniques, security issues, field staff information, and other related topics necessary to market
lottery products.

Source/Collection of Data:
The newsletters are distributed to retailers by the Lottery Operator during a typical sales cycle. Counts of
distributed newsletters are taken and reported to the Lottery.

Method of Calculation:
The Lottery Operator provides the number of newsletters distributed by sales district during the quarter,
via an email report. Numbers are combined to provide a quarterly count of all newsletters distributed in
a given quarter.

Data Limitations:
The number of newsletters distributed is dependent upon the number of active retail locations and cor-
porate account headquarter offices.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.3. Marketing and Promotions

Efficiency Measure:
Average Cost per Survey Issued

Short Definition:
This performance measure provides the cost incurred in producing, distributing, and analyzing surveys
to Lottery retailers.

Purpose/Importance:
It demonstrates the Texas Lottery Commission’s intent to solicit meaningful feedback from retailers in a
cost-effective manner.

Source/Collection of Data:
Retailer surveys are conducted by Lottery Claim Center staff, under the supervision of the Lottery
Marketing Division. Once collected, the information is then tabulated and a written report is issued.
Retailer newsletter surveys are composed, conducted and reported in subsequent issues of the newsletter
by the Lottery Marketing Division.

Method of Calculation:
Cost per survey issued is determined by taking the total dollar amount incurred for conducting retailer
surveys during the course of the quarter and dividing that amount by the number of surveys distributed
for retailer response during that same period. Marketing division labor costs will be considered in overall
costs only if a substantial portion of working time (over 5%) is dedicated to handling retailer survey
related work. The cost per survey is calculated by adding together the Claim Center administration cost,
Claim Center travel cost, Marketing Administration cost, data tabulation cost, printing cost and press
costs, and dividing by the number of surveys issued.

Data Limitations:
Costs may vary due to changes in salaries, travel, printing, and data tabulation.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.3. Marketing and Promotions

Output Measure:
Number of Retailer Visits

Short Definition:
This performance measure reflects the number of retailers visited by the Lottery Operator’s sales repre-
sentatives.

Purpose/Importance:
It is important in that it indicates that retailers are visited on a regular basis by Lottery Operator sales
representatives and provides service and assistance from a marketing and service standpoint.

Source/Collection of Data:
Each Lottery retail location is assigned to a Lottery operator sales representative who visits that retailer
once each sales cycle (each sales cycle being a two-week period). The number of retailer visits is depend-
ent upon the number of individual retailer locations selling Lottery products, plus the number of corpo-
rate account headquarter offices visited.

Method of Calculation:
Lottery Sales Representatives (LSRs) automatically record retailer visits using a card with a magnetic strip
swiped on the on-line terminal, numbers which are then required to be submitted to the Texas Lottery
Commission. The number of visits is recorded on a monthly basis.

Data Limitations:
The number of retailer visits is dependent upon the number of active retail locations and corporate
account headquarter offices visited.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.4. Security

Output Measure:
Number of Lottery Investigations Initiated

Short Definition:
This measure reports the total number of administrative and criminal lottery investigations initiated by
the Security Division during the quarter.

Purpose/Importance:
This is important because it serves as an accurate measure of the total number of investigations initiated,
which in turn provides key information regarding resource allocation.

Source/Collection of Data:
The opening dates of an investigation are recorded in the Compliance Activity Monitoring Process
(CAMP) case management tracking system. Only those investigations opened within the quarter are
reported in this measure.

Method of Calculation:
This measure is calculated by recording the number of investigations initiated within the quarter and
dividing that number into the projected investigations for the year. Dates are recorded in the case man-
agement tracking system in the Security Division.

Data Limitations:
Lottery priorities and other mandates may directly impact the initiation of some investigations.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.5. Security Field Operations

Output Measure:
Number of Lottery Complaints Investigated and Completed or Referred by Security Division

Short Definition:
This measure reports the number of Lottery complaints investigated and completed by the Security
Division or referred to another division/agency for further action.

Purpose/Importance:
This measure is important because it allows the Security Division the ability to identify problem areas
and allocate resources.

Source/Collection of Data:
A completed investigation is noted in the case file under the heading of supervisor approval. The number
of completed and referred investigations and approval dates are recorded in the Compliance Activity
Monitorying Process (CAMP) case management tracking system.

Method of Calculation:
This measure is calculated by recording the number of Lottery complaints that are investigated by the
Security Division and approved for closure or referral by a supervisor year-to-date, regardless of when the
investigation was actually opened. The approval dates of the investigation are recorded in the
Compliance Activity Monitoring Process (CAMP) case management tracking system.

Data Limitations:
The complexity of the allegation(s) made may affect the number of investigations completed within the
quarter. Additionally, the availability of the complainant, suspect or witness may also affect the number
of investigations completed.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.5. Security Field Operations

Efficiency Measure:
Average Time for Completed Lottery Complaint Investigations (days)

Short Definition:
This measure reports the average time for Lottery complaints investigated and completed by the Security
Division or referred to another division/agency for further action.

Purpose/Importance:
This measure is important because it serves as a gauge to measure the efficiency and timeliness of com-
plaint investigation and completion.

Source/Collection of Data:
A completed investigation is noted in the case file under the heading of supervisor approval. A completed
investigation is defined as any complaint in which an allegation has been entered into the Compliance
Activity Monitoring Process (CAMP) case management tracking system and an approval date has been
assigned to the case by a supervisor.

Method of Calculation:
A completed investigation is noted in the case file under the heading of supervisor approval. The average
time is measured by the number of days from the date each Lottery complaint case is assigned to an
investigator until the investigation is closed by a supervisor, divided by the total number of complaint
investigations completed or referred for the quarter.

Data Limitations:
The complexity of the allegation(s) made may impact the number of days it may take to complete an
investigation. Additionally, the availability of the complainant, suspect or witnesses may also affect the
length of time it takes to complete an investigation.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.5. Security Field Operations

Efficiency Measure:
Average Cost Per Completed Lottery Complaint Investigation

Short Definition:
This measure reports the average cost per Lottery complaint investigated and closed or referred to anoth-
er division/agency for further action by the Security Division within the quarter.

Purpose/Importance:
This measure allows division management to better allocate and monitor the division’s funds.

Source/Collection of Data:
The number of completed Lottery complaint investigations is captured by the Compliance Activity
Monitoring Process (CAMP) case management tracking system. The Security Division’s cost for investi-
gator salary and travel expenses are obtained from records maintained in the Financial Administration
Division.

Method of Calculation:
The average cost is determined from the total salary expense and travel costs during the quarter for the
security investigators assigned to lottery complaints processing and investigation completion/referral
(excluding supervisory salaries and salary benefits costs) divided by the number of approved completed
Lottery complaint investigations within the quarter. 

Data Limitations:
Costs per completed investigation are difficult to project based on current economical fluctuations and
legislative changes. Additionally, the location of the investigation, suspect or witnesses may, in some
cases, impact the costs of performing investigations.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below target.
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Goal A: Lottery Strategy A.1.9. Mass Media Advertising Contracts

Efficiency Measure:
Advertising Dollars Spent on Print Media

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on print
media.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery products.

Source/Collection of Data:
Signed and approved cost estimates for print media jobs.

Method of Calculation:
This measure is calculated by taking the total approved amounts for spending on print media and adding
them together for a quarterly total.

Data Limitations:
Amounts are based on signed and approved print media cost estimates. Actual costs are not used because
the advertising agencies are allowed up to 90 days after the completion of an advertising job to submit
invoices for payment. This time frame does not allow for timely reporting of actual costs by quarter.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Advertising dollars spent for print media should be within the +5 percent variance of the targeted
amount.
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Goal A: Lottery Strategy A.1.9. Mass Media Advertising Contracts

Efficiency Measure:
Advertising Dollars Spent on Radio

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on radio
media.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery products.

Source/Collection of Data:
Signed and approved cost estimates for radio media jobs.

Method of Calculation:
This measure is calculated by taking the total approved amounts for spending on radio media and
adding them together for a quarterly total.

Data Limitations:
Amounts are based on signed and approved radio media cost estimates. Actual costs are not used because
the advertising agencies are allowed up to 90 days after the completion of an advertising job to submit
invoices for payment. This time frame does not allow for timely reporting of actual costs by quarter. 

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Advertising dollars spent for radio media should be within the +5 percent variance of the targeted
amount.
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Goal A: Lottery Strategy A.1.9. Mass Media Advertising Contracts

Efficiency Measure:
Advertising Dollars Spent on Television

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on televi-
sion media.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery products.

Source/Collection of Data:
Signed and approved cost estimates for television media jobs.

Method of Calculation:
This measure is calculated by taking the total approved amounts for spending on television media and
adding them together for a quarterly total. 

Data Limitations:
Amounts are based on signed and approved television media cost estimates. Actual costs are not used
because the advertising agencies are allowed up to 90 days after the completion of an advertising job to
submit invoices for payment. This time frame does not allow for timely reporting of actual costs by quarter.  

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Advertising dollars spent for television media should be within the +5 percent variance of the targeted
amount.
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Goal A: Lottery Strategy A.1.9. Mass Media Advertising Contracts

Efficiency Measure:
Advertising Dollars Spent in Other Media

Short Definition:
This performance measure shows the number of dollars the Texas Lottery Commission spends on all
advertising-associated costs not included in the print, radio or television categories.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery products.

Source/Collection of Data:
Signed and approved cost estimates for jobs, related to but not included in the print, radio or television
categories, as specified in the Marketing Budget Guidelines.

Method of Calculation:
This measure is calculated by taking the total approved amounts for spending on all media not included
in the print, radio, or television categories and adding them together for a quarterly total. 

Data Limitations:
Amounts are based on signed and approved cost estimates for advertising-related services. Actual costs are
not used because the advertising agencies are allowed up to 90 days after the completion of an advertis-
ing job to submit invoices for payment. This time frame does not allow for timely reporting of actual
costs by quarter.  

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Advertising dollars spent for other media should be within the +5 percent variance of the targeted
amount.
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Goal A: Lottery Strategy A.1.9. Mass Media Advertising Contracts

Efficiency Measure:
Percentage of Adult Texans Aware of Lottery Advertising

Short Definition:
This performance measure is intended to show that the Lottery makes a concerted effort to track the
awareness of Texas Lottery game advertising.

Purpose/Importance:
It is important to monitor advertising awareness as a measure of efficient spending of the advertising
budget.

Source/Collection of Data:
Monthly telephone surveys of a random sample of adult Texans.

Method of Calculation:
To determine this percentage, surveys are conducted by contracted vendors. This information is collect-
ed, tabulated and stored by the vendor, although the Texas Lottery Commission is provided copies of
data tables. Throughout the fiscal year, a quarterly tracking report shows awareness of Texas Lottery
games. The number of persons reporting on awareness of Lottery advertising is divided by the total num-
ber of persons asked about Lottery advertising.

Data Limitations:
The percentage is based on self-report data.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Licensees with No Recent Violations

Short Definition:
This measure reports the ratio (in percent) of Bingo organizations that have not incurred an audit viola-
tion for the fiscal year to the total number of Bingo organizations that were licensed. An audit violation
is defined as any violation of the Bingo Enabling Act and/or the Charitable Bingo Administrative Rules
noted during a Books and Records Inspection, Tax Review, Bingo Game Observation Assessment &
Assistance Inspection, Compliance Review, Compliance Audit and financial audit. A bingo organization
is considered licensed if it is in an active status during the fiscal year.

Purpose/Importance:
This measure provides an indication of the effectiveness of taxpayer education through audits and inspec-
tion of the taxpayer’s books and records.

Source/Collection of Data:
This data will be captured from the Automated Charitable Bingo system.

Method of Calculation:
This measure reports the ratio (in percent) of Bingo organizations that have not incurred an audit viola-
tion for the fiscal year to the total number of Bingo organizations licensed.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.



D-30

T e x a s  L o t t e r y  C o m m i s s i o n

Goal B: Charitable Bingo

Outcome Measure:
Percentage of Bingo Audits and Inspections Resulting in Administrative Sanctions

Short Definition: This measure reports the ratio (in percent) of Bingo Audits and Inspections resulting
in administrative sanctions to the total number of Bingo Audits and Inspections performed for the fiscal
year. A Bingo Audit and Inspection can be a Bingo Books and Records Inspection, Tax Review, Bingo
Game Observation, Assistance & Assessment Inspection, Complaint Investigation, Compliance Review,
Compliance Audit, or Financial Audit.

Purpose/Importance: To ensure a licensed authorized organization is in compliance with the Bingo
Enabling Act and Charitable Administrative Rules.

Source/Collection of Data: This data will be captured from the Automated Charitable Bingo system.

Method of Calculation: Total number of Bingo Audits and Inspections resulting in administrative sanc-
tions divided by the total number of Bingo Audits and Inspections performed for the fiscal year.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Complaints Resulting in Disciplinary Action

Short Definition:
Disciplinary actions are defined as agreed orders, suspensions, revocations and/or administrative penal-
ties.

Purpose/Importance:
This measure reflects the disciplinary action taken on substantiated complaints that violate the Bingo
Enabling Act or an applicable rule.

Source/Collection of Data:
The Security Division forwards substantiated complaints to the Legal Division to determine if the Texas
Lottery Commission should take disciplinary actions. The data is retained on the agency’s network H in
a file accessible by the Security and Legal Divisions. This is where the cases referred to the Legal Division
are documented.

Method of Calculation:
The ratio (in percentage) of cases resulting in some form of disciplinary action divided by the total num-
ber of cases referred to the Legal Division for possible disciplinary action for the fiscal year.

Data Limitations:
This measure will be limited based on the actual number of complaints where the investigation actually
identifies possible violation of the Bingo Act. If the allegations are not supported by sufficient evidence
then there will be no action.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Completed Bingo Complaint Investigations Resulting in Warning

Short Definition:
This measure is intended to determine whether licensees are complying with the Bingo Enabling Act and
applicable rules. A warning is a written or verbal notice calling to the licensee’s attention an infraction of
the Bingo Enabling Act or an applicable rule.

Purpose/Importance:
The purpose is to measure compliance by licensees.

Source/Collection of Data:
All warning information data is captured from the Compliance Activity Monitoring Process (CAMP)
case management system.

Method of Calculation:
The ratio (in percentage) of completed Bingo complaint investigations resulting in a written or verbal
warning divided by the total number of completed Bingo complaint investigations in the fiscal year. 

Data Limitations:
Mandatory training of new Conductors may reduce the amount of sustained allegations being made
against the Charities.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Bingo Complaint Investigations Completed or Referred Within Six Months

Short Definition:
This measure reports the percentage of Bingo complaint investigations completed or referred within six
months, by the Security Division.

Purpose/Importance:
The purpose of this measure is to ensure that complaints are efficiently addressed.

Source/Collection of Data:
The source documentation for completed Bingo complaint investigations or referrals is noted in the case
file under the heading of Supervisor approval on all completed cases. The information is captured from
the Compliance Activity Monitoring Process case management tracking system.

Method of Calculation:
The measure is calculated by dividing the number of Bingo complaint investigations completed or
referred within six months or less by the total number of Bingo complaint investigations completed or
referred for the fiscal year. 

Data Limitations:
The complexity of the allegations(s) made may affect the number of days it takes to complete an investi-
gation. Additionally, the availability of the complainant, suspect or witnesses may also affect the number
of investigations completed. 

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Organizations Who Met the Statutory Charitable Distribution Requirement

Short Definition: 
This measure reports the ratio (in percent) of organizations who met the statutory charitable distribution
requirement.

Purpose/Importance: 
This measure will help determine the percentage of organizations in compliance with the Bingo Enabling
Act, Section 2001.457. 

Source/Collection of Data:
The data is captured from the Automated Charitable Bingo System – 4 Quarter Distribution.

Method of Calculation: 
This measure is calculated by dividing the number of organizations meeting the required minimum char-
itable distribution by the number of authorized organizations licensed during the fiscal year.

Data Limitations: 
Number of organizations required to file quarterly reports.

Calculation Type:  
Non-cumulative.

New Measure:
No.

Desired Performance:
Below Target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Organizations Receiving an Audit or Inspection

Short Definition: 
This measure reports the ratio (in percent) of organizations on which an Audit or Inspection is per-
formed during the fiscal year. An Audit or Inspection can be a Bingo Books and Records Inspection, Tax
Review, Bingo Game Observation, Assistance & Assessment Inspection, Complaint Investigation,
Compliance Review, Compliance Audit, or Financial Audit. An organization is a licensed authorized
organization or licensed commercial lessor.

Purpose/Importance: 
This measure will help determine the percentage of organizations receiving compliance visits, help assess
the extent of compliance with the Bingo Enabling Act and Administrative Rules, and help to assess
organization training needs.

Source/Collection of Data:
The data will be captured from the Automated Charitable Bingo System.

Method of Calculation: 
This measure is calculated by dividing the number of organizations receiving audits or inspections by the
total number of organizations licensed during the fiscal year. 

Data Limitations: 
None.

Calculation Type:  
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Higher Than Targeted.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Output Measure:
Number of Licenses Issued to Individuals and Organizations

Short Definition:
This measure reports the number of licenses issued to individuals and organizations for a Charitable
Bingo activity in this state.

Purpose/Importance:
This measure reflects the responsiveness of the Licensing Section staff to our customers’ needs and is an
indicator of our efficiency.

Source/Collection of Data:
The Commission’s Automated Charitable Bingo System (ACBS) provides the licensing information
through the Application Processing Statistics report. 

Method of Calculation:
Total of all renewal licenses issued to Conductors, Lessors, Manufacturers, Distributors and System
Service Providers.

Data Limitations:
The ultimate number of renewal licenses issued is dependent on the number of individuals and organiza-
tions requesting to renew their license as well as the completeness of the application, outstanding tax lia-
bilities, etc.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Output Measure:
Number of Applications Processed

Short Definition:
This measure reports the number of applications processed for all Bingo licenses. This includes applica-
tions for original, renewal, amended and temporary licenses for System Service Providers, Manufacturers,
Distributors, Lessors and Conductors of Bingo operations. An application is considered processed when
a license is issued or the application is denied, withdrawn, or discontinued.

Purpose/Importance:
This measure reflects the responsiveness of the Licensing Section staff to our customers’ needs and is an
indicator of our efficiency.

Source/Collection of Data:
Application Issued, Denied, Withdrawn, or Discontinued Report from the ACBS.

Method of Calculation:
The Commission’s Automated Charitable Bingo System (ACBS) provides the licensing information,
through the Applications Issued, Denied, Withdrawn, or Discontinued report. The number of applica-
tions for original, renewal, amended and temporary licenses for System Service Providers, Manufacturers,
Distributors, Lessors and Conductors of Bingo operations is totaled and those that have been denied are
added to the total.

Data Limitations:
The ultimate number of applications processed is dependent on the number of organizations requesting
a license.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Efficiency Measure:
Average Bingo License Processing Time (days)

Short Definition:
Reports the weighted average length of time, in days, that it takes the Charitable Bingo Division to issue
a license.

Purpose/Importance:
This measure reflects the responsiveness of the Licensing Section staff to our customers’ needs. It is an
indicator of our efficiency.

Source/Collection of Data:
The data for this measure is obtained from the division’s Automated Charitable Bingo System (ACBS)
computer application system.

Method of Calculation:
The total number of records for each taxpayer type (conductor, lessor, etc.) multiplied by the average
number of days for each application type (amendment, original, renewal, etc.) equals the total number of
days to process each application type. Add the total number of records and the total average number of
days to process each application type. The total number of days to process each application type divided
by the total number of records equals the average processing time in days.

Data Limitations:
Factors that can influence this figure include: completeness of the application, outstanding tax liabilities,
etc.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Efficiency Measure:
Average Cost Per License Issued

Short Definition:
This measure reports the cost of issuing a license or an amendment to a license.

Purpose/Importance:
This measure reflects the responsiveness of the Licensing Section staff to our customers’ needs and is an
indicator of our efficiency.

Source/Collection of Data:
Automated Charitable Bingo System.

Method of Calculation:
It is calculated by dividing the number of licenses and amendments to licenses issued into the total esti-
mated costs associated with processing licenses and amendments within the Charitable Bingo Division.
Calculate the percentage of time spent by licensing examiners entering, reviewing and processing applica-
tions. Multiply that percentage by the licensing examiner’s salary. Calculate the number of hours spent
by the Auditors on pre-licensing interviews and site verifications for the quarter. Multiply that time by
the average of the Auditors’ hourly salaries. Total the percentage of monthly salaries for the Data Entry
Clerk, Administrative Technician, Licensing Examiners, and the Auditors. Multiply the sum by three for
the three months in the quarter. Add the total cost of travel due to site inspections. Divide the sum by
the total number of original licenses issued for the quarter. This figure represents the average cost per
license issued for the current quarter.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Explanatory Measure:
Number of Annual License Holders

Short Definition:  
This measure reports the number of organizations that held an active bingo license each quarter.

Purpose/Importance:  
This measure identifies the number of licensees who can renew.

Source/Collection of Data:  
The Automated Charitable Bingo System provides a report of organizations that were licensed during a
particular period.

Method of Calculation:  
The total number of conductors, lessors, manufacturers, distributors, and system service providers that
are licensed.

Data Limitations:  
None.

Calculation Type:  
Non-cumulative

New Measure:  
Yes.

Desired Performance:  
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.2. Education and Development

Output Measure:
Number of Individuals Receiving Education

Short Definition:
This measure reports the number of individuals completing the Operator Training Program via in per-
son, video, Web site, or other interactive modes.

Purpose/Importance:
The number and frequency of administrative actions and compliance actions as a result of violations of
the Bingo Enabling Act and Administrative Rules should be positively impacted as more individuals
complete the Operator Training program. 

Source/Collection of Data:
Information maintained in the Automated Charitable Bingo System (ACBS) relating to OTP training.

Method of Calculation:
The number of individuals recorded as completing the Operator Training Program.

Data Limitations:
Yes; information timely submitted by individuals who complete the OTP training via means other than
seminars provided by staff members.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.2. Education and Development

Output Measure:
Number of Bingo Bulletins Distributed

Short Definition:
This measure reports the total number of Bingo-related informational and educational newsletters,
known as Bingo Bulletins, distributed to Bingo licensees.  This figure is obtained from the Mail Center
Expenditures-Bingo Report.

Purpose/Importance:
This measure is a reflection of the effort made to disseminate informational and educational materials to
assist licensed organizations in complying the Bingo Enabling Act and the Charitable Bingo
Administrative Rules.

Source/Collection of Data:
Mail Center Expenditures – Bingo Report.

Method of Calculation:
The total number of Bingo Bulletins mailed out.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.2. Education and Development

Efficiency Measure:
Average Cost of Bingo Operator Training Class

Short Definition:
This measure reports the costs associated with presenting a Bingo Operator Training class which include
but is not limited to staff hours, travel expenses, supplies, materials, postage and equipment.

Purpose/Importance:
The average cost of each class must be identified to determine the impact on Charitable Bingo
Operations Division’s budget.

Source/Collection of Data:
The Audit Section’s LAN based Operator Training Program database.

Method of Calculation:
Cumulative cost of Bingo Operator Training Program (staff hours, travel expenses, supplies, materials,
postage and equipment) divided by the total number of Bingo Operator Training Programs conducted,
in dollars.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Inspections Conducted

Short Definition:
This measure reports the total number of Bingo inspections, including Site Verification Inspections, Pre-
Licensing Interviews, Book and Records inspections, Bingo Game Observation Assessment & Assistance
Inspections, and Complaint Investigations conducted and reported to headquarters by Audit staff for the
fiscal year.

Purpose/Importance:
This measure provides education to taxpayers with the goal of training them in the proper method of
establishing and maintaining bingo related accounting records.

Source/Collection of Data:
This data will be captured from the Audit Section’s LAN-based Audit History database system.

Method of Calculation:
The total number of inspections conducted and reported to headquarters by Audit Section staff for the
fiscal year.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Organizations Receiving Administrative Actions 

Short Definition:
This measure reports the number of organizations and individuals for which administrative actions
(Agreed Orders, Application Denials, License Revocations) are approved by the Commissioners.

Purpose/Importance:
This measure reflects the effectiveness and result of compliance and training activities performed by the
Charitable Bingo Operations Division and is an indicator of our customers’ compliance with the
Charitable Bingo Enabling Act and Administrative Rules.

Source/Collection of Data:
Automated Charitable Bingo System until CAMP is implemented.

Method of Calculation:
Total of all administrative actions taken against Conductors, Lessors, Manufacturers, Distributors,
System Service Providers, Registered Bingo Workers, as well as prospective organizations and Bingo
Workers.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Administrative Actions Initiated

Short Definition:
This measure reports the number of Show Compliance and Denial/Revocation actions initiated against
licensed organizations as a result of Accounting, Licensing, or Audit activities for non-compliance with
the Charitable Bingo Enabling Act or Administrative Rules.

Purpose/Importance:
This measure reflects the level of compliance by licensed organizations and the effectiveness of enforce-
ment activities.

Source/Collection of Data:
Automated Charitable Bingo System Compliance Action Report until CAMP is implemented.

Method of Calculation:
Total number of show compliance, denial, and revocation letters mailed to licensed organizations.

Data Limitations:
None.

Calculation Type:
Non-Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Audits and Inspections w/ Violations

Short Definition:
This measure reports the number audits (Compliance and Financial Audits and Compliance Reviews)
and inspections (Bingo Books and Records Inspections, Tax Reviews, Bingo Game Observation
Assistance & Assessment Inspections, and Complaint Investigations) that identify and report violations
with the Bingo Enabling Act or the Administrative Rules. 

Purpose/Importance:
This measure reflects the extent of compliance by licensed organizations.

Source/Collection of Data:
This data will be captured from the Automated Charitable Bingo System (ACBS)

Method of Calculation:
Bingo Books and Records Inspections, Tax Reviews, Bingo Game Observation Assistance & Assessment
Inspections, and Complaint Investigations completed during the reporting period that contained a viola-
tion of the Bingo Enabling Act or Administrative Rules.

Data Limitations:
None.

Calculation Type:
Non-Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Dollar Amount of Adjustments to Reported Charitable Distributions Identified by Audits and
Inspections

Short Definition:
This measure reports the dollar amount of adjustments made to the Charitable Distribution as reported
on the Conductor Quarterly Report as a result of an Audit or Inspection.

Purpose/Importance:
This measure reflects effectiveness of inspection activities and impacts the extent of compliance by
licensed organizations.

Source/Collection of Data:
This data will be captured from the Automated Charitable Bingo System – ACBS.

Method of Calculation:
Total dollar amount of adjustments to the amount of Charitable Distributions reported by licensed
organizations identified as a result of audits (compliance review, compliance audits, and financial
audits)Bingo Books and Records Inspections, Tax Reviews, Bingo Game Observation Assistance &
Assessment Inspections, and Complaint Investigations completed during the reporting period.

Data Limitations:
The reporting accuracy by licensed authorized organizations, and the allowable uses of proceeds from the
conduct of bingo for a charitable purpose.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Bingo Audits and Reviews Completed

Short Definition:
This measure reports the total number of Bingo audits and reviews conducted for the period. A Bingo
audit is an audit of a Bingo licensee in which the auditor determines if the Bingo licensee is in compli-
ance with the Bingo Enabling Act and/or Charitable Bingo Administrative Rules. A Bingo audit can be
either a compliance review or financial audit.

Purpose/Importance:
An audit is a more detailed audit of a Bingo licensee in which the auditor determines if the Bingo licens-
ee is in compliance with the Bingo Enabling Act and/or Charitable Bingo Administrative Rules and all
Bingo proceeds and expenses are adequately accounted for.

Source/Collection of Data:
This data will be captured from the Audit Section’s LAN-based Audit History database system.

Method of Calculation:
The total number of audits conducted and reported to headquarters by Audit staff for the fiscal year.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Bingo Complaints Investigated and Completed or Referred by Security Division

Short Definition:
This measure reports the number of Bingo complaints investigated and completed by the Security
Division or referred to another division/agency for further action.

Purpose/Importance:
This measure is important because it allows the Security Division the ability to identify problem areas
and allocate resources.

Source/Collection of Data:
A completed investigation is noted in the case file under the heading of supervisor approval. The number
of completed and referred investigations and approval dates are recorded in the Compliance Activity
Monitoring Process (CAMP) case management tracking system.

Method of Calculation:
This measure is calculated by recording the number of Bingo complaints that are investigated by the
Security Division and approved for closure or referral by a supervisor year-to-date, regardless of when the
investigation was actually opened.

Data Limitations:
The complexity of the allegation(s) made may affect the number of investigations completed within the
quarter. Additionally, the availability of the complainant, suspect or witnesses may also affect the number
of investigations completed.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Output Measure:
Number of Bingo Investigations Initiated

Short Definition:
This is important because it serves as an accurate measure of the total number of investigations initiated,
which in turn provides key information regarding resource allocation.

Purpose/Importance:
This measure is important because it accurately measures the total Bingo investigations.

Source/Collection of Data:
The opening dates of an investigation are recorded in the Compliance Activity Monitoring Process
(CAMP) case management tracking system. Only those investigations opened within the quarter are
reported in this measure.

Method of Calculation:
This measure is calculated by recording the number of investigations initiated within the quarter and
dividing that number into the projected investigations for the year. Dates are recorded in the
Compliance Activity Monitoring Process (CAMP) case management tracking system.

Data Limitations:
Agency priorities and other mandates may directly impact the initiation of some investigations.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Higher than target.



D-52

T e x a s  L o t t e r y  C o m m i s s i o n

Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Efficiency Measure:
Average Time for Completed Bingo Complaint (days)

Short Definition:
This measure reports the average time for Bingo complaints investigated and completed by the Security
Division or referred to another division/agency for further action, within the quarter.

Purpose/Importance:
This measure is important because it serves as a gauge to measure the efficiency and timeliness of com-
plaint investigation and completion.

Source/Collection of Data:
A completed investigation is noted in the case file under the heading of supervisor approval. A completed
investigation is defined as any complaint in which an allegation has been entered into the Compliance
Activity Monitoring Process (CAMP) case management tracking system and an approval date has been
assigned to the case by a supervisor.

Method of Calculation:
A complete investigation is noted in the case file under the heading of supervisor approval. The average
time is measured by the number of days from the date each Bingo complaint case is assigned to an inves-
tigator until the investigation is closed by a supervisor, divided by the total number of complaint investi-
gations completed or referred for the quarter.

Data Limitations:
The complexity of the allegation(s) made may impact the number of days it may take to complete an
investigation. Additionally, the availability of the complainant, suspect or witnesses may also affect the
length of time it takes to complete an investigation.

Complainant, suspect and witness availability may also affect the length of time it takes to resolve the
complaint.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Efficiency Measure:
Average Cost per Completed Bingo Complaint Investigation

Short Definition:
This measure reports the average cost per Bingo complaint investigated and completed by the Security
Division or referred to another division/agency for further action.

Purpose/Importance:
This measure allows division management to better allocate and monitor the division’s funds.

Source/Collection of Data:
The number of completed Bingo complaint investigations is captured by the Compliance Activity
Monitoring Process (CAMP) case management tracking system. The Security Division’s cost for investi-
gator salary and travel expenses are obtained from records maintained in the Financial Administration
Division.

Method of Calculation:
The average cost is determined from the total salary expense and travel costs during the quarter, for the
security investigators assigned to bingo complaints processing, investigation completion/referral (exclud-
ing supervisory salaries and salary benefit costs) divided by the number of approved completed Bingo
complaint investigations within the quarter.

Data Limitations:
Costs per completed investigations are difficult to project based on current economical fluctuations and
legislative changes. Additionally, the location of the investigation, suspect or witnesses may in some cases,
impact the costs of performing investigations.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below target.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance Field Operations

Efficiency Measure:
Average Time to Conduct a Compliance Audit (Hours)

Short Definition:
This measure reports the average number of hours spent by an auditor preparing, conducting and finaliz-
ing a compliance audit.

Purpose/Importance:
The average number of hours spent on verifying taxpayer compliance with the Bingo Enabling Act
and/or Charitable Bingo Administrative Rules.

Source/Collection of Data:
This data will be collected from the Audit Section’s LAN based Audit History database.

Method of Calculation:
The total number of hours spent to complete a compliance audit divided by the total number of compli-
ance audits completed.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo Strategy B.1.4. Bingo Prize Fee Allocations and Accounting

Output Measure:
Number of Days to Allocate Payments to Local Jurisdictions

Short Definition:
This measure determines the actual number of days between the Texas bingo Conductors Quarterly
return due date and the date the allocation payments are released to local jurisdictions.

Purpose/Importance:
Prize fee allocation is one of the primary functions performed in this division.  We have a responsibility
to local jurisdictions to return local prize fees collected in the most efficient and effective manner possi-
ble.  This measure provides an indicator of how timely the allocation is returned.

Source/Collection:
The division utilizes a calendar to determine the number of days from the return due date to the date the
payments are released.

Method of Calculation:
Each quarter, the actual number of days is counted between the Texas Bingo Conductor’s Quarterly
return due date to the date the allocation payments are released to local jurisdictions. 

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Below Target.
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Goal B: Charitable Bingo Strategy B.1.4. Bingo Prize Fee Allocations and Accounting

Output Measure:
Percent of Licensees Who Fail to Pay Fees and Taxes by Due Date 

Short Definition:
This measure reports the ratio (in percent) of lessors and conductors who fail to pay prize fees and taxes
by the due date.

Purpose/Importance: 
This measure will help the Accounting Services Section determine those licensees that do not comply
with the Bingo Enabling Act.

Source/Collection of Data:
The data is captured from billing notices mailed to conductors and lessors and maintained in a billing
spreadsheet.

Method of Calculation: 
This measure is calculated by dividing the number of billings generated by the number of original
reports processed.

Data Limitations:
Number of licensees required to file quarterly reports.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below Target.
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Goal B: Charitable Bingo Strategy B.1.4. Bingo Prize Fee Allocations and Accounting

Output Measure:
Number of Bingo Reports Processed

Short Definition:
This measure reports the number of Bingo quarterly reports processed. Data includes all quarterly
reports and any estimated, amended or adjusted reports for the quarter.

Purpose/Importance:
This measure is used as a gage to determine the efficiency of the Accounting Services staff. Management
to determine staffing needs during the filing period also uses it.

Source/Collection of Data:
Total Returns Processed.

Method of Calculation:
This measure is calculated by dividing the number of reports processed by the projected figure to derive
the variance.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Bingo Reports processed should be within the plus or minus five percent variance of the targeted
amount.



D-58

T e x a s  L o t t e r y  C o m m i s s i o n

Goal B: Charitable Bingo Strategy B.1.4. Bingo Prize Fee Allocations and Accounting

Explanatory Measure:
Number of Payments Deposited

Short Definition:
This measure reports the total number of checks and cash remittances deposited to the State Treasury by
the division.  All payments processed in the division have a transaction code, which is captured at the
source of entry or capture.  This code is maintained in a database along with the associated taxpayer
information.

Purpose/Importance:
This measure provides information as to the effectiveness of the division in processing payments and
maximizing interest to the state.

Source/Collection:
The number of payments processed is captured off a mainframe entry program, CBS.

Method of Calculation:
A computer generated register of transaction codes of documents identified as payments received from
the taxpayer is compiled on the division mainframe computer on a daily basis.  This register identifies all
payments entered on a daily basis.

Data Limitations:
This measure allows for collection of data of payments processed through the system and is checked peri-
odically for accuracy.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Target.
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Goal B: Charitable Bingo Strategy B.1.4. Bingo Prize Fee Allocations and Accounting

Explanatory Measure:
Number of Reports Mailed

Short Definition:
This measure reports the number of quarterly reports mailed to manufacturers, distributors, system serv-
ice providers, lessors and conductors.

Purpose/Importance:
This measure determines the number of returns expected to be processed in the quarter.

Source/Collection of Data:
The number is captured from the Automated Charitable Bingo System.

Method of Calculation:
This measure is calculated by adding the number of Operator Quarterly Reports, Manu/Dist Quarterly
Report, Manu/Dist Quarterly Report Supplement and Lessor Quarterly Reports mailed.

Data Limitations:
Number of licensees required to file quarterly reports.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
On target.
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I. OVERVIEW:

AGENCY VISION

To be the preeminent Lottery and Charitable Bingo agency through innovative leadership.

AGENCY MISSION

Texas Lottery
The Texas Lottery is committed to generating revenue for the State of Texas through the responsible
management and sale of entertaining lottery products. The Texas Lottery will incorporate the highest
standards of security and integrity, set and achieve challenging goals, provide quality customer service
and utilize a TEAM approach.

Charitable Bingo 
Provide authorized organizations the opportunity to raise funds for their charitable purposes by conduct-
ing bingo. Determine that all charitable bingo funds are used for a lawful purpose. Promote and main-
tain the integrity of the charitable bingo industry throughout Texas.

AGENCY CORE VALUES

Integrity and Responsibility - The Commission works hard to maintain the public trust by protecting
and ensuring the security of our lottery games, systems, drawings and operational facilities. We value and
require ethical behavior by our employees, licensees and vendors. We promote the integrity of charitable
bingo in Texas for the benefit of charitable organizations.

Innovation - We strive to incorporate innovation into our products to provide the citizens of Texas with
the best entertainment experience available through our products. We pursue the use of technology that
enhances the services that we provide to our customers and reduces our operating expenses.

Fiscal Accountability - We emphasize fiscal accountability by ensuring that all expenditures directly or
indirectly generate revenue, enhance security, fulfill regulatory requirements, improve customer service
and/or boost productivity. We recognize our responsibility in generating revenue for the State of Texas
without unduly influencing players to participate in our games. We maximize benefits to charities
through the continual examination and review of charitable bingo operations.
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Customer Responsiveness - The Commission takes pride in providing exemplary service to the people of
Texas through the courteous dissemination of clear and accurate information about our products, servic-
es and regulatory functions. We seek and respond to feedback expressed by our employees, retailers,
licensees and the playing and non-playing public. We apply this feedback in the development of our
products and in the services that we provide. 

Teamwork - We are committed to creating an environment of mutual respect where open, honest com-
munication is our cornerstone. We embrace the diversity of our team and individual perspectives in
working together to achieve our common goals. 

Excellence - We strive for excellence by taking a position of leadership on issues that impact the
Commission and achieve challenging goals by focusing on our core values.

STRATEGIC GOALS AND OBJECTIVES: 

A. GOAL: Efficiently operate a Lottery that is self-supporting, revenue producing, and secure.

OBJECTIVE: Maintain an effective, productive, and eligible retailer base, maintain ticket sales to
produce the revenue for the state and administer all games with the utmost integrity.

B. GOAL: Timely and fairly enforce all statutes and regulations relating to charitable bingo to ensure
the fair conduct of charitable bingo games and that all proceeds derived from bingo are used for a lawful
purpose. 

OBJECTIVE: Process, investigate and evaluate all applications in an efficient and timely manner;
promote voluntary compliance with all applicable statutes and regulations; timely process all quarterly
reports and payments filed by licensees, and provide timely, fair and effective disciplinary action for
violators of these statutes and regulations.

FUNCTIONS

The Texas Lottery Commission has two main functions:

The Texas Lottery Commission is charged under the State Lottery Act with administrating Texas Lottery
games in an efficient and secure manner using appropriate marketing tools and innovative technology to
generate revenue for the State of Texas while enhancing public confidence in the integrity and fairness of
the games.

The Charitable Bingo Operations Division is charged under the Bingo Enabling Act with the regulation
and administration of all charitable bingo related activities in the State of Texas, and contributes to the
regulatory and tax and revenue collection functions of the agency. The Division licenses all bingo related
activities, collects taxes and prize fees generated from the conduct of charitable bingo, audits bingo
licensees, conducts tests on bingo products intended for use in Texas, such as bingo paper, pull-tabs and
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electronic equipment, and makes quarterly allocations to local units of government for their share of the
prize fees collected. 

STRUCTURE

The three-member Texas Lottery Commission sets policy,
promulgates rules for the agency, and performs all other
duties required by law. The Governor appoints Commission
members, with the advice and consent of the Senate, to
staggered six-year terms. One member must have experi-
ence in the bingo industry. Commission members serve
without salary, but are eligible for insurance benefits and
service credit. 

The Executive Director, the Charitable Bingo Operations
Director, and the Internal Audit Director are appointed by
and report to the three-member Commission. The Texas
Lottery Commission Executive Director provides leadership
to ten divisions within the agency, ensuring that the staff
carries out applicable state law and Commission policies.
The Charitable Bingo Operations Director is responsible
for the day-to-day operations relating to the regulation of
charitable bingo, ensuring that the staff carries out applica-
ble state law and Commission policies. The Internal Audit
Director works to ensure that internal and external controls
are adequate to improve the efficiency and effectiveness of
the Commission.

The agency is divided into twelve divisions: Executive, Charitable Bingo Operations, Internal Audit,
Financial Administration, Governmental Affairs, Human Resources, Information Technology, Legal,
Lottery Operations, Marketing, Media Relations, and Security.

ANTICIPATED CHANGES TO THE MISSION, STRATEGIES, AND GOALS

The Texas Lottery Commission uses private business management principles and public service standards
of conduct in conducting agency business. The agency maintains an interest in and plays a leadership
role in state issues that affect and have an impact on the agency and on its industries. The agency looks
to continually improve its products and services by soliciting and responding to the legitimate concerns
expressed by our employees, retailers, licensees and the playing and non-playing public. In anticipating
changes to the mission, strategies, and goals over the next five years, the agency will initially focus on the
Sunset review process currently being undertaken. The results of this review will in large part determine
much of the immediate business strategy for the agency.

The Texas Lottery Commission was scheduled for review by the Texas Sunset Commission beginning in
March 2004. As the general mission of the Sunset process is to determine if an agency’s functions contin-

Table E-1
FTE Allocation by Division

Division FTE
Executive 4
Internal Audit 4
Charitable Bingo Operations 47.5
Media Relations 7
Financial Administration 27
Governmental Affairs 4
Human Resources 10
Information Technology 33
Legal 12
Lottery Operations 107.5
Marketing 24
Security 45
TOTAL 325

Source: Texas Lottery Commission
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ue to be needed, the process will give the Lottery Commission an opportunity to bring forward issues
and suggest improvements, including legislative changes. The first step in the Lottery Commission’s
Sunset process was for the agency to prepare the Sunset Self Evaluation Report (SER). This report was
submitted to the Sunset Commission on August 17, 2001. The SER provided the Lottery Commission
with an opportunity to explain its operation in detail, to provide justification for various business strate-
gies, to expound on our major accomplishments, and to suggest our biggest opportunities for improve-
ment. Also of significance was the opportunity to describe policy issues that, if addressed appropriately,
could help the agency operate more efficiently and improve services. The focus of this opportunity was
on major policy issues that could be addressed through changes in statute. The Texas Lottery
Commission put forth five general policy issues in the SER that each encompassed smaller, sub-issues.
The five general policy issues raised were as follows:

Policy Issue Number 1:
Should the agency be given the authority to expand and develop future revenue enhancing opportunities?

Policy Issue Number 2:
Are current statutes addressing lottery and charitable bingo adequate and appropriate for carrying out
the mission of the agency?

Policy Issue Number 3:
Is the agency structure of the Texas Lottery Commission adequate and appropriate for carrying out
the mission of the agency?

Policy Issue Number 4:
Do the current statutes unnecessarily limit the agency’s ability to inform and educate the public
regarding lottery?

Policy Issue Number 5:
Should various sections of Chapters 466 and 467 of the Texas Government Code and Chapter 2001
of the Occupation Code be reviewed to clarify agency authority and to streamline agency processes?

The Sunset Advisory Commission has published its staff report and conducted a public hearing to pro-
vide an opportunity for Sunset staff to present its recommendations, give the agency an opportunity to
formally respond to the recommendations, and allow for public comment. 

Based on the public input and the staff report, the Sunset Advisory Commission will adopt recommen-
dations in July 2004 for the 79th Legislature to consider when it convenes in January 2005. If the Sunset
Commission recommends the agency be continued, the Sunset Commission must provide draft legisla-
tion to the Legislature to continue the agency for up to twelve (12) years.

II. CURRENT WORKFORCE PROFILE (SUPPLY ANALYSIS) 

A. Critical Workforce Skills

The Texas Lottery Commission has 325 Full-Time Equivalent (FTE) positions allocated to accomplish
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the critical skills needs in each of its divisions: Executive Administration, Charitable Bingo Operations,
Internal Audit, Lottery Operations, Security, Financial Administration, Marketing, Governmental
Affairs, Media Relations, Human Resources, Information Technology, and Legal.  
Those critical skills include, but are not limited to:

• Ability to interact with various groups, such as general public, industry  representatives, media, 
legislators, vendors, and licensees

• Ability to process contract bidding, contract compliance, and contract monitoring
• Ability to demonstrate extensive knowledge of accounting methods and audit procedures
• Ability to conduct application processing, regulation, compliance, and enforcement of licensees
• Ability to track data and conduct trend analyses and research of players, retailers, licensees, and 

associated industries
• Ability to conduct investigations of personnel and security issues
• Ability to enforce policies, procedures, rules, and laws related to the agency   
• Ability to apply knowledge of current standards, training, and advances in Information Technology 
• Ability to render sound legal advice to the Texas Lottery Commission
• Ability to demonstrate extensive knowledge of HUB/Minority Business Program requirements and

objectives

B. Workforce Demographics

The Texas Lottery Commission’s workforce as of March 1, 2004, for all employees is composed of 14.6
percent African Americans, 27.8 percent Hispanics, 57 percent Whites and .6 percent Asians. The
Commission’s staff consists of 55.7 percent females and 44.3 percent males. Sixty-five percent of the
Commission’s workforce is more than 40 years of age.  

Table E-2
Age of Employees
March 1, 2004

Less than 30 Between 30 and  40 Between 40 and  50 Between 50 and  60 More than 60
5.0% (15) 28.1% (87) 40.4% (125) 21.0% (65) 5.5% (17)

Source: Texas Lottery Commission

Table E-3
Employee Ethnic and Gender Representation

March 1, 2004

Gender African American Hispanics Whites Asian Total
Females 16.8% (29) 28.4% (49) 54.6% (94) 0 55.7% (172)
Males 11.6% (16) 27.0% (37) 59.9%(82) 1.5% (2) 44.3% (137)
Total 14.6% (45) 27.8% (86) 57.0% (176) 00.6% (2) 100%  (309)

Source: Texas Lottery Commission
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C. Employee Turnover 

The Texas Lottery Commission remains mindful of employee turnover and its effect on the cost of oper-
ations. Generally, the Commission’s turnover rate has been below that of the state’s average. After rising
gradually through 1999 to 18.7 percent, the Commission’s turnover began to decline in FY 2000 to 17.3
percent and continued to decline to 11.5 percent for FY 2002. The rate rose in FY 2003 to 14.45 per-
cent due in part to ten employees who opted to accept the early retirement incentive offer extended by
the state. These ten employees retired on August 31, 2003. The table below compares the agency’s
turnover rates to that of the state average turnover rate for the past six years.

Table E-4
Workforce Diversity Data

March 1, 2004

Job Category African-Americans Hispanics Females
Officials and Administrators (13) 0% (0) 15% (2) 31% (4)
Administrative Support (27) 28% (8) 48% (14) 72% (21)
Professionals (87) 12% (11) 21% (19) 46% (41)
Paraprofessionals (134) 15% (20) 30% (40) 70% (94)
Protective Services (17) 18%   (3) 41% (7) 12% (2)
Technicians (26) 12%  (3) 31% (8) 31% (8)

Source: Texas Lottery Commission

Table E-5
Years of TLC Service

( March 1, 2004) 

Less than 2 2-4 5-7 8-9 10-12
23% 28% 15% 13% 20%

Source: Texas Lottery Commission

Table E-6
Turnover Rates

Years 1998 1999 2000 2001 2002 2003
TLC 16.8% 18.7% 17.3% 15.1% 11.5% 14.45%
Statewide 17.37% 17.58% 18.9% 17.6% 14.8% 13.3%

Source: Texas Lottery Commission
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D. Retirement Eligible Employees  

Based on age and years of state service or the Rule of 80, approximately ten percent of TLC’s current
staff are eligible to retire in calendar years 2004 through 2009.    

III. FUTURE WORKFORCE PROFILE (DEMAND ANALYSIS) 

The Texas Lottery Commission continuously reviews its organizational structure to improve efficiency
and technology, and recruit and retain a highly skilled workforce.  

Achieving these goals may require changes.

A. Critical Functions 
• Generate revenue
• Regulate lottery games and bingo operations 
• Licensing and regulating lottery licensees and charitable bingo organizations and other entities

in the bingo industry
• Enforcement of policies, procedures, rules, and laws related to the agency
• Oversight of financial operations 
• Compliance with accounting and auditing standards 
• Monitor and tracking legislation that may impact the Commission 
• Implement and market lottery games 
• Analyze and research trends gaming industry
• Manage media requests and disseminate information to the public
• Conduct ticket validation and winner processing 
• Provide employment benefits, employee relations, training, recruitment and retention to staff 

and applicants
• Technological support of new games 
• Advancement of web based technologies
• Encourage HUB/minority participation in conducting business with the Commission
• Provide effective and timely legal services and responses to open records requests   

B. Expected Workforce Changes 
• Expansion and innovation of technology systems
• Increase in the number of game drawings 
• Increase in new accounting procedures and responsibilities
• Increased contract management requirements and responsibilities

C. Anticipated Increase in Number of Employees to do the Work
• Media Relations - One FTE for Web Based initiatives that can create images and develop 

information for Media Relations.
• Security - Four FTE’s in the Security Division for increased Draw responsibilities to include two

Draw staff, one investigator, and one administrative support position.  
• Legal - One FTE in the Legal Division for increased demands of Open Records Requests and

Records Management. 
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• Bingo - There are two proposals that have been discussed during recent legislative sessions. The first
is Multi-Hall Bingo, which would increase the Bingo Division’s FTE needs by two auditor system
analysts, one auditor IV and two attorneys.  Another proposal is for Instant Bingo Card Minding
Devices which would increase needs by one systems analyst, one auditor and one e-graphics review
function. With respect to the Automated Charitable Bingo System and the possibility of sweeping
organizations accounts for prize fees due or the use of the Internet for License application submis-
sion or for the submission of quarterly return payments, the Bingo Division anticipates FTE needs
of two programmers. Additionally, the Bingo Division sees increased FTE needs for an additional
Licensing Examiner due the increase in number of temporary license applications received due to
recent legislation in HB 2519. 

• Internal Audit - One FTE to support initiatives relating to improving governance and control
processes, and strengthening risk management. 

• Marketing - One FTE will be required to participate on a Research and Development task force.

D. Future Workforce Skills Needed 

In addition to the critical skills listed above, these additional skills will be essential for future positions: 
• Knowledge of new software and hardware technologies 
• Ability to manage multiple competing projects 
• Time management skills
• Ability to maintain working relationships with vendors and general public
• More financial data-base and spread sheet orientation skills needs will require more advanced 

computer software application knowledge

IV. GAP ANALYSIS

A. The Texas Lottery Commission identifies the following gaps in its workforce.

The Texas Lottery Commission will need personnel with different skills to operate advancing technolo-
gies in software, the Web site and its databases. The Texas Lottery Commission anticipates meeting addi-
tional FTE needs within divisions through attrition or through restructuring options. 

A reexamination of resources within the agency may be necessitated by growth in or changes to the
authorized Texas lottery games including multi-state games or charitable bingo and their related support
operations, retailer commissions or vendor contract obligations.

As employees retire, their institutional and historical knowledge is not available to the Commission.
Through succession planning that incorporates mentoring programs and informal or formal training ses-
sions for potential management candidates or technically critical positions this knowledge may be pre-
served. The skills mentioned above can be retained through internal or external training without addi-
tional FTE allocation.

B. The Texas Lottery Commission does not anticipate any changes occurring that would require  
reduction in current skill sets.

E-8

 



S t r a t e g i c  P l a n  2 0 0 5  –  2 0 0 9

V. STRATEGY DEVELOPMENT

Competency gaps identified for existing staff will be addressed through internal and external training, e-
training initiatives, continuing education programs offered through colleges, mentoring programs, and
training offered through the Governor’s Center for Management Development. These programs are
designed to introduce or enhance skills for current employees. 

It is the policy of the Texas Lottery Commission to encourage all employees to continually improve their
job skills; to be more productive and knowledgeable within their current job assignment; and to prepare
employees for the possibility of future assignments. 
A dynamic staff development and training program facilitates the agency’s effort in: 

• Improving each employee’s knowledge, skills, and abilities 
• Retaining a well-trained workforce
• Supplementing employees’ benefits 
• Recruiting qualified and motivated employees.

The TLC supports the career growth and development of its employees through the enhancement of
their knowledge and skills obtained from relevant training. 

Examples of programs to retain qualified employees include the tuition reimbursement program, and
compensation awarded to employees who improve skills through training, retention bonuses, one-time
merits, and continuing education programs. The TLC’s Tuition Reimbursement Program provides finan-
cial assistance to employees who wish to improve or supplement their knowledge and skills by attending
classes at colleges, junior colleges, universities, or technical schools. 

Recruitment programs, such as employee referrals, attendance at job fairs and college recruitment fairs,
World Wide Web recruitment campaigns, participation in intern programs, and industry networking
opportunities are employed to fill identified gaps where current staff capabilities are deficient, and for
unique positions. 

Changing skill needs or surpluses in some areas may result from technological advances, improved
processes, or altered functional needs within the agency. The Texas Lottery Commission will adapt to
changes through reorganization or through a reduction-in-forces. Affected employees are given preferen-
tial treatment for position vacancies, and when situations demand that management take actions such as
a reorganization or a reduction-in-force, all efforts are made to assist affected employees to find employ-
ment within the agency.

Conclusion:

The Texas Lottery Commission evaluates and attempts to predict future shortages and surpluses in
agency skills requirements. Whenever possible, the Texas Lottery Commission’s management adjusts to
these skills requirements changes appropriately and timely to ensure that staff and skills are appropriately
matched to agency needs.
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Since 1994, the Texas Lottery Commission has actively participated in the Survey of Organizational
Excellence (SOE) administered by the University of Texas at Austin School of Social Work. The survey's
response rates have continued to improve. The 2003 – 2004 rate is at 63 percent, which nearly triples
the agency's beginning response rate of 23 percent in 1994. The SOE response rate is important because
it denotes a stronger confidence that the data collected accurately reflect employees' opinions of their
working environment.        

Management's proactive response to previous surveys has been a factor in increasing the response rate.
Management shares the survey results with all staff members, involves all levels of staff in identifying and
recommending solutions to problem areas highlighted in the surveys, and shows a willingness to make
changes towards improving the operations and working environment at the agency. Efforts to increase
employee awareness of the importance of survey participation and the addition of online survey partici-
pation may have contributed to an improved response rate. While the Texas Lottery Commission recog-
nizes that 63 percent is a high response rate, our goal is to continue to improve employee participation
on subsequent surveys.

A comparison of the 2003 – 2004 results in the five SOE dimensions of Work Group, Accommodations,
Organizational Features, Information, and Personal, demonstrate that the Texas Lottery Commission
outperformed Organizations with Similar Missions and scored competitively with Similar Sized
Agencies and the Benchmark for All Respondents, in all five dimensions. The 2003 – 2004 SOE results
also indicate that the agency has improved in seventeen of the twenty constructs previously measured in
the 2002 SOE. The Commission improved the most in the SOE constructs of Goal Orientation,
Fairness, Supervisor Effectiveness, and Change Orientation. It is management's belief that employee
accountability and involvement in the change process resulted in improved performance in 2003 – 2004.
The 2003 – 2004 results also reveal that employees continue to hold a positive perception that the Texas
Lottery Commission has a good workplace “feel”; is known for customer service, and that continuous
improvement is a part of the organizational culture; that the agency seeks out and works with relevant
external entities; that employees feel that job demands are realistic and that they have a balance between
work and home life; and that employees intrinsically like their jobs and the total work environment.

The 2003 – 2004 SOE reports that Texas Lottery Commission employees are very satisfied with comput-
er and information systems, sufficient safety procedures, that the workplace is well maintained, and that
the TLC Web site is easy to use. According to the 2003 – 2004 SOE, agency employees have a good
understanding of the agency mission, vision, and strategic plan; employees perceive that Texas Lottery
Commission is constantly improving services; that the agency produces a high quality of work; and that
employees have adequate resources. 
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All agencies have room for improvement. The Texas Lottery Commission is devoted to improving those
issues identified by the 2003 – 2004 SOE as concerns. That is, employees perceive that the construct
areas of Fair Pay and Internal Communication need improvement. 

The SOE is a tool for management to use and improve their organization. Properly used, the SOE can
assist management to identify areas of improvement and organizational strengths. Management can then
develop programs to improve processes where necessary. The Texas Lottery Commission is committed to
positive growth and development, and instruments such as the SOE can facilitate the attainment of these
goals.
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A. GOAL:  To promote fair and competitive opportunities which maximize the inclusion of HUB and
minority businesses in contracts with the Commission and its primary vendors.

A.1. OBJECTIVE: To meet or exceed the State’s annual procurement utilization goals in the pro-
curement categories related to the Commission’s current strategies and programs:

Procurement Categories Unadjusted HUB Goals
Special Trade Construction 57.2%
Professional Services Contracts 20.0%
Other Services Contracts 33.0%
Commodity Contracts 12.6%

Note: The Commission does not have any strategies or programs relating to “Heavy Construction” or “Building Construction.”

When feasible, the Commission will consider setting higher goals for its contract opportunities.
Factors to consider will include HUB availability, geographical location of the project, the contrac-
tual scope of work, the size of the contract and other relevant issues.

OUTCOME MEASURE:  Total percentage of direct and subcontracting expenditures paid to
HUB and minority businesses for the procurement categories that apply to the Commission.

A.1.1. STRATEGY: Implement and maintain policies and procedures, in accordance with the
HUB Rules, to guide the agency in increasing the use of HUB and minority businesses through
direct contracting and/or subcontracting.

OUTPUT MEASURES:  
1. The total amount of direct HUB expenditures
2. The total amount of HUB subcontracting 
3. The total number of contracts awarded to HUBs
4. The total number of bids received from HUBs

A.1.2. EXTERNAL AND INTERNAL ASSESSMENT: The Texas Lottery Commission has
steadily increased its HUB utilization each year from FY 2000 through FY 2003.  The
Commission has developed an assertive outreach program, focused on informing and educating
HUB and minority businesses about the Commission’s procurement processes and opportunities to
provide goods and services to the agency. In addition, the Commission’s rigorous implementation
of the HUB Business Subcontracting Plan has resulted in increased subcontracting.  As a result, in
FY 2003, the Commission achieved a five year high in payments made to HUB and minority busi-
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nesses.  The Texas Business and Procurement Commission’s Fiscal Year 2003 Statewide HUB
Report ranked the Texas Lottery Commission number one by overall HUB percentage among the
top ten spending state agencies. This is an improvement from the Commission’s rank of 3rd in FY
2002.

B. GOAL: To take positive steps to license minority businesses as sales agents, and to monitor efforts to
increase the number of minority retailers.

B.1. OBJECTIVE: To ensure that at least twenty percent of the Texas Lottery’s licensed sales
agents are minority businesses.

OUTCOME MEASURE: Percentage of the Lottery’s total licensed retailer base that are minority
businesses. 

B.1.1. STRATEGY: Implement and maintain Commission Retailer Retention Program policies
and procedures to ensure that the Commission meets or exceeds the minority retailer goal as set
out in the State Lottery Act.

OUTPUT MEASURES:  A minimum of twenty percent of the total number of licensed sales
agents/retailers will be minority businesses.

B.1.2. EXTERNAL AND INTERNAL ASSESSMENT: The Commission has consistently
exceeded its statutory goal of a twenty percent minority business retailer base.  In FY 2003, the
Commission’s minority retailer base reached an all-time high in both the number of minority busi-
nesses licensed as sales agents and in the percentage of the total retailer base those retailers repre-
sent.  During FY 2003, minority retailers numbered 6,026, which represented 36.69 percent of the
Commission’s total Lottery retailer base.
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