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STATEWIDE ELEMENTS

VISION

“Working together, I know we can accomplish our mission and achieve
these priority goals for our fellow Texans:

•To assure open access to an educational system that not only guarantees
the basic core knowledge necessary for citizenship, but also emphasizes
excellence in all academic and intellectual undertakings;

•To provide for all of Texas’ transportation needs of the new century;
•To meet the basic health care needs of all Texans;
•To provide economic opportunities for individual Texans and provide an

attractive economic climate with which to attract and grow businesses;
and

•To provide for the safety and security of all within our border.”

THE MISSION OF TEXAS STATE GOVERNMENT

Texas State Government will be limited, efficient, and completely
accountable. It will foster opportunity, economic prosperity, and family.
The stewards of the public trust will be men and women who administer
state government in a fair, just, and responsible manner. To honor the
public trust, state officials will seek new and innovative ways to meet
state government priorities within its financial means.

Texas Lottery Commission
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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 enter-
prise 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 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.

• 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.

Aim high … we are not here to achieve inconsequential things!

Source: Governor Rick Perry, Planning for Progress, March 2002



3 Strategic Plan 2003 - 2007

Texas Lottery Commission
Agency Strategic Plan

For the Fiscal Years 2003 - 2007 Period

RELEVANT STATEWIDE GOAL: Economic Development

Priority Goal

To foster economic opportunity, job creation, capital investment,
and infrastructure development by promoting a favorable business
climate, addressing transportation and housing needs, and 
developing a productive workforce.

STATE-LEVEL 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

• Texas Housing Affordability Index

• Percent of state highway system rated good or better based on the
pavement management Information System Condition Score

• Number of new location miles contracted

• Number of lane miles contracted to increase capacity

• Percent of the small communities’ population benefiting from 
public facility, economic development, housing assistance, and
planning projects

• Number of new community and economic development contracts
awarded annually

• Number of employees in the biotechnology industry



4Texas Lottery Commission

AGENCY MISSION

Texas Lottery: Administer and market state 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.

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 PHILOSOPHY

The Texas Lottery Commission combines private business management
principles with public service standards of conduct in all its operations.
While recognizing the importance of cooperation with our vendors, we
also believe that the Commission must continue to operate independent-
ly and avoid any appearance of undue influence. Because public trust is
essential for our success, we will hold our employees, retailers, licensees
and vendor partners to extremely strict ethical standards, and we will
adhere to procedures that ensure accountability and reliability at all lev-
els.  We will maintain an interest in and play a leadership role in state
issues that affect and have an impact on the agency and on its industries.
We will balance the state’s interest in increased Lottery sales and rev-
enues with a commitment to not unduly influence players to participate
in our games. We will continue to examine and review the operations of
charitable bingo to maximize the benefits to the charities. We will strive
to ensure that all expenditures directly or indirectly generate revenues for
the appropriate beneficiary, enhance the security of the games, improve
customer service and/or boost employee productivity. We will continually
improve our products and our services by soliciting and responding to the
legitimate concerns expressed by our employees, retailers, licensees, and
the playing and non-playing public. 

Texas Lottery Commission
Agency Strategic Plan
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EXTERNAL/INTERNAL
ASSESSMENT

I. Overview of Agency Scope and Functions

The Texas Lottery Commission has two main
functions:

The Texas Lottery Commission is charged
under the State Lottery Act with  administrat-
ing 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 chari-
table 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 generat-
ed from the conduct of charitable bingo, audits
bingo licensees, conducts tests on bingo prod-
ucts intended for use in Texas, such as bingo
paper, pull-tabs and electronic equipment, and
makes quarterly allocations to local units of
government for their share of the prize fees
collected.  

Key lottery business activities are provided
through contracts1 for: 

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

2.) Instant Ticket Manufacturing and Services
with Scientific Games International and
Pollard Banknote Limited (Both expire August
31, 2002)

3.) General Market Advertising Services with
Fogarty Klein Monroe Advertising  (Expires
August 31, 2002)

4.) Minority Market Advertising Services with
The King Group (Expires August 31, 2002)

5.) Drawings Studio and Production Services
with M & S Works, Inc. (Expires August 31,
2002).

A. Statutory Basis

On August 26, 1991, HB 54, creating a lottery
in Texas, was passed during a special session of
the 72nd Legislature.  On November 5, 1991,
HJR 8, containing the constitutional amend-
ment 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 House Bill 1587 as passed by the
73rd Texas Legislature, Regular Session.
1The 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 written
notice. This section removes all limitations upon the Texas Lottery’s exercise of the termina-
tion power, on thirty (30) days notice.” 
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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 charita-
ble bingo is conducted fairly.

In November 1980, Texas voters approved a
constitutional amendment authorizing charita-
ble bingo on a local option basis.  The amend-
ment requires all bingo proceeds be spent in
Texas for charitable purposes.  The first bingo
licenses were issued in the spring of 1982.  At
that time, Charitable Bingo was a division of
the Comptroller of Public Accounts.  In
January 1990, the regulation and administra-
tion of charitable bingo was transferred to the
Texas Alcoholic Beverage Commission.  

House Bill 2771, 73rd Legislature, Regular
Session, transferred regulatory authority for
Charitable Bingo to the Texas Lottery
Commission, effective April 1, 1994.   

Article III, Section 47, of the Texas
Constitution, the State Lottery Act (Chapter
466 and 467, Government Code) and the
Bingo Enabling Act (Texas Occupations Code,
Section 2001) are now the operative statutes
for the Texas Lottery Commission.  These
statutes set out the primary duties and powers
of the Commission, which are to administer
and appropriately market the Texas Lottery
and to regulate charitable bingo.

The Texas Sunset Advisory Commission began
its review of Texas Lottery Commission in
March 2002.  As the general mission of the
Sunset process is to determine if an agency’s
functions continue to be needed, the process
will give the Lottery Commission an opportu-

nity to bring forward issues and suggest
improvements, including legislative changes.
The agency completed the first step in the
Sunset review process on August 17, 2001,
when the Sunset Self Evaluation Report (SER)
was submitted to the Sunset Commission. The
SER explained the operations of the Texas
Lottery Commission in detail, provided justifi-
cation for various business strategies, and out-
lined potential opportunities for improvement.  
Sunset staff is currently reviewing the SER,
interviewing Commission staff, evaluating
agency and division performance reports, and
examining all aspects of the operation.  

Sunset staff is also soliciting input from inter-
est groups, such as the Bingo Advisory
Committee and lottery retailer organizations,
to determine additional issues of importance to
our customers and our public.  Once the
review is complete, the Sunset Commission
will publish a staff report and conduct a public
hearing to provide 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.  Additional hearings will take place
to finalize recommendations and solicit addi-
tional specific testimony, if needed.

At the beginning of the 78th Legislative
Session in January of 2003, the Sunset
Commission will provide the Legislature with
its report on the Texas Lottery Commission.
The Sunset Commission’s report on a particu-
lar agency must include a recommendation to
either abolish or continue the agency and may
also include other recommendations including
legislative changes.  If the Sunset Commission
recommends an agency be continued, the
Sunset Commission must provide draft legisla-
tion to the Legislature to continue the agency
for up to twelve (12) years.
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B. Historical Perspective

Texas Lottery
Since the Texas Lottery first began ticket sales
in May 1992, it has made two types of lottery
products available to the playing public.

The ‘Games of Texas’ include:

• Instant ticket games – where players utilize
preprinted tickets with symbols hidden
under a latex covering.  The player scratch-
es off the latex and determines “instantly”
whether or not a prize has been won.   

• On-line games - where tickets are generat-
ed from a terminal connected to a central
system and a drawing is held to determine
a set of winning numbers

Currently, a total of 58 different instant games
and four on-line games comprise the fiscal year
2002 game portfolio.
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$591,570,852*

$1,088,335,606

$1,856,090,753
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Figure A
Games of Texas - Sales By Year

Source: Texas Lottery Commission
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Instant Games
Instant tickets, also referred to as “Scratch
Offs” or “scratch” tickets, in a variety of
themes, play styles, and prize structures make
up the game mix offered to players.  

Game themes include Texas, western, gaming,
money, sports, seasonal, and animals.  

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” features
and “automatic
win” symbols,
give added value to the games.
Players enjoy multiple chances and multiple
ways to win on each ticket.

Instant game prizes range from $1 to $1 mil-
lion.  Typically, $1 tickets offer a top prize of
no more than $10,000, while $2, $3 and $5
games offer higher top prizes.

Where on-line games have a set number of
draws scheduled each week, instant ticket
games offer the possibility of immediate gratifi-
cation with smaller cash prizes.  Most instant
ticket purchases are “impulse buys.”  Therefore,
it is important to create games that are attrac-
tive to players, provide frequent opportunities
to win and offer a variety of prizes per game. 

Nearly two-thirds of Texas adults have pur-
chased a Texas Lottery instant ticket at some
point since Texas Lottery start-up, according to
the FY2002 Annual Segmentation Study.
Approximately 37 percent of adult Texans are
“current” players who have played instant
games within the past 30 days.  Among those
active players, monthly spending averages
about $32.70.1

The Texas Lottery’s instant games had a steady
increase in sales from 1992 to 1997, starting
with $940.4 million in 1992 and increasing to
$2.217 billion in 1997. However, instant game
sales dropped dramatically to $1.614 billion in
fiscal year 1998 for a number of reasons:   

• a maturing of the Texas Lottery
• a statutory change which reduced the

overall lottery prize payout percentage,
and the accompanying public percep-
tion that there were fewer winners.  

• an overall flattening of lottery sales
nationwide

The restoration of the prize payout (HB 844,
76th Legislature, Regular Session), appears to
have had a positive impact on sales.  Within
months of the bill’s approval, sales of instant
tickets began to recover.  

Through December 1999, instant ticket sales
increased as a result of players winning more
often with the instant games.  Sales for Fiscal
Year 1999 ended at $1.404 billion, and
increased 18.52 percent in Fiscal Year 2000 to
$1.664 billion.

Instant Sales in Fiscal Year 2001 ended at
$1.716 billion. The 2002 projections for
Instant Ticket sales are shown in Table 1,
Product Sales Forecast.

1 It is likely that instant game purchase habits are some-
what understated due to the relatively more impulsive
nature of instant game purchases.  The average spending
amount should be used as a guideline and not actual
spending figures.
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On-line Games
The industry term “on-line game” refers to the
fact that the terminal in retailer locations is
“on-line” with the computer in Austin.  “On-
line” in this context is not the now common
use of “on-line” to refer to an Internet-based
game.

Most on-line games require the player to select
from a pool of numbers or symbols.  When the
“pool” consists of 54 numbers and a player
selects six numbers from the pool, the game is
described as having a matrix of 6-of-54.  In
order to win the largest prize, the player’s tick-
et must correctly match all six numbers.
Players also have the option of having their six
numbers randomly generated by using the
“Quick Pick” option.

Lotto Texas™

Sales for Lotto
Texas, the Texas
Lottery’s first
on-line game, 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 nearly ten year history.
When the game first started, the jackpot start-
ed at $2 million.  The starting jackpot
increased to $3 million in January 1994, and
increased to $4 million in January 1995.  

When Lotto Texas began, players picked six
numbers between 1 and 50.  That matrix was
changed in July 2000 to 6-of-54. When no
ticket(s) correctly matches all six numbers
drawn, the jackpot grows until a ticket or tick-
ets match all six numbers for a given draw.   

The 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 participation and spending

declined substantially, according to the
research tracking studies conducted on behalf
of the Texas Lottery Commission. 

During Fiscal Year 2001, the first full year with
the new matrix, Lotto Texas sales topped $695
million, an increase of 19 percent over Fiscal
Year 2000. After the matrix change, the
game’s largest jackpot was reached for the
drawing on March 7, 2001.  The $85 million
jackpot was won by an Austin police officer.
To date, over 440 Lotto Texas jackpots have
been won.

Prizes are also paid for matching 5-of-6, 4-of-6,
and 3-of-6 numbers.  All prizes are pari-
mutuel, except the 3-of-6 prize, which is a
guaranteed $5.  Players can make up to five
plays on one play slip.  In addition, they can
play their selected numbers for up to 10 draw-
ings in advance by using the multi-draw fea-
ture.  Players can choose their own numbers or
use the “Quick Pick” option. 

Players must choose either the Annual Payment
Option or the Cash Value Option by marking
their playslip at the time of purchase.  The
Annual Payment Option is to be paid the jack-
pot amount in 25 annual payments. The Cash
Value Option (or “net present cash value”
option) is the cost that the Comptroller of Public
Accounts informs the Commission is the cost to
purchase a 25-year annuity on the first business
day after the drawing. If a player does not make a
choice, the payment method automatically
defaults to the Annual Payment Option.

Since March 2002, following a rule change
made by the Texas Lottery Commission, the
amount paid to the 6-of-6 winner(s) is either
the greater of the advertised jackpot amount,
or the jackpot amount based on sales. 

Lotto Texas drawings are held every Wednesday
and Saturday, and have been made available
via satellite to television stations across the
state since the first drawing in 1992.  Drawings
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were conducted at 9:59 p.m. Central Time.
Since May 27, 2002, Night drawings for all on-
line games are conducted at 10:12 p.m.

Twenty eight percent of Texas adults fall into
the current player category, according to the
FY2002 Annual Segmentation Study.  Current
players report average spending of about
$17.44 per month.

Pick 3™

Pick 3 was added
to the on-line
game mix in
October 1993, and is the only game with
consistent increases in sales since it was 
introduced. In March 2002, the Texas Lottery
Commission approved the addition of a Pick 3
Day drawing. The additional drawing is esti-
mated to increase sales for Pick 3 by 6%, and
bring an additional $4.6 million in additional
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.

Pick 3 offers players a 50-cent play, twelve
drawings a week (6 Day and 6 Night draw-
ings), 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
drawings only, 12 consecutive Night drawings
only or 12 consecutive Day and Night draw-
ings, by using the multi-draw feature.  The cost
of a play is dependent on play style selected,
the amount wagered and the number of draw-
ings 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 combo play
where the numbers are played for twelve draws.  

The Pick 3 game is a niche product, and, as
such, attracts a smaller yet very consistent
player base.  As of October 2001, about eleven
percent of adult Texans have played Pick 3 in
the past year, according to the FY2002 Annual
Segmentation Study.  

Before the addition of the Day drawing, Pick 3
players comprised about four percent of the
adult population and reported an average
spending of $17.47 per month.

Cash 5™

Cash 5 was added to the
on-line game mix in
October 1995.  Cash 5 is a
5-of-39 lotto-style matrix.
Players select five numbers
between 1 and 39 for a
chance to win cash prizes by matching 3-of-5,
4-of-5 or 5-of-5 numbers. All prizes are pari-
mutuel and are paid in one lump sum. The sta-
tistically calculated average prize for matching
three, four or five numbers is $26, $508 and
$57,575, respectively. 

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 numbers or use
the Quick Pick feature. Players can also play
their numbers for up to 20 drawings in advance
by using the multi-draw feature. Cash 5 also
offers an Advance Play option where players
can choose the day they want to start playing
their numbers. 

Cash 5 drawings are held every Monday,
Tuesday, Thursday and Friday night at 10:12
p.m. Central Time.

Current Cash 5 players comprise 6 percent of the
adult population, and 15 percent have played in
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the past year according to the FY2002 Annual
Segmentation Study.  Cash 5 players report an
average spending of $16.26 per month.

On April 25, 2002, the Texas Lottery
Commission approved changes to the Cash 5
game that will result in more chances to win and
better overall odds.  The revised game, to be
marketed as Cash Five™, will start in late July
2002, with a 5-of-37 lotto-style matrix.  There
will also be a new prize category, which will pay
a guaranteed $2 prize for matching two of the
five numbers. The new Cash Five game will be
drawn daily, six nights per week, Monday
through Saturday.  Projected revenue for the
State is an additional $4-5 million per year.

Texas Two Step™

The creation of
Texas Two Step is
an example of
the agency’s
ability to re-tool
its product line-up to meet the needs of the
playing-public.

The Texas Million® game was introduced in
May of 1998 and was expected to generate
approximately $0.10 in incremental per capita
sales.  The Texas Million game did not perform
as projected.  After monitoring sales for this
game, the decision was made to replace Texas
Million with a game that would generate more
sales.  The replacement game, called Texas Two
Step, was introduced in May of 2001, and
appears to be popular with players. At the end
of FY 2001, after 4 months of sales, Texas Two
Step had brought in $32.9 million, $2.5 million
more than Texas Million generated in the previ-
ous eight months.

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. 

When no ticket correctly matches all four num-
bers plus the Bonus Ball, the jackpot rolls over
(grows) until a ticket or tickets match all four
numbers plus the Bonus Ball for a given draw. 

Jackpots start at $200,000. There are a total of
seven different ways to win and all prizes,
including the jackpot prize, are paid in one
lump sum. Texas Two Step is the only on-line
game in the product mix that offers players two
guaranteed prize levels. Players win a guaran-
teed $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. 

Drawings are held every Tuesday and Friday
night at 10:12 p.m. Central Time.

Texas Two Step players make up 6 percent of
the current player base, according to the
FY2002 Annual Segmentation Study.  Current
player spending for Texas Two Step has not
been tabulated. 

Table 1  
Product Sales Forecast

FY 2002 Goals

Lottery Product % of Sales Average Weekly Annual Sales Goal

Instant Tickets 60.36 $ 35,692,308 $ 1,865,000,000
Lotto Texas 24.55 14,519,231 755,000,000  
Pick 3 6.93 4,096,154 213,000,000
Cash 5 4.78 2,826,923 147,000,000  
Texas Two Step 3.38 2,000,000 104,000,000       
Total 100.00 $59,134,615 $3,075,000,000 

Source: Texas Lottery Commission Marketing Plan
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Charitable Bingo
Since the first
licenses were
issued in 1982,
charitable bingo
has had positive
benefits for charities, players, the state, and
county and municipal governments in Texas.
Through its twenty year history, charitable
bingo has resulted in approximately: $682.4
million in charitable distributions, $9.8 billion
in gross receipts, $7.1 billion in prize payouts,
and  $151.9 million allocated back to county
and municipal governments. During this same
time period, approximately 484.7 million peo-
ple have attended bingo games.

Since the regulation and administration of
charitable bingo transferred to the Commission
in 1994, the number of pending applications
has been reduced from more than 900 to a
range of 150 to 200 through a combination of
improvements to licensing forms and licensing
processes.  In addition, the number of charita-
ble organizations failing to file a quarterly
report with the Charitable Bingo Operations
Division is down 82 percent, from approxi-
mately 250 a quarter to approximately 45 a
quarter. The number of bingo complaints
received has declined by nearly 50%.

Bingo Products
Bingo products consist of disposable paper
cards or re-usable hard-cards, fixed base or
hand held electronic card-minding devices,
pull-tab tickets, pull-tab ticket dispensers,
bingo ball blowers, flashboards and daubers.

Bingo cards are printed with different num-
bered squares with a “free” space in the center.
The numbers on the card are covered when
the respective numbers are drawn at random
from the blower.  Electronic card-minding
devices contain electronic representations of
bingo cards with a maximum of 66 cards that
can be played at one time.

Pull-tab tickets are a form of bingo where an
individual ticket is made from paper or paper
products with perforated break-open tabs.
When the break-open tabs are opened, it will
reveal whether the ticket is a winner or not.
Pull-tab ticket dispensers are devices that dis-
pense pull-tab tickets when cash is inserted
into the dispenser.

A bingo ball blower is a machine or device
from which the bingo balls are withdrawn
identifying the letters and numbers to be
called.  A bingo flashboard is a machine or
device that displays the letter and numbers
that have been called.  It can also display the
last number called and/or the winning pattern
for a particular bingo game.

Daubers are devices that contain colored ink,
which are used to cover the letters and num-
bers that are called and are found on a dispos-
able bingo card.

Bingo Operator Training Program
One of the primary initiatives of the
Charitable Bingo Operations Division is its
Bingo Operator Training Program.  The Bingo
Enabling Act requires a member designated by
a licensed authorized organization who is
responsible for the conduct of bingo to com-
plete eight (8) hours of training.  Individuals
attending the training complete a form pre-
scribed by the Commission with their name,
organization name, and the eleven (11) digit
taxpayer number, and confirm that they have
read the Bingo Enabling Act and the
Charitable Bingo Administrative Rules.  The
total number of hours credited for reading
these materials is three (3) hours.  At all times,
at least one of the persons designated as being
responsible for the conduct of bingo, must be
an individual who has completed the training.
This training must be completed every twenty-
four (24) months.
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The training program covers at a minimum:
1. General Information about the Bingo

Enabling Act and Bingo Rules
2. Conducting a bingo game
3. Record keeping requirements
4. Administration and operation of 

charitable bingo
5. Promotion of a bingo game
6. Bingo Advisory Committee
7. General Information about the license

application process.

C. Key Service Populations 

The agency has a number of external and
internal customers.  Lottery players, winners,
and retailers, charitable bingo players,
licensees, minority vendors and members of
the general public are the primary external
customers of the Texas Lottery Commission.
Commissioners and Commission staff are the
internal customers of the agency. 

Lottery Players 
The player base consists of adult Texans 18
years old or more who purchase lottery tickets
and includes players from surrounding states
and Mexico who travel to Texas to purchase
their tickets.  

Lottery Player Demographic Information
As mandated by statute, the 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
demographic study in the fall of 2000.  

These highlights from the FY2001 Demographic
Study of Texas Lottery Players describe certain
characteristics of lottery players:

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 segment that is least likely to play
consists of those with annual incomes less than
$10,000. 

Education
Contrary to popular belief, it is not the least
educated or those with the lowest income lev-
els 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
are the most likely to play Texas Lottery games
at 63 percent of the player population.
Approximately 9 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 47 per-
cent of the player base falling within this age
range. Those over 65 years of age represent the
group least likely to play, at 9 percent of the
total player base.

Gender
In general, there appears to be a similar ten-
dency for men and women to play Texas
Lottery games. The “gender gap” seen in past
years, with men representing a greater propor-
tion of the player base, has essentially disap-
peared for all games.

Ethnicity
There exists very little difference among eth-
nic groups concerning the incidence with
which each plays Texas lottery games, in rela-
tion to the ethnic representation within the
state.  The ethnic groups are relatively propor-
tionate across the games. Caucasians at 64 per-
cent represent the greatest number of players,
followed by Hispanics at 25 percent of the
player base.
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Lottery Retailers 
As of February 23, 2002, the Texas Lottery had
16,569 licensed retailers. The two largest
groups, according to the Standard Industrial
Code (SIC), are convenience stores with gas,
11,295, and grocery stores, 1,995. Figures B, C,
D, and E break the retailer base down by sales,
product lines, and equipment available.

Figure B
Breakdown of Active Retailer Base by Sales

Total Sales - $1,417,677,477
(Evaluation period: 9/1/01-2/23/02) 

Source: Texas Lottery Commission

Figure C
Breakdown of Active Retailer Base by Product

Total Active Selling Retailers
(as of 2/23/02) - 16,569

Figure D
Breakdown of Active Retailer Base by Category

Total Active Selling Retailers
(as of 2/23/02) - 16,569

Source: Texas Lottery Commission

Figure E
Active Selling Retailer Base

Weekly Sales Analysis
Total Active Selling Retailers
(as of 2/23/02) - 16,569
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Charitable Bingo  
The Charitable Bingo Operations Division’s
external customers consist of the bingo playing
public, primarily Texans age 18 and older, and
those individuals and organizations licensed by
the division.  

Bingo Players
There is a lack of reliable data relating to
bingo players.  What information that is avail-
able is usually contradictory.  For example, the
traditional service population of bingo players
is generally considered to be the older player.
Some operators believe that with the aging of
the baby boomer generation, this should result
in an increase in the number of potential
bingo players in the state.  However, other
operators state that the assumption that the
average bingo player is older is incorrect.
They state that there is a trend among younger
persons to enjoy the social aspects of bingo, as
well as the electronic devices that have been
recently introduced for use in the game.

One trend being tracked relates to reported
attendance at charitable bingo games.  Since
1995, the attendance at charitable bingo
games, as reported by the organizations con-
ducting the games, has decreased 28.5% from
34 million in 1995 to 24.3 million in 2001.
However, the data does not allow the
Charitable Bingo Operations Division to deter-
mine if this decrease is a result of the actual
number of players decreasing or if it represents
a decrease in frequency of play.  Simple logic
would imply that it is probably a function of
both, but there is no way to determine the
affect of each on attendance.  

Charitable Bingo Licensees
In 2001, there were 1,989 licensees.  This
includes the charitable organizations licensed
to conduct bingo as well as bingo lessors.  An
estimated 484.7 million people attended bingo
games played at licensed locations during the
year.  Table 2 provides a breakdown of the
approximate number of bingo licensees in each
of the Charitable Bingo Operations Division’s
five regions. 

Table 2
Licensee Data 

Calendar Year 2001

Region No. of Bingo
Licensees

Odessa 221
Dallas 820
Houston 392
San Antonio 452
Austin 104
Total 1,989

Source: Texas Lottery Commission

The groups conducting bingo include non-
profit charitable organizations such as veteran’s
organizations, religious societies, fraternal
organizations, volunteer fire departments and
groups supporting medical research programs.
Figure F provides a percentage breakdown of
the different types of organizations licensed.
As of 1999, it is estimated that there is an 
eligible population of 14 million people and
45,000 registered charities in Texas.  



16Texas Lottery Commission

In addition to licensing conductors and lessors,
the Charitable Bingo Operations Division also
licenses distributors, manufacturers and system
service providers.  All of the manufacturers
licensed by the Division are located outside
Texas.  Since some local jurisdictions receive
an allocation for a portion of the prize fee col-
lected by the Division, they could also be con-
sidered part of the Division’s customer base.  

Figure F
Organizations by Type

Other Key Service Populations
The Texas Lottery Commission also works
closely with the following entities that repre-
sent a key part of the agency’s service popula-
tion:

Bingo Advisory Committee
The Bingo Advisory Committee consists of
nine (9) members, appointed by the Texas
Lottery Commission, that represent a balance
of bingo industry interests.  Those interests
include representatives from the general pub-
lic, charities that operate bingo games, com-
mercial 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 deter-
mined by the commission.  The Bingo
Advisory Committee meets quarterly or at the
call of the Commission.

At its most recent meetings, the Bingo
Advisory Committee has addressed a wide
variety of important issues relating to the
bingo industry in Texas.  Those issues have
included, among other things, proposed rules
intended to reverse declining pull-tab sale, the
location and structure of the Charitable Bingo
Operations Division and methods to improve
the functionality of the Bingo Advisory
Committee.

Texas Millionaire Family 
The Texas Lottery Commission recognizes that
winning a large sum of money presents both
opportunities and challenges.  The Commission
encourages jackpot-winning players to seek legal
and financial counsel before they claim their
prize.  Often, new winners want to talk to other
winners who might provide them with some
suggestions based on their own experience.
Since the Commission cannot provide legal or
financial advice, winners are given information
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Source: Texas Lottery Commission
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about how to contact the Texas Millionaire
Family, an association of previous big winners,
who can provide advice and support.

While the Commission has no authority 
over or legal relationship with this private, 
non-profit organization, or other similarly 
situated organizations, it assists the Texas
Millionaire Family’s efforts by sponsoring 
winners educational seminars.

The most recent was held in September 2001,
and was attended by 158 winners and their
family members.  The Executive Director,
Communications Director and other agency
staff were among the 10 presenters. 

Members of the Texas Millionaire Family sup-
port the Commission’s mission by appearing in
advertisements, without a fee, and speaking to
the media about being a Texas Lottery winner.

Council on Problem
and Compulsive Gambling 
Beginning with the 1998-99 biennium, the
Texas Lottery Commission’s bill pattern con-
tains a rider that provides $375,000 per fiscal
year to the Texas Commission on Alcohol and
Drug Abuse (TCADA) for the purpose of
offering assistance to compulsive gamblers.
The Council on Problem and Compulsive
Gambling, through its contract with TCADA,
provides counseling and other services.  The
compulsive gambling hotline is printed on the
back of every lottery ticket and is also posted
in bingo halls.  In addition, the Texas Lottery
Commission conducted a “Play Responsibly”
campaign, which included printing stickers for
lottery retailers and producing television public
service announcements for the Council on
Problem and Compulsive Gambling.
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D. Main Functions

The key functions of the agency can be catego-
rized into three primary areas: economic devel-
opment, tax and revenue collection, and regu-
lation.

Economic Development  

The primary function of the Texas Lottery
Commission is to generate revenue for the
State of Texas and charitable organizations
through its lottery and charitable bingo opera-
tions, respectively.  As a business enterprise,
however, gross dollars resulting from its efforts
translate to new jobs and businesses within the
private sector.
Unique among the state’s revenue-generating
agencies, the Commission, through both its
lottery operations and charitable bingo opera-
tions, must compete for discretionary enter-
tainment dollars.  Table 3 compares gross sales
of the Texas Lottery and gross receipts of chari-
table bingo games in Texas to the economic
activity generated by other segments of the
Texas entertainment industry.

Tax and Revenue Collection

In Fiscal Year 2001, the Texas Lottery
Commission sold approximately $2.825 billion
in lottery tickets.  Of this amount, based on a
cash basis, approximately $836 million was
transferred to the Foundation School Fund,
approximately $12 million and $17 million
were transferred to the Multicategorical
Teaching Hospital Account and to the Tertiary
Care Facility Account, respectively.

In calendar year 2001, a total of $24.87 million
was raised from the conduct of charitable
bingo activities in the state of Texas.  These
funds include prize fees ($20.05 million),
license fees ($3.69 million) and gross rental
tax ($1.13 million).  Of the $20.05 million in
prize fees, $10.89 million was deposited in the
General Revenue Fund and $9.16 million was
returned to 179 separate local units of govern-
ment for their share of charitable bingo prize
fees.  Prize fees represent a 5% fee each winner
of a bingo prize pays on their total prize
amount.  License fees are the fees associated
with each license application filed.  

Table 3
Gross Sales of the Texas Entertainment Industry

Calendar 1996 Calendar 1997 Calendar 1998 Calendar 1999 Calendar 2000 Calendar 2001

Amusement and Recreation 818,819,209 950,904,609 959,272,621 1,537,713,626 1,571,870,512 *

Amusement Parks 292,433,414 288,245,255 301,726,350 341,788,978 287,685,330 *

Motion Picture Theaters 483,847,678 541,599,446 603,578,335 610,773,558 619,622,439 *

Motion Picture & Video Production 196,168,960 215,356,044 241,821,208 258,052,491 252,064,454 *

Racing Industry 19,191,976 15,089,471 73,780,070 83,535,658 81,456,032 *

Record & Prerecorded Tape Stores 340,965,896 330,905,604 389,034,244 463,456,000 496,464,447 *

Video Tape Rental 491,888,900 531,678,226 635,276,010 688,931,566 765,279,850 *

Texas Lottery 3,589,824,606 3,608,239,188 2,893,039,766 2,503,839,079 2,847,375,946 2,785,797,461

Charitable Bingo 605,512,188 594,008,195 605,133,093 606,235,601 582,265,085 562,463,217

*  Complete calendar 2001 data is not yet available. This chart is all calendar year, not fiscal.

Source: Texas Comptroller of Public Accounts and Texas Lottery Commission



19 Strategic Plan 2003 - 2007

The gross rental tax is the 3% tax that the
lessors of charitable bingo locations pay on the
rental income they receive.

The Commission collects revenue from a vari-
ety of sources, primarily lottery ticket sale pro-
ceeds, various licensing fees and charitable
bingo taxes and prize fees.  As part of this
function, Commission staff provides customer
service and information related to 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 transferred or manually
processed in a timely manner.  When neces-
sary, staff prepares notices and evidence
required for administrative disciplinary actions
against licensees and works to collect delin-
quent 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
provincial lotteries.  As of the end of FY 01,
the ratio was .01 percent.

Since the regulation and administration of
charitable bingo has been located at the Texas
Lottery Commission, similar reductions in out-
standing liabilities to the state for bingo prize
fees and gross rental taxes have also been real-
ized.  In calendar year 1994, when the Texas
Lottery Commission assumed responsibility for
charitable bingo, outstanding liabilities to the
state totaled $673,726.  For calendar year
2001, the amount of outstanding liabilities to
the state totaled $53,289.

Tables 4 and 5 show the effectiveness of the
agency’s economic development, and tax and
revenue collection functions.  

Table 4  
Revenue Transferred from Texas Lottery

Fiscal Year 1992-2002
(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 $   471 $   460 $   417
(through 3/31/02)

Source:  Texas Comptroller of Public Accounts and Texas Lottery Commission

Table 5
Charitable Bingo Licenses and Funding (in millions)

Calendar Years 1996 – 2001

1996 1997 1998 1999 2000 2001
Applications 5,905 5,974 6,085 5,851 6,075 5,991

Gross Receipts $606 $594 $605 $606 $582 $563

Prizes Paid $457 $438 $432 $430 $414 $399

Fees & Taxes
Collected $28 $26 $26 $26 $26 $25

Allocations 
to Local
Jurisdictions $11 $10 $10 $10 $10 $9

Charitable
Distributions $41 $38 $43 $40 $37 $35

Source: Texas Lottery Commission
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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 any outstanding debts to the state.  This
effort has garnered more than $2 million for
the state over the past three years, debt that
would have otherwise gone unpaid.  Table 6
illustrates the agencies receiving funds from
this effort.

Table 6
Debts to the State Collected via Prize

Payment Setoffs
FY 1999-2001

FY 1999
Agency Receiving Funds Amount

Attorney General $357,364

Comptroller $314,731

Higher Ed Coordinating Board $19,483

Texas Guaranteed Student Loan Corp $156,111

Texas Lottery Commission $1,868

Texas Workforce Commission $4,955

Texas Department of Health and Human Services $6,444

TOTAL $860,956
FY 2000

Agency Receiving Funds Amount

Attorney General $378,174

Comptroller $105,258

Higher Ed Coordinating Board $20,155

Texas Guaranteed Student Loan Corp $162,506

Texas Lottery Commission $636

Texas Workforce Commission $11,074

Texas Department of Health and Human Services $16,055

TOTAL $693,858
FY 2001

Agency Receiving Funds Amount

Attorney General $343,577

Comptroller $85,238

Higher Ed Coordinating Board $17,601

Texas Guaranteed Student Loan Corp $119,243

Texas Dept of Human Services $19,545

Texas Workforce Commission $7,258

TOTAL $592,462

Source: Texas Lottery Commission
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Regulation 
The Texas Lottery Commission is charged with
ensuring the integrity and fairness of lottery
and bingo games throughout the state.  The
Commission accomplishes this through com-
pliance monitoring, licensing, investigations
and disciplinary actions against licensees where
appropriate.  

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 viola-
tions in these areas are detected.  

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

The Lottery Operations Division also licenses
lottery retailers to sell lottery products to the
public.  These lottery products are currently
instant tickets and on-line games.  In FY01, new
licenses were issued to 2,166 lottery retailers. 

In addition, the Texas Lottery Commission,
through its Charitable Bingo Operations
Division, licenses charitable organizations that
conduct bingo games, persons who lease the
locations where bingo games are conducted,
entities that manufacture and distribute bingo
equipment, and entities that provide automat-
ed bingo services.   

In calendar year 2001, the Charitable Bingo 
Operations Division processed a total of 5,991
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 bingo and
lottery operations adhere to the laws of the
state and administrative rules.

The Texas Lottery Commission has imple-
mented a number of programs in order to
ensure “the integrity and fairness of lottery and
bingo games throughout the state.”  Unless
otherwise noted, the programs are adminis-
tered through the Technical and Enforcement
sections of the Commission’s Security
Division.

Technical Initiatives
The primary goal of this section is to provide
the specialized expertise needed to maintain
the integrity of the games through procedures
established for drawings, product testing and
instant game audits.  The activities of each
function are described below.

Drawings
All drawings to determine the winning combi-
nation(s) of the Texas Lottery’s on-line games
are supervised by the Security Division, in
accordance with the rules of the specific game
being played and the drawing procedures for
the specific game. 

The draw team performs all Night drawings for
Lotto Texas, Cash 5, and Texas Two Step, and
the Day and Night drawings for Pick 3 in a
security controlled drawings studio.  The draw-
ings are conducted Monday through Saturday,
312 days a year, including holidays.  The draw-
ing procedures are rigorous and must be fol-
lowed exactly with no room for error.  Each
game draw includes a series of pre-tests prior to
the live broadcast to insure that no malfunc-
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tions or abnormalities are occurring with the
equipment.  An independent auditing firm
audits the entire process from equipment selec-
tion 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 official
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.

Testing Laboratories
Three laboratories operated by the
Commission help to ensure the fairness of the
games and support lottery and bingo functions:

Instant Ticket Lab
The purpose of the lab is to test each instant
game to insure that ticket security, quality and
environmental standards are met.  This lab
receives sample tickets from each instant
game.  The testing process is a scientific inves-
tigation of the game to see if the ticket can be
compromised for unlawful purposes, ensure
that the quality of the product makes the tick-
ets player friendly, and check to see if the man-
ufacturer is meeting the environmental stan-
dards.  The agency’s instant ticket lab is in
addition to any quality assurance measures
taken by the ticket manufacturer and enhances
the integrity of our games.

An outside company previously performed the
testing.  The agency’s instant ticket lab currently
tests approximately eighty (80) games each year.  

Forensic Testing Lab 
This lab reviews tickets and other questionable
documents for analysis.  Because tickets are
considered bearer instruments, an evaluation
has to determine if the ticket is truly an alter-
ation or possibly a manufacturer misprint.
This laboratory performs specialized computer,
photographic and chemical methods of testing
to determine the results of the evaluation.

Bingo Pull-Tab Testing Lab  
This lab is operated by the Charitable Bingo
Operations Division and provides the quality
assurance and integrity of each game that will
be available for sale at charitable bingo loca-
tions.  This lab receives samples of each pro-
posed bingo pull-tab game submitted by
licensed bingo manufacturers for approval.
This group approves the artwork and accept-
ability of the presentation of each game.  After
the initial approval, a series of submission sam-
ples of each game are analyzed by the bingo
pull-tab testing lab to determine prize accuracy,
randomness and quality of each game. 

Electronic Device Testing Lab
This lab is operated by the Charitable Bingo
Operations Division and provides for the quali-
ty assurance and integrity of the electronic
devices available for use at charitable bingo
locations.  This lab receives electronic devices
such as electronic card-minding devices, pull-
tab ticket dispensers, 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 system must be resub-
mitted for approval before it is available for use
at charitable bingo locations.

Instant Game Audits
Staff from the Security Division works with
the Marketing, Financial Administration and
Information Technology divisions and the
instant ticket manufacturers to design, evalu-
ate and approve game parameters, and the pro-
jected prize structure of each instant game to
ensure its playability and integrity.  A member
of the Security Division staff travels to the
location of the manufacturer and performs a
security inspection of the facility.  The investi-
gator audits the game to be manufactured by
pulling a random sample of the game and
checks to see if all game parameters are met.
The investigator will inspect sample tickets
from the game.  
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If approved, game production will be initiated.
The investigator will then pull samples of the
game as it is produced to determine if the
agreed upon low-tier prize levels are being met
and that the security and quality requirements
are intact.  End-of-production prize structure
reports and validation tapes will be sent to
agency headquarters and are maintained by the
instant game audit group.  Once the end of
production is checked and approved, the game
tapes will be loaded and the game is available
for distribution to lottery retailers.

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 respective administra-
tive rules.  

Major Programs Related to Enforcement
• Covert Investigations 
• Pro-active Investigations (Compliance

Inspections, Complaint Investigations)
• Regional and District Field Office

Operations
• Validation of all lottery tickets greater than

one million dollars, and any questionable
ticket

• On-the-Job/In-service training for commis-
sioned peace officers

• Forensics
• Firearms Instruction and Qualification

Activity for Fiscal Year 2001 is shown in
Tables 7 and 8.

Table 7
Lottery Security Data

Fiscal Year 2001

Security Activities No. of Cases
Stolen Ticket Reports 1561
Complaints 589
Background Investigations 212
Retailer Inspections 735
Total 3097

Source: Texas Lottery Commission

Table 8
Bingo Security Data

Fiscal Year 2001

Security Activities No. of Cases
Complaints 191
Background Investigations 275
Required Inspections 57
Requests to Witness
Destruction Of Bingo 
Paper/Products 73
Bingo Occasion
Inspections 116 
Total 712

Source: Texas Lottery Commission
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E. Public Perception

The Texas Lottery Tracking and Segmentation
Study has been conducted on a regular basis
since November 1992 and has served as a
mechanism to understand and monitor Texas
Lottery player purchase habits, beliefs, and
attitudes.  

According to the Fiscal Year 2002 Annual
Segmentation Study, 71% of those surveyed
feel that the lottery is a good method of gener-
ating revenue.  This is a slight increase over
the 69% from the 1999 study.

The Annual Segmentation Study also provides
information on the public’s perception about
whether the Texas Lottery is operated fairly
and honestly, as shown in Figure G. 

Since the beginning of the Lottery, players
have not changed in their attitudes toward the
Lottery. There remains a majority of Texans
who 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 revenue for
the State of Texas.

60 percent of adult Texans personally support
the Texas Lottery, as measured by their partici-
pation in Lottery games, according to the
FY2002 Annual Segmentation Study.  This
level of support has dropped slightly when
compared to the 64% reported in the FY2001
Annual Segmentation Study. 

Although anecdotal in nature, the staff
believes the public does not have a clear idea
of what the “Texas Lottery Commission” is,
and seem to equate it to the Texas Lottery.  

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

FY00 FY01 FY02

15%
8%

18%

73%

80%

5%7%

20%

73%

Agree Disagree No opinion

Figure G
The Texas Lottery is Operated Fairly and Honestly

FY2000 - FY2002

Source: Texas Lottery Commission



25 Strategic Plan 2003 - 2007

There is little general knowledge of the
Commission’s role and contributions in rela-
tion to charitable bingo.  Management is mak-
ing a concerted effort in public events and
statements related to the 20th anniversary of
charitable bingo and the 10th anniversary of
the Texas Lottery to connect these two initia-
tives with the Texas Lottery Commission.

II. Organizational Aspects

A. Size and Composition of Workforce

The Texas Lottery Commission has 335 FTE’s
distributed among its 13 divisions as shown in
Table 9.

Table 9
FTE Allocation by Division

Division FTE
Executive Administration 7

Internal Audit 3

Charitable Bingo Operations 48.5

Communications 16

Financial Administration 22

Governmental Affairs 3

Human Resources 8.5

Information Technology 29.75

Legal 8.75

Lottery Operations 115.5

Marketing 24

Minority Development Services 3

Security 45

TOTAL 335*

* 1 FTE pending re-allocation as part of restructuring process begun 05/02/02.

Source: Texas Lottery Commission

The Executive Director’s position is the only
position within the Texas Lottery Commission
exempt from the State Position Classification
Plan.  The Executive Director’s position is list-
ed in Article IX, Sec. 3.05, Scheduled Exempt
Positions, as a Group 5 salary range, but is
capped at $110,000. 

Diversity
The Texas Lottery Commission is proud of its
diverse workforce, as illustrated in Tables 10,
11, and 12.  As of March 1, 2002, the
Commission’s workforce was comprised of
14.8% African Americans, 27.7% Hispanics,
57.2% Whites and .3% Asians.  The
Commission’s staff consists of 54.7% females
and 45.3% males.  Sixty percent of the
Commission’s workforce is more than 40 
years of age. 

Table 10
Age of Employees
March 1, 2002

Less than 30 7.4% (23)

Less than 40 32.5% (101)

Less than 50 36.3% (113)

Less than 60 18.0% (56)

More than 60 5.8% (18)

Source: Texas Lottery Commission
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B. Organizational 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 experience in the bingo industry.
Commission members serve without salary, but
are eligible for insurance benefits. 

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 is
responsible for the agency’s day-to-day opera-
tions, ensuring that the staff carries out appli-
cable state law and Commission policies.  The
Charitable Bingo Operations Director is
responsible for the day-to-day operations relat-
ing to the regulation of charitable bingo,
ensuring that the staff carries out applicable
state law and Commission policies.  The
Internal Audit Director works to ensure inter-
nal and external controls are adequate to
improve the efficiency and effectiveness of the
Commission.

Table 11
Employee Ethnic and Gender Representation

March 1, 2002

Gender African American Hispanics Whites Asian Total

Females 18.2% (31) 27.6% (47) 54.1% (92) 0 54.7% (170)

Males 10.6% (15) 27.7% (39) 60.9%(86) 00.7% (1) 45.3% (141)

Total 14.8% (46) 27.7% (86) 57.20% (178) 00.3% (1) 100%  (311)

Source: Texas Lottery Commission 

Table 12
Workforce Diversity Data

March 1, 2002

Job Category African-Americans Hispanics Females

Officials and Administrators (27) 4% (1) 30% (8) 33% (9)

Administrative Support (86) 18% (15) 27% (23) 71% (61)

Professionals (88) 17% (15) 24% (21) 53% (47)

Paraprofessionals (66) 15% (10) 27% (18) 74% (49)

Protective Services (28) 18% (5) 36% (10) 7% (2)

Technicians (16) 0% (0) 38% (6) 13% (2)

Source: Texas Lottery Commission
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The agency is divided into several divisions:
Executive, Charitable Bingo Operations,
Internal Audit, Communications, Financial
Administration, Governmental Affairs,
Human Resources, Information Technology,
Legal, Lottery Operations, Marketing,
Minority Development Services, and Security.  

In July of 2000, the Management Advisory
Services (MAS) Department of the State
Auditor’s Office was contracted by the Texas
Lottery Commission to perform a management
and structural analysis of several divisions
within the agency, including  Lottery
Operations, Marketing, Financial
Administration and Information Technology.
In October of 2001, the Executive Director
appointed a Task Force to review the final
report and concurrent recommendations of the
MAS team and examine opportunities for the
agency to increase organizational efficiency.
The Task Force took into account not only the
MAS report but other staffing options that,
although not specifically identified by the
MAS report or recommendations, were dis-
cussed in the MAS management meetings or
arose separately and fit within the overall
charge of the Task Force.  The findings and
recommendations of the Council on
Competitive Governments analysis was also
considered by the Task Force in a process that
provided the opportunity for careful self-evalu-
ation.

As a result of the work of the Task Force, sev-
eral functions within the agency were re-struc-
tured to create an organizational structure that
would serve the agency better. That new struc-
ture is reflected in the following description of
the divisions and their functions.

DIVISION DESCRIPTIONS 

Executive Division
The Executive Division refers to the Executive
Director, Contract Management and Special

Projects Section, and administrative staff, and
consists of seven FTE’s.  

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 plays a key
role 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
relating to lottery sales agents.  The Executive
Director is also the primary resource of infor-
mation to the Texas Legislature, Governor’s
Office, and other state governmental entities
for agency and lottery related issues.  The
Executive Director conducts periodic briefings
for members of the Legislature involved in
oversight of the agency in order to keep the
members apprised of agency activities and
issues.

A new functional area within the Executive
Division created in April 2001 is the Contract
Management and Special Projects Section.
Centralizing the contracts compliance activity
was recommended by the State Auditor’s
Office in the August 1997, Audit Report on
Management Controls at the Texas Lottery
Commission.  Prior to 1997, the contract com-
pliance activity was the responsibility of all
agency divisions involved with contracts.
Between 1997 and 2001, the function was cen-
tralized in the Financial Administration
Division and more recently in the Legal
Division.

The Contract Management and Special
Projects Section manages and monitors a broad
range of contracts for goods and services and is
a repository for information regarding agency
contracts and compliance issues.  The moni-
toring function includes communication with
the division(s) responsible for administering a
particular contract, and implementation of
both a contracts management program and a
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contracts closeout program.  The section
obtains annual certifications from vendors to
monitor compliance with particular terms and
conditions, and conducts semi-annual reviews
through the Texas Ethics Commission to deter-
mine whether certain vendors’ lobbyists are in
compliance with particular contractual terms
and conditions.  The section initiates and con-
ducts quarterly compliance meetings with
agency management and staff to discuss and
document any contract compliance issues
including but not limited to vendor perform-
ance.  In addition, the section maintains and
updates the agency’s Business Resumption Plan
and works on special projects assigned to it by
executive management.  Finally, the section
conducts risk assessment meetings on a regular
basis to identify high-risk areas within the
agency’s contracting environment.  These
areas are reviewed and appropriate processes
are put into place to reduce the risk associated
with contracting for a good or service. 

In the restructuring, an additional FTE was
added to this unit to assist in the contract
management and monitoring process. A key
part of this FTE’s assignment will be coordinat-
ing, writing and preparing policies and proce-
dures for the Texas Lottery Commission, in
accordance with auditing principles and
agency requirements.

Internal Audit
Internal Audit, a valued component of the
Commission’s corporate governance process,
helps management identify, assess, manage and
monitor risks. While management is ultimately
responsible for making sure that controls are in
place, internal auditors work to ensure that
internal controls are adequate to preserve the
security and integrity of the games; to enhance
earnings capability; and to improve the effi-
ciency and effectiveness of the Commission.
The Internal Audit Division has three FTE’s.

Communications
The Communications Division uses a proac-
tive strategy to maximize opportunities to edu-
cate the public about the Texas Lottery and
charitable bingo.  

As a result of the restructuring, most functions
related to providing information about and
from the agency are now centralized in
Communications. The Communications
Division has 16 FTE’s, and is managed by a
Director who reports to the Executive Director,
and indirectly to the Commissioners and to the
Charitable Bingo Operations Director.

There are three main functional areas in
Communications: External Communications,
Audio-Visual, and Web Site Maintenance and
Development.

External Communications consists of:

• Communications Services - including some
of the duties of Customer Service which had
been part of the Marketing Division.  Staff
responds to public inquiries whether they
come into the agency through the tele-
phone, e-mail, or correspondence.  

• Senior Editor - responsible for consistency
in message in most agency communications. 

• Media Relations - the first point of contact
for all inquiries from local, state, national
and the international news media.  This
section handles publicity for large jackpot
winners and large top prize Instant Ticket
winners, provides media advisories and news
releases about Commission news and events,
Charitable Bingo, and on-line and Scratch
Off games, and coordinates special events.
The Winner’s Liaison, formerly assigned to
Lottery Operations, is now a part of the
media relations section and contributes to
the agency’s Winner Awareness Efforts.  

The three sections, communications services,
senior editor, and media relations, now report
to an External Communications Manager, who
reports to the Communications Director. 
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Audio/Visual Services produces a weekly Video
News Release (VNR) about lottery and chari-
table bingo games and issues, and coordinates
satellite news feeds for special events, such as
Winner’s News Conference. This staff also pro-
vides audio-visual support to other divisions
within the Commission, and to the agency for
its Commission meetings and public hearings.  

The Communications Division is also responsi-
ble for the agency’s Internet and Intranet serv-
ices. The Web Site Coordinator works with
other divisions within the agency and agency
employees to prepare their information for dis-
tribution via the web site.

The Communications Division also coordi-
nates the agency’s Speakers Bureau, occasion-
ally assisted by the agency’s Claim Center staff,
to meet requests for public speaking presenta-
tions to interested groups throughout Texas. 

Financial Administration
The Financial Administration Division pro-
vides the financial services and reporting func-
tions for the Texas Lottery Commission in
accordance with statutes and requirements set
by the Comptroller of Public Accounts, the
Legislative Budget Board, Governor’s Office of
Budget, Planning, and Policy, and other over-
sight agencies.  The Division’s primary func-
tions include financial reporting, purchasing,
payroll, IRS tax reporting, budgeting, accounts
payable, remittance, and Charitable Bingo
allocations.  Financial Administration has 22
FTE’s and is managed by a Director who
reports to the Executive Director.

Governmental Affairs
The Governmental Affairs Division serves as
the Texas Lottery Commission’s primary liaison
with the legislative and executive branches of
state government.  Its actions are designed to
assist the Commissioners, the Executive
Director, Charitable Bingo Operations
Director, and all divisions of the agency by
providing legislative tracking, analysis, repre-

sentation, recommendations and information.
Governmental Affairs has three FTE’s and is
managed by a Director who reports to the
Executive Director.

Human Resources
The Human Resources Division is responsible
for employee benefits, employment selections,
promotions, classifications, merit increases,
training (including EEO and sexual harass-
ment), employee relations, tuition reimburse-
ment, recruitment and retention, employee
performance evaluations, reorganizations and
reduction-in-force processes, workforce plan-
ning, and the Employee Assistance Program
(EAP).  Human Resources has 8.5 FTE’s, and
is managed by a Director who reports to the
Executive Director. 

Information Technology
The Information Technology Division operates
the Commission’s internal control and process-
ing computer system, administers telecommu-
nications, and provides systems development
and operations support for all other divisions,
including supporting the Commission’s inter-
nal network with more than 300 users.  The
division also monitors the Lottery Operator’s
systems, provides system requirements and
conducts software quality assurance testing for
games. Information Technology has 29.75
FTE’s, and is managed by a Director who
reports to the Executive Director. 

Legal Division 
The Legal Division serves the agency and pro-
vides legal advice, assistance, and services to
the Commissioners, the Executive Director,
Charitable Bingo Operations Director, Internal
Auditor and agency staff. The Legal Division
consists of 8.75 FTE’s, and is administered by
the General Counsel, who reports directly to
the Executive Director and indirectly to the
Commissioners and to the Charitable Bingo
Operations Director.  
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The General Counsel is the chief legal advisor
for the Commission.  The General Counsel
provides legal assistance and advice to the
Commission concerning its review of enforce-
ment actions, rulemaking, 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.  The Legal Division provides
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
relating to agency rulemaking, including
preparing drafts of agency administrative rules,
public rulemaking hearings, receiving public
comment and preparing agency rules for adop-
tion by the Commission.  The legal staff repre-
sents 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.

The Legal Division provides all legal services
in connection with procurements and con-
tracts for goods and services. The Legal
Division also provides legal assistance in pro-
cessing lottery prize claimants as well as lottery
prize winners.  

The Legal Division provides legal assistance
regarding the Commission’s compliance with
voluntary assignment court orders as well as
involuntary court orders involving divorce or
other issues that would require the
Commission to change its payment schedule
for a prize winner.

The Legal Division provides personnel and
employment law advice to the agency.  Legal
services are provided involving general
employment matters, such as leave issues, per-
formance evaluations, investigations, com-
plaints and disciplinary 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 addition, 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 representa-
tion to the agency.  The Legal Division serves
as a liaison to coordinate the legal services and
provides assistance with various litigation mat-
ters, such as discovery responses, review of
pleadings and participation in settlement nego-
tiations.  

The Legal Division also handles Open Records
and Records Management/Retention functions.
The Open Records function processes all open
record 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
oversees the agency’s records retention sched-
ule and is the liaison with the State Library
and Archives.

Lottery Operations Division
The Lottery Operations Division is responsible
for ensuring player and retailer compliance
with the requirements of Chapter 401 of the
Texas Administrative Code and Chapters 466-
467 of the Texas Government Code.  The
Division oversees the areas of retailer licens-
ing/accounting, instant ticket warehousing and
distribution, prize payments, retailer inspec-
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tions and support services.  From the public
perspective, the Division is the regulatory arm
for Texas Lottery games and oversees vendor
compliance, where appropriate. The Division
also contributes substantially to the revenue
collection function of the Commission.

The Lottery Operations Division is composed
of 115.5 Full Time Equivalent (FTE) employ-
ees located in the Commission’s Austin head-
quarters and 22 claim centers statewide.  The
Lottery Operations Director manages the
Division and reports to the Executive Director.  

As a result of the agency reorganization, the
Lottery Operations Division now has three dis-
tinct functional areas: Retailer Services,
Support Services and Claim Centers, each
supervised by a section manager.

The Retailer Services Section is responsible for
processing all lottery retailer applications;
entering and monitoring information on the
retailer tracking system; coordinating new
licenses or transfers when businesses move or
ownership changes; lottery terminal moves and
license terminations; and performing retailer
records maintenance.  Retailer Services staff
develops spreadsheets to assist lottery retailers
in reconciling Commission account records
against retailers’ records, and works with retail-
ers who have experienced “non-sufficient
fund” notices on their electronic funds transfer
(EFT) sweep returns.  Staff prepares notices
and evidence required for adverse licensing
actions and works with retailers to ensure
delinquent payments are made to the
Commission. 

Retailer Services tracks and manages delin-
quent retailer accounts using advanced collec-
tion tools, such as bank account freezes, levies,
and property liens.  Staff monitors Lottery
Operator compliance with certain contractual
obligations to the Commission in the Lottery
Operator ticket warehouse and business office.
Retailer compliance with the Americans with

Disabilities Act (ADA) requirements, end-of-
game reconciliation, and the process of
installing lottery terminals in retailer locations
are also under the responsibility of Retailer
Services.  Finally, Retailer Services oversees a
phone bank responsible for answering ques-
tions about licensing, accounting, ADA and
other related retailer issues.  Among other
items, this phone bank shares information with
retailers on application statuses, EFT sweeps,
adjustments to account balances, final balances
due, and ADA inspection results.

The Support Services Section manages the
day-to-day physical operations and needs of
the Commission.  These services include man-
agement and oversight of the agency and
Lottery Operator warehouses, property man-
agement, copy center services, mail center
services, supplies, shipping/receiving, vehicle
management and facilities services.  The sec-
tion manages over 118,000 net usable square
feet of lease space, including an Austin head-
quarters facility, five regional offices, 22 field
claim centers and an Austin warehouse facility.
The section also tracks and monitors a fixed
asset inventory representing nearly $8 million
in acquisition costs.

The Claim Center Section utilizes 22
statewide offices primarily for lottery players to
redeem prizes.  By statute, all lottery prizes of
$600 or more must be redeemed by the Texas
Lottery Commission.  In general, prizes of up
to $999,999 may be redeemed in field claim
centers; prizes greater than that must be
redeemed in the Austin Claim Center.  Claim
Center personnel respond to player inquiries
and provide lottery information both in person
and via the telephone, and represent the
Commission at public events in their area.
Claim Center staff also helps the agency meet
its objectives by performing the retailer site
inspections for compliance with the ADA and
assessing customer satisfaction by conducting
Retailer Research Surveys at retailer locations
in their regions. The claim centers receive
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approximately 1,000 phone calls per week and
a similar number of walk-in visitors, and func-
tion as an important link in providing quality
customer service.  

Marketing Division
The Marketing Division oversees all Lottery
product development, advertising and sales
functions for the Commission. The Division is
responsible for all aspects of instant and on-
line product management, including the plan-
ning, production, distribution, 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. 

Like any business enterprise, the Texas Lottery
must be aware of market conditions to respond
to the ever changing, dynamic nature of the
gaming industry.  To that end, the Marketing
Division plays a key role in addressing, over
time, the impact of market factors affecting
lottery ticket sales. The Division coordinates
research on the behaviors and attitudes of
retailers, and current and lapsed players.  The
Division also produces retailer and player
newsletters containing game information and
promotional ideas, and provides graphic arts
support to the Commission.  The Division
oversees and monitors contracts with two inde-
pendent advertising agencies, one for general
market advertising and the other for minority
market advertising. Finally, the Lottery’s pro-
motional events throughout the state of Texas
are developed and managed by the Marketing
Division, and staffed by the Lottery Operator
and the Division.

The Marketing Division consists of 24 Full
Time Equivalent (FTE) employees located in
Commission headquarters.  The Marketing
Director reports to the Executive Director and
manages the Division.  The Marketing
Division is made up of six sections, including
On-line Product Management, Instant Product
Management, Sales, Promotions, Marketing
Resources, and Advertising and Graphics. 

The On-line Product Section is responsible for
overseeing all activities related to marketing
on-line lottery games for the Texas Lottery.
This includes product development of new
games or game enhancements to existing
games, promotion of on-line games, product
performance evaluation and overall strategy to
maximize on-line game sales.  

The Instant Product Section is responsible for
the planning, research, development, produc-
tion, distribution schedule, advertising, mar-
keting and promotion of the instant products.
This section coordinates with the instant tick-
et manufacturers to produce all instant games
that are distributed to retailers for sale to play-
ers.  The Instant Product staff works closely
with the Lottery Operator in planning the dis-
tribution of tickets and managing the ticket
inventory, as well as marketing and promoting
the games to retailers and players through a
variety of contests and promotions.

The Sales Section is responsible for overseeing
the statewide activities of the Lottery Operator
district sales staff, key account staff and field
staff.  This section coordinates the Texas
Lottery Retailer Town Hall Meetings and rep-
resents the Texas Lottery at retail association
trade shows.  Additional responsibilities
include supervising all aspects of the instant
ticket vending machine program.  Meetings
are also held with corporate retailers and key
independent retailers to ensure that a produc-
tive relationship exists between the Texas
Lottery and its retailers.

The Promotions Section is primarily responsi-
ble for the research, recommendation, coordi-
nation and implementation of the Texas
Lottery’s involvement in promotional events
throughout the state of Texas.  Special empha-
sis is placed on providing this type of exposure
in rural and mid-sized Texas communities as
well as larger cities by offering a presence at
local events.  These efforts provide face-to-face
interaction between the Texas Lottery and
Texas citizens.
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The Marketing Resources Section coordinates
research on the behaviors and attitudes of
retailers and current and lapsed players.
Research is also conducted with other lotteries
for comparative analysis.  The section is
responsible for the tracking and reporting of
gross sales to monitor game performance as
well as the procurement of promotional items
for the agency.

The Advertising/Graphics Section oversees
and monitors agency advertising outsourced to
two independent advertising agencies, one for
general market advertising and the other for
minority market advertising.  This section also
produces publications to increase awareness
among players, lottery retailers, bingo
licensees, and employees, regarding game infor-
mation, promotional ideas and regulatory
changes, and provides overall graphic support
to the agency.  These publications include
RoundUp, a monthly retailer newsletter used
by the Commission to inform retailers of lot-
tery activities, Winning, a monthly player
newsletter which informs players of lottery
activities, and the Bingo Bulletin, which
informs bingo licensees about charitable bingo
activities and issues.  

Minority Development Services
The Minority Development Services Division
advises and assists the Commission in comply-
ing with the requirements of the State Lottery
Act, relating to minority-owned businesses,
and the Commission’s administrative rules
regarding Historically Underutilized Businesses
(HUBs). 

Minority Development Services informs HUB
and minority-owned businesses about opportu-
nities to provide supplies, equipment and serv-
ices to the Commission and its primary ven-
dors.  In addition, the division works with the
Commission’s Purchasing Section, Contract
Management Section, and other internal staff
to maintain vendor compliance with contract
terms relating to HUB and minority participa-
tion, promote inclusion, and expand opportu-

nities for HUB and minority-owned businesses
to participate in lottery and bingo-related con-
tracts.  

The Minority Development Services Division
consists of three FTE’s, and is managed by a
Director who reports to the Executive
Director.

The Division’s key program responsibilities
include developing and administering minority
retailer retention programs, in accordance with
the State Lottery Act, and overseeing the
agency’s Mentor Protégé Program. 

Security Division
The Security Division provides a comprehen-
sive statewide security program that protects
and maintains the security and integrity of lot-
tery games, systems and drawings, and ensures
that bingo games are conducted fairly and in
compliance with the law.  

The Division is responsible for all lottery draw-
ings, ticket testing laboratories, instant game
audits, risk management, electronic physical
security and uniformed security.  The Security
Division also assists local, state and federal
government entities involved in the investiga-
tion and prosecution of those who violate
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 checks on employees
(temporary and permanent), licensees, and
vendors.

Administered by a Commander who reports to
the Executive Director, the Security Division
has a total of 45 FTE’s employees. Staff is
assigned to two key functional areas Technical
and Enforcement, each of which is managed by
a captain.
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Charitable Bingo Operations Division
The Charitable Bingo Operations Division
(CBOD) is charged under the Bingo Enabling
Act with the regulation and administration of
all activities relating to the conduct of charita-
ble bingo games in the State of Texas.  The
CBOD licenses all bingo related activities; col-
lects taxes and prize fees generated from con-
duct of charitable bingo; audits bingo licensees;
conducts tests on bingo products intended for
use in Texas such as bingo paper, pull-tabs and
electronic equipment.  The Division con-
tributes to the tax and revenue collection
functions of the agency by making quarterly
allocations to local units of government for
their share of prize fees.  

The Division has a total of 48.5 Full Time
Equivalent (FTE) employees.  Day-to-day
management of the entire division is the
responsibility of the Division Director and
Assistant Division Director.

The Charitable Bingo Operations Division is
made up of three sections: Licensing,
Accounting, and Audit Services.  

The Licensing Section regulates charitable
bingo operations in Texas by administering all
aspects of the licensing process for organiza-
tions, such as:

• Non-profit, charitable organizations that
actually conduct the bingo games.  These
licensees will generally be referred to as
“conductors.”

• Commercial lessors that lease the facilities
to the organizations conducting the bingo
games.  These licensees will generally be
referred to as “lessors.”  A lessor may be an
individual, a business or even a publicly
traded corporation.  These types of lessors
are usually for-profit, business ventures.
Additionally, a conductor or an association
of conductors may obtain a lessor’s license.
These licensees are generally referred to as
“conductors/lessors.”

• Businesses that distribute bingo equipment
and supplies from manufacturers to conduc-
tors.  These licensees are referred to as “dis-
tributors.”

• Businesses that manufacture the bingo
equipment and supplies used in the conduct
of bingo games.  These licensees are referred
to as “manufacturers.”

• Businesses that manufacture and supply
automated bingo services to conductors.
This license type is called a System Service
Provider, referred to as a “SSP.”

The Accounting Services Section collects all
taxes and prize fees associated with the con-
duct of charitable bingo and processes quarter-
ly allocation payments to local jurisdictions for
their share of the prize fees collected.
Accounting services is also responsible for
monitoring and ensuring that the appropriate,
statutorily required, charitable distributions are
made by the organizations conducting bingo.

The Audit Services Section works closely with
the other CBOD sections, the Security
Division and the Legal Division to enforce the
Bingo Enabling Act and the Charitable Bingo
Administrative Rules.  The Audit Services
Section performs these functions by conduct-
ing a variety of audits and inspections on all
licensees.  The Audit Services Section also
conducts the statutorily required Operator
Training Program, as well as the testing of all
electronic bingo equipment submitted for
approval.

Under an agreement between the Executive
Director of the Texas Lottery Commission and
the Director of the Charitable Bingo
Operations Division, two FTE’s were recently
transferred to the Division.  Utilizing these
two new positions, the Division will now be
responsible for the testing of all bingo products
such as bingo paper and pull-tabs.  These FTEs
will make up a “special projects” section within
the Accounting Services Section of the
Division.  In addition to the bingo product
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testing these new positions will assist the
Division with many of the responsibilities that
have been assumed over the years.  Other
duties that the Division has assumed responsi-
bility for include testing of electronic equip-
ment, conducting site inspections, witnessing
bingo product destruction, the operator train-
ing program and development of the bingo
website.  Since the Division has not always
received additional FTE’s as these duties have
been assigned, it has impacted the timely
implementation of some of these activities.

Management Style
Directors of each division meet regularly to
discuss agency business. To track the general
performance of each division and help mark its
progress, each division uses a variety of inter-
nal management reports that are regularly
reviewed by executive management, the
Division Director and the managers of the spe-
cific sections within the Division. 

Directors recognize the value of the human
resources the agency has and involve staff in
planning and implementing directives within
their areas.  Directors also seek feedback from
staff through periodic internal staff surveys.
Several changes in policy and practices have
been made due to input received from staff in
the survey process. For example, several years
ago, the Charitable Bingo Operations Division
underwent a process to write and implement a
comprehensive set of internal procedures.
Staff involvement in this effort helped to cre-
ate the highly skilled and experienced staff
that is in place today.  Similar experiences are
recounted by all directors.

C. Geographical Location of Offices 

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

The Lottery Operations Division has staff in
the Austin headquarters, the Austin claim
center and 21 claim centers statewide.  

The division has recently consolidated some
field claim center locations to achieve greater
efficiency.  On June 1, 2000, the Longview
Claim Center was closed and consolidated
with the existing Tyler Claim Center.  On
September 1, 2000, the Brownsville and
McAllen Claim Centers were closed and con-
solidated into a new claim center located in
Harlingen.  Division personnel are also sta-
tioned in the ticket warehouse and business
office of the Lottery Operator and in the Texas
Lottery Commission warehouse/business
resumption facility.

All administrative and technical support staff
from the Security Division is located in
Austin.  Security Division investigators are
strategically stationed throughout the state at
the regional claim centers in El Paso, Odessa,
Dallas, Houston, San Antonio and Austin.
Thirty-one commissioned peace officers are
assigned to agency headquarters and the five
field offices to fulfill responsibilities.

The investigators are primarily stationed where
the heaviest concentrations of licensees are
located, but have the flexibility to allocate
resources to surrounding areas, as needed.
Investigator travel and time remains a major
issue in quickly and efficiently addressing the
Division’s responsibilities.  As such, the strate-
gic placement of the investigators is an indis-
pensable part of conducting business and
attaining the agency’s goals.
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The Charitable Bingo Operations Division is
headquartered in Austin and maintains four
regional offices throughout the state staffed by
auditors from the Audit Services Section and
co-located with Lottery Claim Centers.
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 also

afford the licensees greater accessibility to
bingo licensing forms, representatives to
answer bingo related questions, and assistance
in completing their bingo quarterly reports.
Toll-free numbers for each of the regional
offices make it even easier for licensees to con-
tact the regional office.

Figure H
Location of Field Offices and Regions Served

by Security Division
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D. Travel Requirements 

Security staff travels around the state as need-
ed to conduct inspections and investigations,
and also travels out-of-state to conduct instant
ticket audits.  Auditors from the Charitable
Bingo Operations Division also travel out-of-
state and sometimes out-of-the country to con-
duct investigations of manufacturing facilities.

E. Human Resource 
Strengths and Weaknesses

The Texas Lottery Commission is highly com-
mitted to employing qualified applicants. To
retain skilled employees, the Commission must
invest a certain level of resources into offering

competitive salaries and developmental train-
ing programs.  To do so, the Commission uti-
lizes the full range of salary within a classifica-
tion in order to remain competitive for
employees.  Additionally, the Commission has
developed training programs for management
and front line employees to assist in their pro-
fessional and personal growth.  Also in its
effort to find qualified applicants for vacancies,
the Commission is an active participant in job
fairs, intern programs, college fairs, World
Wide Web recruitment, and industry specific
recruitment opportunities. 

The Texas Lottery Commission is always mind-
ful of turnover rates and their effect on the
cost of operations.  In the past five years the

Figure I
Regions Served by Charitable Bingo Operations Division
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Commission’s turnover gradually rose through
1999 to 18.7 %, but began to decline in FY
2000 and FY 2001 to 17.3% and 15.1% respec-
tively.  Generally, the Commission’s turnover
rate has been below that of the state’s average.
The table below compares the agency’s
turnover rates to that of the state average
turnover rate for the past five years.

Table 13
Turnover Rates

Years 1997 1998 1999 2000 2001
TLC 10.8% 16.8% 18.7% 17.3% 15.1%

Statewide 14.27% 17.37% 17.58% 18.90% 17.60%

Source: Texas Lottery Commission

To maintain its diverse employee population, the
Commission offers employment opportunities
through various resources including the
Governor’s 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 newspapers with
particular emphasis on minority publications.

The ability to hire and retain qualified investi-
gators impacts the Security Division’s ability to
accomplish its mission. Given the complex
nature of its responsibilities, the Security
Division recruits fully commissioned peace offi-
cers, who are  licensed through the Texas
Commission on Law Enforcement Officer
Standards and Education, and who have a min-
imum of four years experience in criminal
investigations as well as experience in adminis-
trative issues.  The Texas Lottery Commission
is proud of the fact that its officers have an
average of more than 20 years of law enforce-
ment experience with federal, state, county
and/or local law enforcement agencies, and
more than 10 years of investigative experience.
However, it has become increasingly more diffi-
cult to compete with the higher starting salary
several major metropolitan police departments
can offer these law enforcement professionals.

F. Capital Asset Strengths
and Weaknesses

The Texas Lottery Commission’s current capi-
tal asset strengths are comprised of information
technology items.  These items are an updated
network infrastructure to handle future growth,
a new financial accounting system and docu-
ment 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 2004 and 2005.

G. Agency Use of Historically 
Underutilized Businesses

The Texas Lottery Commission, through its
Minority Development Services Division, pro-
motes fair and competitive business opportuni-
ties for HUB and minority businesses interest-
ed in contracting with the Commission and its
primary vendors.  This is accomplished
through an assertive outreach effort focused on
informing and educating HUB and minority
businesses about the Commission’s procure-
ments, ongoing contracts, and opportunities to
serve as licensed sales agents. 

During Fiscal Year 2001, the Commission
increased its direct spending  (treasury funds)
with HUB and minority-owned businesses
from $3,644,008 (FY 2000) to $8,450,945 (FY
2001),  and its subcontracting expenditures
from $6,887,894 (FY 2000) to  $8,069,852 (FY
2001).  These increases resulted in awarding
over $17 million to HUBs and minority-owned
businesses during the fiscal year, with an
increase by over $6 million from the previous
fiscal year, as shown in Figure J. 
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The Commission is also exceeding its statutory
goal of a 20 percent minority-owned business
retailer base.  In Fiscal Year 2001, the
Commission’s minority retailer base reached
all-time highs in both the number of minority-
owned businesses licensed as sales agents and
in the percentage of the total retailer base
those retailers represent.  During Fiscal Year
2001, the Commission licensed 5,330 minority
retailers, which represents 31.79 percent of the
Commission’s total Lottery retailer base, as
shown in Figure K.

The Commission also works diligently to
divide its contracts into reasonable lots to
ensure that HUB and minority-owned busi-
nesses are included in the procurement 

process.  One continuing example of this effort
is the Commission’s utilization of two advertis-
ing contracts, which provides the HUB/minor-
ity business community with a greater opportu-
nity to participate in one of the Commission’s
largest service contracts. 

In an effort to continue the development of a
model HUB and Minority-Owned Business
Program during Fiscal Year 2002 and beyond,
the Commission is implementing the following
recommendations: 

• Coordinate and conduct Commission
HUB/Minority Forums for all procurements
greater than $100,000

FY2000 FY2001
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$16.5

7.59%
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Figure J
Hub/Minority Business Spending

Fiscal Year 2001

Figure K
Licensed Minority Retailers

Fiscal Year 2001

Source: Texas Lottery Commission Source: Texas Lottery Commission
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• Identify, match, and monitor the progress of
mentor and protégé companies as part of the
Commission’s Mentor Protégé Program;
implement new requirements, in accordance
with Senate Bill 311, regarding the Mentor
Protégé Program as it relates to the Business
Subcontracting Plan

• Develop and maintain a “Forecast of Texas
Lottery Contract Opportunities Manual”
that identifies potential contract opportuni-
ties to be solicited during each fiscal year   

• Develop a software solution to track all
HUB/minority vendors connected with
MDS’ outreach efforts, to be used to notify
HUBs/minority-owned businesses about pro-
curement opportunities that are being
solicited by the Commission

• Develop an automated purchase requisition
system to assist the Purchasing Department
in expediting purchase requests for approval
and processing, which may be used to sup-
plement the list of vendors, including
HUBs, to receive notification of the
Commission’s procurement opportunities

• Report on a monthly basis to the
Commissioners, Executive Division and all

Division Directors when a HUB/minority-
owned business receives a contract as a
result of the Commission’s good faith out-
reach efforts

• Host quarterly procurement seminars for
interested vendors to assist them in becom-
ing familiar with the Commission’s procure-
ment processes

• Participate in contract negotiations for all
contracts that include a Business
Subcontracting Plan for inclusion of HUB/
minority-owned businesses     

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

• Contact current contract vendors in specific
procurement categories (i.e., special trade,
professional services) to determine whether
they are eligible to be HUB certified and
when applicable, assist all eligible vendors
in becoming certified as HUBs. 

Table 14 reflects the Commission’s HUB
Strategic Plan Progress Report for the Fiscal
Year 2000 and 2001, which is based on the

Table 14
HUB Strategic Plan Progress Report

Actual for FY ’00 Actual for FY ’01 Goal for
FY ’02 and Beyond

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 0.00% 29.54% 57.2%
Professional services contracts 24.25% 38.90% 20.0%
Other services contracts 7.56% 11.35% 33.0%
Commodities contracts 13.74% 20.84% 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
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Texas Building and Procurement Commission’s
(TBPC) unadjusted HUB goals.  

The Commission is proud of a number of
achievements in its efforts to include
HUB/minority businesses in agency 
procurements.

According to the TBPC’s Fiscal Year 2001
Statewide HUB Report, the Commission
ranked 6th in HUB utilization among the top
ten (10) spending state agencies.  This is an
improvement from the Commission’s rank of
8th in FY 2000. 

In Fiscal Year 2001, the Commission’s minority
retailer base reached an all-time high in both
the number of minority-owned businesses
licensed as sales agents and in the percentage
of the total retailer base those retailers repre-
sent.

Table 15
Licensed Minority Retailers Progress Report

GOAL = 20% Actual for Actual for Goal for
of Total FY ’00 FY ’01 FY ’02
Retailer Base and Beyond

Percent of minority-
owned businesses as
licensed sales 
agents/retailers 30.28% 31.79% 20.0%

Source:  Texas Lottery Commission

H. Key Organizational Events /Areas
of Impact 

In July of 2000, the Management Advisory
Services (MAS) Department of the State
Auditor’s Office was contracted by the Texas
Lottery Commission to perform a management
and structural analysis of several divisions with-
in the agency, including  Lottery Operations,
Marketing, Financial Administration and
Information Technology.  In October of 2001,

the Executive Director appointed a Task Force
to review the final report and concurrent rec-
ommendations of the MAS team and examine
opportunities for the agency to increase organi-
zational efficiency.  The Task Force took into
account not only the MAS report but other
staffing options that, although not specifically
identified by the MAS report or recommenda-
tions, were discussed in the MAS management
meetings or arose separately and fit within the
overall charge of the Task Force.  The findings
and recommendations of the Council on
Competitive Governments analysis was also
considered by the Task Force in a process that
provided the opportunity for careful self-evalua-
tion.

As a result of the work of the Task Force, sev-
eral functions within the agency were re-struc-
tured beginning May 2, 2002, to create an
organizational structure that would serve the
agency better.

Several organizational changes have impacted
the functions of the Security Division since its
creation in 1992.  Significant events that led
to the current Security Division’s evolving to
provide the services required to meet the
changing needs of the agency are:

• In 1994, when the regulation of charitable
bingo was transferred to the Texas Lottery
Commission, the Security Division
increased by two (2) senior investigators
and twenty-two (22) investigators.

• In 1996, the division was restructured
with responsibilities assigned geographi-
cally in order to improve supervision and
communication to the field offices.

• With the change of administration in
1997, the new Executive Director formed
a Blue Ribbon Committee, which deter-
mined that the agency’s commissioned
peace officers should be allowed to carry
weapons and make arrests in the course of
performing their duties.  
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• In 1998, the division was reorganized with
responsibilities assigned to two captains
based on functions, rather than geography.
One captain was placed in charge of
enforcement and field investigations and
the other captain was placed in charge of
technical services, such as the drawings stu-
dio, ticket production, building and claim
center security, and risk management. 

Statutory changes related to state agency con-
tracts with historically underutilized businesses
has also impacted the Texas Lottery
Commission’s organizational structure.
In accordance with the Texas Government
Code, Section 2161.003, all state agencies are
required to adopt the Texas Building and
Procurement Commission’s (TBPC)
Historically Underutilized Business (HUB)
Rules.  The TLC adopted the TBPC’s HUB
rules, which became effective on October 2,
2001.  The TLC, through its Minority
Development Services (MDS) Division, has
implemented the requirements of the HUB
rules.  

One of the most significant changes is related
to the Texas Government Code, Section
2161.181-182, and Section 1, T.A.C., HUB
Rules, 111.13 and 111.14, relating to the
state’s Annual Procurement Utilization Goals
and subcontracting requirements, respectively.
In accordance with the HUB Rules all state
agencies are required to determine if there is a
probability of subcontracting in all contracts
over $100,000.  Once a determination is made,
the agency must state that probability in the
contract opportunity and identify the potential
areas of subcontracting based on state agencies’
past experience and current contracts. 

These changes have affected the Commission’s
procurement process significantly.  The
Commission has become more proactive in
forecasting its contract opportunities by
becoming more familiar with factors of the
industry where goods and services are request-

ed, extending the due date for submitting pro-
posals/bids, establishing and identifying specif-
ic roles for contract monitoring, meeting with
awarded proposers/bidders on a regular basis
and communicating helpful information to
vendors. 

To effectively implement these changes, train-
ing on the new requirements was provided to
agency purchasing and procurement staff, and
its primary contractor.     

An agreement between the Executive Director
of the Texas Lottery Commission and the
Director of the Charitable Bingo Operations
Division has an impact on the organization
structure of the Charitable Bingo Operations
Division.  Two FTE’s were recently transferred
to the Charitable Bingo Operations Division
and the Division will now be responsible for
the testing of all bingo products, such as bingo
paper and pull-tabs.  These FTEs will make up
a “special projects” section within the
Accounting Services Section of the Division.
In addition to the bingo product testing, these
new positions will assist the Division with
many of the responsibilities that have been
assumed over the years, such as testing of elec-
tronic equipment, conducting site inspections,
witnessing bingo product destruction, coordi-
nating the operator training program and
developing the bingo website.  Since the
Division has not always received additional
FTE’s as these duties have been assigned, it has
impacted the timely implementation of some
of these activities.
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III. Fiscal Aspects 

A. Size of Budget 

SB 1, the General Appropriations Act for the
2002-2003 biennium, established the agency’s
budget and certain key performance measures.  

Specific provisions included:

• Appropriated funds to operate the Texas
Lottery based on 7% of the Comptroller’s
Revenue Estimate  (approximately $2.6
billion for each year of the biennium).  

• A direct appropriation of $2.7 million for
each fiscal year for Charitable Bingo.

• The number of FTEs authorized remains
at 335.

• A contingency rider to provide the lottery
with additional funding for contractual
obligations if sales exceed budget
amounts.

• The continuation of the Lottery funding
$375,000 for each year of the biennium to
the Texas Commission on Alcohol and
Drug Abuse for the Compulsive Gambling
Hotline.

• A new rider relating to media and lottery
advertising practices which provided that
a study be conducted by the Council on
Competitive Government to evaluate the
policies, practices, and procedures regard-
ing public information, media and lottery
advertising.  The Council submitted its
recommendations and report to the
Governor and Legislative Budget Board
on January 15, 2002. In its August 2001
meeting the Council determined that the
review would include the “insourcing ver-
sus outsourcing of the Lottery drawing
studio.”  The Council subsequently

approved the staff report and additionally
adopted a motion to require the Texas
Lottery Commission “to obtain prior
Council approval and/or specific legisla-
tive authority prior to purchasing broad-
cast studio equipment.”

• State employees with at least 12 months’
service received a salary increase equal to
the greater of 4% or $100 per month on
September 1, 2001.  If the Comptroller
can certify funds, state employees will
receive an additional increase of 3% or
$65 per month in FY 2003.

The Comptroller of Public Accounts tracks
Texas Lottery profits on a cash basis, measuring
the actual dollars deposited into the state
Treasury during each 12-month fiscal year.
However, the Texas Lottery Commission is
accounted for as an enterprise 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 and/or Charitable Bingo Operations
Director, as applicable, through a series of
internal budget hearings held with each divi-
sion director regarding the respective budget
requests.  The three-member Commission
reviews the final budget requests before sub-
mission to the legislative oversight agencies
and the Governor.  The agency uses perform-
ance measures and goals to determine where
resources are needed and adjusts priorities
accordingly.
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B. Method of Finance

Table 16 depicts the method of finance for 
Fiscal Years 2002 and 2003. 

Table 16
Budget Funds 2002-03 Biennium

Fiscal Year 2002 Fiscal Year 2003
General Revenue Fund 
(Charitable Bingo) $2,785,997 $2,785,997
General Revenue Fund 
Dedicated – Lottery
Account No. 5025 $180,577,906 $178,844,355

Total, Method of
Financing $183,363,903 $181,630,352

Source: General Appropriations Act, 77th Legislature, Regular Session

For purposes of the General Appropriations
Act, the Executive, Internal Audit,
Communications, Financial Administration,
Governmental Affairs, Human Resources,
Information Technology, Legal, and Minority
Development Services functions are included
within the Central Administration strategy.
The agency’s core functions are carried out by
the Lottery Operations, Marketing, Security,
and Charitable Bingo Operations divisions,
with support from the other divisions.  Table
17 shows the budget for the biennium by 
strategy.

Table 17
Biennium Budget by Strategy

FY 2002-2003

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

2002 2003
A.1.1. Strategy: Lottery Operations $120,362,299 $118,263,365 
A.1.2. Strategy: Marketing, Research and Promotion $9,551,658 $10,357,635 
A.1.3. Strategy: Advertising $35,000,000 $35,000,000 
A.1.4. Strategy: Security $3,971,322 $3,732,280 
A.1.5. Strategy: Central Administration $11,692,627 $ 11,491,075 

Total, Goal A: Operate Lottery $180,577,906 $178,844,355 

B. Goal: Enforce Bingo Laws
B.1.1. Strategy: Bingo Law Enforcement $1,645,165 $1,645,165 
B.2.1. Strategy: Bingo Licensing 1,140,832 1,140,832 

Total, Goal B: Enforce Bingo Laws $2,785,997 $2,785,997 
Grand Total, Texas Lottery Commission $183,363,903 $181,630,352 

Method of Financing:
General Revenue Fund $2,785,997 $2,785,997 
GR Dedicated-Lottery Account No. 5025 $180,577,906 $178,844,355 

Total, Method of Financing $183,363,903 $181,630,352 
Source: General Appropriations Act, 77th Legislature, Regular Session



45 Strategic Plan 2003 - 2007

C. International and U.S. Lottery
Comparisons

Based on Fiscal Year 2000 sales, the Texas
Lottery ranked 9th among the top ten lotteries
worldwide, according to LaFleur’s 2001 World
Lottery Almanac.*  International lotteries claim
the first through sixth positions in sales, with
Texas following behind U.S. lotteries, New
York and Massachusetts, as shown in Table 18.

Table 18
Top Ten Lotteries Ranked by 2000 Total Sales

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

Sales
1 Japan $7,759.0 $   61
2 United Kingdom $7,395.1 $ 124
3 Italy $6,798.0 $ 118
4 Spain $6,361.2 $ 159
5 France $6,032.1 $ 101
6 China $5,746.6 $     5
7 New York $4,064.1 $ 214
8 Massachusetts $3,886.8 $ 612
9 Texas $2,822.8 $ 135
10 California $2,723.9 $   80

Source: LaFleur’s 2001 World Lottery Almanac

The 192 lotteries worldwide generated more
than $128.1 billion in sales in calendar year
2000, down from $128.6 billion in calendar
year 1999. Lottery ticket sales in the United
States in fiscal year 2000 were $37.20 billion,
up slightly from 1999 sales of $35.97 billion.
Of the 2000 total sales figure, instant ticket
sales represented $15.39 billion, up 10.48 per-
cent from the previous year.  Texas ranked sec-
ond behind Massachusetts for Instant Sales in
Fiscal Year 2000.

Online sales represented $21.70 billion, a
slight decrease of 1.00 percent from 1999
(These sales figures do not include pull-tab
sales but do include video lottery terminal
sales.)  

Of the top seven states, New York showed a
decline of 1.80 percent  in overall sales, while
California, Florida, Georgia, Massachusetts,
Ohio and Texas showed increases in overall
sales of between 0.30 percent and 13.50 per-
cent, Fiscal Year 2000 over Fiscal Year 1999.

Other comparisons
The Texas Lottery was the first lottery in the
world that utilized a comprehensive outsourc-
ing strategy in connection with the goods and
services provided by the Lottery Operator,
GTECH Corporation.  This concept included
the utilization of a completely automated vali-
dation system that electronically linked all
retailers to Texas Lottery headquarters, dramat-
ically reducing paperwork for retailers while
significantly enhancing ticket security.  Several
national and international lotteries have since
emulated the “Texas Model.”

Under a new nine-year contract signed with
GTECH Corporation in October 2001, Texas
is paying the lowest rate for goods and services
in its ten-year history. 

The Texas Lottery has maintained one of the
lowest bad-debt-to-sales ratios of state lotteries
since its inception.  At the end of the FY01,
the ratio was 0.01%.

*Figures provided are from Fiscal Year 2000 and the
LaFleur’s 2001 World Lottery Almanac as the Texas
Lottery Commission is challenging the accuracy of
numerous figures from Fiscal Year 2001 cited by La
Fleur’s in its 2002 World Almanac.  Texas data from
Fiscal Year 2001 was accurately reflected in the U.S.
Lottery study published by International Gaming and
Wagering Business Magazine. Those figures are provided
in Section IX of this report.
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D. Budgetary Limitations

The sale of lottery tickets is used to pay for all
costs of Texas Lottery operations, including 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 administra-
tion to no more than 12 percent of gross ticket
revenues.  The State Lottery Act mandates
that no less than 5 percent goes to retailers as
commissions.  In 2002, the Commission 
proposed a rulemaking that would have given
retailers a 1 percent cashing bonus, but with-
drew the rulemaking due to budgetary consider-
ations. Seven percent of ticket sales may be
expended on administration of the Lottery.
The Commission returns any “unspent adminis-
trative funds” to the Foundation School Fund.

A major part of the agency’s budget is concen-
trated in the Lottery Operations Division
budget which accounts for the commission
paid to the Lottery Operator.  This commission
is currently based on 3.050 percent of total lot-
tery ticket sales but will decrease to 2.6999
percent beginning on September 1, 2002 as
recently negotiated under a new nine-year
contract with the current 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,
in 1997, lottery revenues are now earmarked
for the Foundation School Fund in support of
public education. 

In 1999, the State Lottery Act was amended to
require that unclaimed prize money be
returned to the State for deposit in the
Multicategorical Teaching Hospital Account
and Tertiary Care Facility Account.
“Unclaimed prize money” is funds committed
for the payment of prizes for a particular game
to meet a designated prize payout, yet not
claimed by a winner.  

Since the statutory change, $57.2 million in
unclaimed prizes has been returned to the
State.  Prior to this, unclaimed prize money
was used to provide 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.  The effect of this
change is the agency’s inability to increase the
prize payout for lottery instant games through
the use of unclaimed prize money that had pre-
viously been used to supplement the prize pay-
out in instant games.  As a result, the agency’s
ability to grow instant ticket sales, and thus
revenue to the State, may be affected.  Most
lotteries use unclaimed prize money to supple-
ment the prize payout, thus yielding higher
ticket sales and, in turn, increase revenue to
their respective jurisdictions.  The indirect
effect of the statutory change may be a reduc-
tion in revenue from lottery sales to the State.
The Commission continually monitors the per-
centage of prizes awarded to players.  

Statutory restrictions also affect the
Commission’s advertising budget, which was
set by the General Appropriations Act at $35
million per year for the 2002-03 biennium. 
House Bill 844, 76th Legislature, Regular
Session provided that, for Fiscal Year 2001, the
advertising budget shall be reduced by
$1,000,000 for each full one percent by which
the prize payout in fiscal year 2000 exceeds 57
percent of sales.  Beginning with fiscal year
2002, the reduction in the advertising budget
shall be $1,000,000 for each full one percent
by which the prize payout in the immediately
preceding year exceeded 52 percent.

Given the correlation between the prize pay-
out percentage and the advertising budget as
set out in HB 844, the advertising budget may
be adversely affected.  As a result, fewer funds
may be available for lottery advertising.  This
may cause the Marketing Division and the
Texas Lottery to lose some flexibility in
responding to market conditions. Because
there is a positive correlation between sales
and advertising, change to the advertising
budget could lead to a change in sales.
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E. Budgetary Sufficiency

Staffing and funding resources appropriated for
the Texas Lottery Commission for the 2002-03
biennium are sufficient to implement current
statutory requirements.  However, future
growth in or changes to the games authorized
or to charitable bingo, their related support
operations, retailer commissions or
vendor/contract obligations, could necessitate
a re-examination of resources required for
implementation.

IV. Service Population Demographics 

A. Historical Characteristics

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
educated, 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 players has always reflected the ethnic
make-up of the state.

Overall, the player base of the Texas Lottery
demonstrates that the product mix meets the
needs of Texans.  The player base also dispels
the myth that the Lottery is played by lower
income and lower education groups.  Texas
Lottery players are well-educated and report
above average household incomes.

Current estimates of the number of adult
Texans 18 years and older is approximately 15
million potential players.  If participation is
60% of this potential base, lottery players
account for more than 9 million Texans.

Lottery Retailers 
The lottery retailer base has remained relative-
ly stable over the past few years at approxi-
mately 16,800.  As illustrated in Table 19, the
majority of the lottery retailer base is concen-
trated in the convenience store industry.
Barring any statutory changes that would allow
the sale of tickets in locations currently ineligi-
ble (i.e. bars and/or restaurants with “on-prem-
ise consumption” TABC permits), this trend is
expected to continue.  To be eligible to sell
lottery tickets in Texas, individuals and enti-
ties must complete and submit 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.

TABLE 19  
Retailer Base by Standard Industrial Code

(SIC)
(as of February 28, 2002) 

SIC NUMBER OF
CATEGORY RETAILERS
Convenience stores with gas 11,295
Grocery stores 1,995
Convenience stores without gas 1,524
Liquor stores 778
Other 337
Check cashing establishments 265
Gas stations 218
Misc. general merchandise store 155
Eating establishments 46
Variety stores 20
Video stores 16
Used merchandise stores 8
Business services 7
Newsstands 6
Fruit & vegetable / produce markets 2
Total 16,672

Source: Texas Lottery Commission
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The retailer base has also been analyzed to
more accurately define and categorize retailers
based on business structure and revenue to the
state. The Commission believes this analysis
will ultimately make the retailer base more
efficient in sustaining its revenue stream by
focusing on the following issues:

1) Types of on-line and instant ticket valida-
tion equipment placed in retailer locations.
Research indicates a sales correlation exists
depending on whether a retailer location is
selling instant tickets only or selling both
instant and on-line products.

2) Marketing and administrative incentives for
high volume ticket sellers.  For example, cus-
tomized account statements have been devel-
oped for certain categories of retailers.

3) Minimum sales criteria.

4) Extent and type of Commission and Lottery
Operator resources dedicated to each category
of retailers.

B. Future Trends and Their Impact

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

Sam DePhillippo, managing director of The
DePhillippo Group, a strategic marketing com-
pany specializing in lotteries and gaming,
wrote in the March 2002 issue of Lottery
Business:

“There is a dearth of new lottery products,
pushing states into offering higher-priced
instant tickets or joining multi-state games
to achieve more attractive and newsworthy
jackpots.”

DePhillippo also noted that the lottery core cus-
tomer base is getting older as it shrinks in size.  

“Generations X (29-38) and Y (19-38),
while at the opportune age to become play-
ers, are much smaller in numbers com-
pared with the Baby Boomers and have
less emotional history with the lottery. …
The Internet remains a huge opportunity
to reach, inform and sell lottery products
to generations X and Y. They grew up
with personal computers, Nintendo and
the internet. Having the ability to purchase
lotto subscriptions with a few clicks of the
mouse would be quite attractive to the cus-
tomer who is already spending at least a
couple hours a day on the Web and proba-
bly a few hundred dollars a year in e-com-
merce.”

Texas Lottery Commission research suggests
player demographics are not expected to
change significantly over the next five years.
The demographics 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 data would indi-
cate that there will not be a dwindling of a
potential player base for years to come.  

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

Additionally, lower levels of participation have
been attributed to a lack of winning experi-
ences or the lack of knowledge of winning
experiences.  The Fiscal Year 2002 advertising
campaign focused on winners.  It is still too
early to know the impact of these campaigns.  
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However, based on player reports, continued
focus on winning possibilities with Lottery
games can impact positively players’ percep-
tions of the games, resulting in a possible
increase of the player base.  Based on player
input, the potential for growth is based in part
on educating adult Texans about those areas
that are most closely linked to their participa-
tion –– winning and the support of education
from Lottery proceeds. 

Charitable Bingo
Bingo halls in Texas possess the ability to
retain current players and even attract new
players by maintaining clean, well-kept facili-
ties. Additionally, the use of electronic card-
minding devices may increase an organization’s
ability to attract younger players to charitable
bingo.

Other Gaming Venues  
The Texas Lottery’s recent annual segmenta-
tion study showed that riverboat and casino
gambling outside the state also continue to
attract Texas players.   In 2001, 12 percent of
adult Texans visited riverboat casinos, and 13
percent of adult Texans visited resort casinos, a
one percent decrease from 2000. While casino
gambling has been readily available in border
states and on Indian reservations, casino gam-
bling cruises are also now available off the
Texas coast.  

V. Technological Development

A. Impact of Technology on 
Current Agency Operations 

With the rapid increase in information tech-
nology, communication systems, data ware-
housing capabilities and the variety of software
and hardware products available, including the
Internet and electronic commerce, significant
changes have occurred in how the agency
operates.  As this agency relies more and more

on technology and the expertise necessary to
implement it, the business environment
changes and so does its ability to maximize
productivity and efficiency.   

The agency has made a number of advance-
ments through the use of new technology, and
continues to move forward and adapt to ever
changing environments, both internally within
the Commission and externally among cus-
tomers.  To that end, several major emerging
technology programs have been put in place.

Management Information Systems
In 1999, the Information Technology Division
facilitated the implementation of ProSys, the
new integrated Lottery Games Management
System, and significantly upgraded the agency
network, PCs, operating systems, and all main-
frame applications as part of the Year 2000
project.  As a result, no systems were interrupt-
ed when the change in century occurred.  The
implementation of ProSys moved the agency to
a single platform environment and combined
the operation of the instant and on-line data
management systems.  ProSys is much more
user friendly and has streamlined reporting
capabilities and processes.  Relational databases
were also implemented which provided the
agency with greater ad hoc reporting capability.

In February 2000, the Information Technology
Division implemented the Lotris Case
Tracking System for the Security Division,
allowing investigators to track all activities
related to any given case.  These records are
effective case management tools and critical to
the successful prosecution of a case.
Utilization of this case tracking system has
greatly reduced the time a case is considered
“open” due to the electronic nature of the sys-
tem.  It also allows for inquiries on any infor-
mation in a report that has been generated in
the system as well as management reports.

The Information Technology Division also
upgraded the “G-guard” computer application
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used by the Security Division to verify which
retailer sold the winning ticket for an on-line
game.  When this software was first imple-
mented at the start-up of online games, securi-
ty personnel had to travel to the retailer loca-
tion to verify that the winning ticket came
from that on-line terminal.  “G-guard Plus
Enhancement” captures the needed retailer
information and has resulted in travel savings.

In the summer of 2001, the Information
Technology Division upgraded and standardized
the personal computers used by staff through a
user-agreement contract available through the
Department of Information Resources.  This
simplified the support requirements for techni-
cal staff and improved the performance of sys-
tems used.

Bar-Code Inventory System
The agency has fully implemented bar-code
reading technology (hardware and applicable
software) for the purpose of Commission assets
inventory purposes.  This has led to a tremen-
dous improvement in efficiency during the
mid-year and annual property inventory
processes.  Through its Lottery Operations
Division, the agency is now implementing the
same type of technology for the inventory of
premium promotional merchandise.

Digital Cameras 
The agency’s Claim Center staff  used to take a
series of Polaroid photographs at lottery retailer
locations to document conditions related to
ADA compliance.  This led to large expendi-
tures for equipment and supplies.  The physical
delivery of the completed inspections and pho-
tographs to headquarters also required signifi-
cant time, effort, and expense.  To improve this
process, the agency began using digital cameras
for the ADA inspection process in June 1999.
The greater efficiency and reduced costs led to
full implementation of digital camera usage
statewide, as of May 2000. The same digital
cameras are also used to take winner photos for
display at retail locations and in agency publi-
cations.  

Document Imaging
Since April of 2000, the agency has utilized a
vendor selected through a competitive bidding
process to set up, manage, maintain and oper-
ate an on-site document imaging system at
Commission headquarters.  Xerox Corporation
now provides document imaging/scanning,
indexing and electronic storage services, and
will provide additional equipment as needed to
support copy and imaging services required by
approximately 12 departments and 25 remote
locations.  Document imaging is fully imple-
mented in the Retailer Services Section, lead-
ing to increased productivity and less paper
storage and handling. 

Internet Technology 
In October 2000, the Information Technology
Division implemented Broadband Internet
access and integrated network and Internet
mail for all agency users.  The Internet is a key
means of communicating with agency cus-
tomers, from lottery and charitable bingo play-
ers to retailers and licensees, and the media.

The Texas Lottery Commission web site -
www.txlottery.org – provides the general pub-
lic, the playing public, lottery retailers and the
media with up-to-date information on the
‘Games of Texas,’ from drawing results for the
on-line games, to end-of-game notices for
instant tickets.  In addition, the web site pro-
vides users with access to information about
Texas Lottery Commission governing rules and
meetings, published reports, and News Events
and Alerts. Most of the forms used by lottery
retailers are available on-line. A recently
added feature is the ability to see live drawings
online and pages set aside for law enforcement
to find out information about the “Latin
Lotto” scam. Nearly a million Texans a month
check www.txlottery.org for the latest in lot-
tery news, and are able to e-mail their ques-
tions, comments and complaints directly to our
communication services staff for a quick
response. This site also provides a quick-link
directly to the Charitable Bingo web pages.
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The Charitable Bingo web site - www.txbin-
go.org – provides customers with access to all
forms and applications, news alerts, frequently
asked questions, e-mail access to the
Charitable Bingo Operations Division, and a
method for filing a complaint on-line.  This is
a comprehensive and frequently updated web
site designed to provide comprehensive and
user-friendly information. Features of this site
include access to electronic copies of the Bingo
Enabling Act and Charitable Bingo
Administrative Rules, downloadable conductor
and lessor quarterly reports in adobe acrobat
and Microsoft excel formats, licensing applica-
tions and schedules, and interactive automated
record keeping forms.  This allows Internet
access to many of the most commonly request-
ed items by taxpayers.  Additionally, the site
features on-line registration capabilities for the
Operator Training Program and a “Legal
Notices” section that lists status of
Commission and BAC meeting announce-
ments, posting of minutes, administrative rule
status and other legal notices.

PlayerConnect™ – Registrants receive e-mail
messages regarding winning numbers, advance
notice of future instant games, information on
special promotions, and the opportunity to
participate in Texas Lottery market research
programs.

The Human Resources Division utilizes the
Internet as an efficient and effective electronic
recruiting method.  The Texas Lottery
Commission Web page and global e-mail list-
ings help attract a diverse applicant pool.  The
division uses an electronic applicant tracking
system that provides notification to job candi-
dates.  Human Resources is planning to provide
for electronic submission of applications as the
next step in this “e-employment” package.

The agency is continuing to explore the
Internet as a repository for electronic forms for
collection tools, retailer correspondence, bank
correspondence, and the on-line filing of
Charitable Bingo license applications and
quarterly reports, with all associated taxes and
fees. Future plans also include making informa-
tion commonly requested through Open
Records available on the web site.  The
Charitable Bingo Operations Division would
also like to speed up the delivery of informa-
tion to licensees by transmitting items, such as
meeting notices and the Bingo Bulletin.

Secured e-mail 
The Security Division is using secured e-mail
for two major functions: 

1. loading new instant games – a process which
allows time for corrections and results in
cost and time savings prior to distribution.

2. ticket reconstruction – a process that allows
questioned ticket claims to be addressed in a
more timely and efficient manner.

Electronic Devices and Communications 
The Security Division uses electronic devices
for capturing video and audio during the
course of investigations.  This has proven to be
very helpful during the investigator’s court-
room presentations, showing video of viola-
tions of the law and administrative rules.
Investigators have also been equipped with
personal digital cameras and audio recorders.
When outside headquarters, investigators use
digital radios and cell phones to maintain con-
stant communication with headquarters and
regional offices to more quickly and efficiently
address concerns.    

The division also uses an electronically
equipped surveillance vehicle which allows
investigators to gather intelligence from an
unmarked vehicle thus allowing them to
remain in an area without being detected.
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Electronic Checklist
Technology has also been used in the process
to prevent human error and reduce the time
needed to distribute drawing results.  The fre-
quency of the drawings has evolved from one
draw two times a week in 1992 to a total of
twenty draws, six days a week.  Draw informa-
tion was faxed back and forth and verified by
telephone.  This process was subject to
tremendous opportunities of human error and
required staff at two locations.  The process
was automated to allow for direct input
through a network hub from the draw location
directly into the Lottery Operator system. 

B. Impact of Anticipated
Technological Advances 

The Texas Lottery Commission continually
researches new technology to discover ways to
more efficiently conduct business using auto-
mated rather than manual processes and to
streamline operations to more effectively deploy
both human and capital resources.  Some of the
technological advances anticipated are: 

Storage Area Network 
In the spring of 2002, the agency awarded con-
tracts to replace its aging network with a state
of the art Storage Area Network (SAN).  This
new system provides integrated back-ups for
critical hardware, software, and data.  The
benefit to users is twofold.  First, the system
offers a highly reliable and independent set of
hardware so critical functions will never go
down due to a single hardware component .
Second, it provides near real time back-ups of
all data for business resumption purposes.  

At the same time the SAN was implemented,
the network infrastructure was upgraded.  The
network bandwidth at the agency’s Austin
headquarters facility was increased to a full
Gigabyte per second.  This was done to
improve the speed of communications, data
transmission, and enhance in-house video

training and video conferencing from field
office locations to agency headquarters.
Improved security feature for wireless commu-
nications may offer opportunities for a number
of Lottery and Bingo personnel whose job per-
formance could be enhanced with various forms
of mobile communications and data access.
This could entail allowing wireless access to the
network to improve inventory accounting, easi-
er access to information and more convenient
communications for Security personnel when
conducting investigations, or more efficient
audits by Bingo Auditors in the field.

Data Warehouse
Part of the new Lottery Operator contract will
be the implementation of the first part of a lot-
tery data warehouse.  Initially, the warehouse
will include retailer, sales, and prize payment
information.  The Information Technology
Division intends to integrate independent and
redundant databases with licensing and retailer
information in the data warehouse.  In addi-
tion, other small relational databases and
spreadsheets, maintained by various sections in
the Lottery, will also be integrated into the
data warehouse.

Significant increases in the agency’s ability to
analyze data are anticipated. This will offer the
opportunity to evaluate performance in areas
that have not been monitored in the past, and
will all contribute to the agency’s effectiveness
and efficiency.

Electronic Bid Process
An Electronic Bid Process will be investigated
to improve the agency’s ability to seek quali-
fied vendors, reach minority and HUB vendors
across the state, increase competition, and pro-
vide better value for contracts with the Texas
Lottery Commission via the Internet. 

Automated Fingerprint Identification System
The Automated Fingerprint Identification
System (AFIS) is required by the Texas
Department of  Public Safety for the transmit-
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tal of fingerprint data via electronic computer-
ized method.  This system will speed up
response time on all fingerprint background
searches for criminal records.

Automated Charitable Bingo System
The most important asset used by the
Charitable Bingo Operations Division is the
Charitable Bingo System (CBS).  The current
CBS is a 20-year-old automated system with
limited growth potential. It has been convert-
ed twice to operate on new systems, and this
has caused degradation in the system’s perform-
ance.  The aging technology used for the sys-
tem has resulted in usability problems.  Due to
the number of changes to the Bingo Enabling
Act, the CBS no longer adequately supports all
of the business requirements of the Division.
The CBS does not provide users with adequate
access to information that is critical in main-
taining effective and efficient processes.
Management reporting functions are con-
strained by inefficient database design and
inflexible report generation tools.  Reliance on
paper-based data collection instruments and
the lack of robust data entry edits and data
integrity checking affects the overall quality
and reliability of the system.  The database
does not adequately manage retention and
archiving of historical information.
Maintenance of the CBS is increasingly diffi-
cult and impractical.  The Charitable Bingo
Operations Division, in connection with the
IT Division of the Commission, are managing
the vendor, Keane Inc., who contracted to
develop the new Automated Charitable Bingo
System (ACBS).  

The new ACBS will have the ability to sup-
port all Accounting Services, Licensing
Services and Audit Services functions, and
produce ad hoc queries and batch reports that
can be ordered on-line and printed locally.
The new system is also flexible enough to
allow for changes in the Act or Rules to be
incorporated in a simple and cost effective
manner. The ACBS will also allow for submis-
sion and receipt of information through the
Commission’s web site.

Lottery Operator System
Utilizing upcoming modifications to be made
to the Lottery Operator operating system,
instant ticket games will be reconciled incre-
mentally as a game matures rather than after
the “end-of-validation” period.  A final report
will be generated after the “end-of-validation”
date and Division staff will then verify the
number of tickets received from the Instant
Ticket Vendor with the ending balance.  This
will allow for a more timely reconciliation of
games.

C. Commitment to Technology
Competency

The agency’s Information Technology Division
and the Management Advisory Services Group
of the State Auditor’s Office each performed
an assessment of the skill sets of the division.
The MAS group agrees with the agency’s plan
to reduce the number of operating systems,
applications, programming languages, and
databases supported.  Part of the data ware-
house plan is to migrate various mainframe and
other applications databases to the integrated
Oracle data warehouse and develop standard
graphical user interface applications in a client
server environment.  

This will allow the Information Technology
Division to provide more depth in a smaller
number of required skill sets and provide bet-
ter, more responsive support to users.

The Texas Lottery Commission recognizes the
importance of staying current with technology
to enhance the agency’s effectiveness.  Related
to this is providing the training and technical
assistance to staff so that they can flourish in
the new environment.

For example, the wide array of new computing
tools and computer systems makes it  impera-
tive that the Internal Audit team understand
the technology in order to perform the annual
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risk assessment that analyzes business risks
within new electronic processes, recording of
transactions, and security of the new systems.
The Commission is committed to investing in
training to provide its employees technical,
management and auditing skills to work in this
new technical environment.

VI. Economic Variables 

The cost to pay the stated jackpot is effected
by the interest rate. As interest rates go up, the
cost goes down. As interest rates go down, the
cost goes up.

The state of the economy also affects players
and retailers. 

In the FY2002 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% to 23% from Fiscal Year 2001 to Fiscal
Year 2002.  Those citing “Financial Reasons”
for spending less on Scratch Offs increased
from 10% to 24% for the same period, as
shown in Table 20.

A downturn in the economy can also have a
negative effect on the lottery’s retailer base.  In
Fiscal 2001, the Texas Lottery Commission
had 40 retailers owing nearly $450,000 to the
agency, go into bankruptcy. Store closings due
to the economy also have an impact. For
example, the Albertson food store chain
announced that it was closing many of its
Texas stores. Albertson’s was a major lottery
retailer selling an average of $800,000 worth of
tickets each week.  Players who bought their
tickets at Albertson’s must find a new place to
purchase tickets.  Some players and thus sales
are expected to be lost for those people who
like the convenience of buying their lottery
tickets while grocery shopping. 

TABLE 20
Lottery Player Spending

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

FY01 FY02
More 10% 7%
Same 48% 46%
Less 42% 47%

Why are you spending less on Lotto Texas?
FY01 FY02

Poor odds 35% 11%
Not winning/nobody winning 26% 28%
Not fun/lost appeal 13% 11%
Too busy/don’t think about it 10% 8%
Financial reasons 9% 23%
Other 7% 19%

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

FY01 FY02
More 11% 12%
Same 42% 35%
Less 47% 53%

Why are you spending less on Scratch Offs?
FY01 FY02

Not winning/nobody winning 45% 48%
Not fun/lost appeal 14% 9%
Prizes too small/payoff not there 12% 2%
Poor odds 11% 5%
Financial reasons 10% 24%
Other 8% 12%

Source:  Ipsos-Reid annual segmentation studies.
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Future economic conditions could also impact
the agency and service populations.

According to Sam DePhillippo, managing
director of The DePhillippo Group, a strategic
marketing company specializing in lotteries
and gaming, the economic downturn of 2001-
2002 brings new opportunities for the lottery
industry.

Those opportunities, according to DePhillippo,
lie in the potential of attracting new players
who might not ordinarily play the lottery but
who are positively disposed to gaming.  With
government looking for new sources of rev-
enue, another opportunity is educating the
public about where the money goes, either
directly or indirectly back to the taxpayer, at a
time when it’s most needed.

Data from the Texas Lottery’s FY2002 Annual
Segmentation Study suggests that educating
the public about where the money goes might
have an impact on Texas players attitudes
towards spending money on lottery games, as
shown in Table 21.

In response to changing economic conditions,
the agency continues to look at new opportu-
nities for meeting the interests of the playing
public with new and different games, as
allowed under current statutes. The agency is
also carefully approaching the issue of inform-
ing the general public about its contributions
to education, and will include information
about the benefits of the lottery in future com-
munications related to the agency’s tenth
anniversary. 

The Texas Lottery Commission is also consid-
ering an amendment to the charitable bingo
pull-tab rule that will allow for more opportu-
nities for play.

TABLE 21
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?

FY01 FY02
Yes 18% 16%
No 82% 83%
Do Not Know 0% 1%

Where do you think the money goes?
FY01 FY02

General fund 15% 14%
Education 30% 31%
Road repair 2% 3%
Politician’s Lottery’s pockets 10% 9%
Other 17% 22%
Do Not Know 25% 21%

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

FY01 FY02
Yes 35% 34%
No 65% 66%
Do Not Know 0% 0%

Knowing the profits for the TLC are put towards education,
does it make you feel positive, negative, or does it make no
difference to how you feel about the TLC?

FY01 FY02
Positive 43% 44%
Negative 7% 8%
No difference 50% 48%

Knowing the profits for the TLC are put towards education, does it
make you feel positive, negative, or does it make no difference
to how you feel about spending money on lottery games?

FY01 FY02
Positive 36% 39%
Negative 8% 8%
No difference 56% 53%

Source:  Ipsos-Reid annual segmentation studies.



56Texas Lottery Commission

VII. Impact of Federal Statutes/Court Cases

Several bills are pending before the U.S.
Congress that could impact Lottery or
Charitable Bingo operations.  These bills
include:

Internet Gambling Prohibition. Two bills are
being considered that would amend the United
States Code to prohibit interstate or other
unlawful gambling. 

The “Combatting Illegal Gambling Reform
and Modernization Act” (H.R. 3215) would
update the Wire Act of 1961, which bans the
use of telephone lines for interstate wagers.
H.R. 3215 would clarify that the ban on inter-
state wagers applies to Internet and other mod-
ern means of communications.  The bill would
allow law enforcement agents to take down
Internet sites found in violation, or stop credit
card payments to sites operating outside of the
country.  In its current form, the bill would not
apply to intrastate gambling transactions or to
the purchase or sale of a state lottery ticket
within a state.

The “Unlawful Internet Gambling Funding
Prohibition Act” (H.R. 556) would prohibit
any person engaged in a gambling business
from accepting “any bank instrument” in con-
nection 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 involv-
ing a financial institution.  As drafted, state
lotteries are exempt from the bill.

Acceptance of Credit or Debit Cards. The
“Gambling ATM and Credit/Debit Card
Reform Act” (H.R. 2572) would prohibit the
placement of an automated teller machine or
point-of-sale terminal or the acceptance of a
credit card in the “immediate area of a gam-
bling establishment where any form of gam-
bling” is going on.  The Commission is con-
cerned that the definition of “gambling estab-

lishment” could be interpreted to include such
locations as Charitable Bingo halls or conven-
ience stores which sell Lottery tickets.

Intellectual Property Protection.  The
“Intellectual Property Protection Restoration
Act of 2001” (S.1611 and H.R.3204) would
restore federal remedies for violations of intel-
lectual property rights by states.  The agency
owns a number of trademarks, service marks
and copyrights associated with the Texas
Lottery and with Charitable Bingo.  If enacted,
the bill would adversely impact the state’s abil-
ity to enjoy sovereign immunity.  It is possible
that the right to the use of certain of the state’s
lottery game names could be challenged.

The Commission, in conjunction with the
Office of State-Federal Relations, is monitoring
the progress of these bills and will provide
information, as appropriate, regarding the
impact on the Commission.  While it is not
possible to predict the action that may be taken
by Congress on these bills, it should be noted
that similar, if not identical, bills were filed dur-
ing the last Congress and all failed to pass.

Illegal gambling casinos. 
The Ysleta Del Sur Pueblo Tribe (Tiguas)
established 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 prohibited by the laws of
the State of Texas are prohibited on the reser-
vation 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 activi-
ties occurring at the Tiguas’ casino, asserting
that the games violate Texas law.  The U.S.
District Court held that the gaming operations



57 Strategic Plan 2003 - 2007

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
modified its September 27, 2001 Order to per-
mit 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 con-
duct 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 qualified 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 Kickapoo Tribe of Texas established an
Indian gaming casino in Eagle Pass, Texas.  The
State of Texas has no gaming compact with the
Kickapoos.  Recently, 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 gam-
ing compact with the Kickapoos, no authority
for Class III gaming activities exists.

VIII. Other Legal Issues

A. Impact of State Statutory Changes

Several bills enacted by the 77th Legislature
have significant impact on the way the
Commission operates.  Particular bills of inter-
est include:  

HB 965 Relating to the eligibility require-
ments of an applicant for a lottery retailer
license.  

• Authorized the Texas Lottery Commission
to deny, revoke, or suspend a lottery retail-
er license if the Commission has deter-
mined the applicant or licensee is delin-
quent in the payment of taxes or other
money owed to the Comptroller, Texas
Workforce Commission, Texas Alcoholic
Beverage Commission, Texas Higher
Education Coordinating Board or Texas
Guaranteed Student Loan Corporation.

• Amended the Family Code to add the
Texas Lottery Commission to the list of
licensing authorities whose licenses are
subject to suspension on the order of the
court or the attorney general for failure to
pay child support.

SB 257   Relating to the purchase of a lottery
ticket by a person younger than the age of 18.  

• This legislation made it an offense for a
person younger than the age of 18 to pur-
chase a lottery ticket.  The offense is pun-
ishable by a fine of up to $250.  
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SB 390 Relating to an exception from the
requirements of the open meetings law for cer-
tain negotiations involving the Texas Lottery
Commission.

• This bill allowed for an exception to the
Open Meetings Act that permits the Texas
Lottery Commission to meet in executive
session to discuss and deliberate a Lottery
Operator contract. 

SB 817   Relating to the requirement that the
name of a state agency be printed on certain
motor vehicles.

• This bill provided that a surveillance vehi-
cle used in the enforcement of the State
Lottery Act or the Bingo Enabling Act is
exempted from the Transportation Code
requirement that state agency vehicles bear
the agency’s name.  

B. Impact of State Court Cases

Indian Gaming 
The Alabama and Coushatta Indian Tribes of
Texas have filed a lawsuit seeking a declaratory
judgment that gaming activities at its casino
are lawful under Texas law.  The State of Texas
has answered and filed a counterclaim.  The
counterclaim is seeking a declaratory judgment
that the gaming activities violate Texas law
and asked for injunctive relief to stop the gam-
ing operations at the casino.  As in the Tiguas
case, the position of the State of Texas is that
the Alabama and Coushatta Tribes’ gaming
activities fall within the scope of the Federal
Restoration Act.

8-liners
Gaming machines have become more present
in lottery and bingo locations in Texas, and
the Texas Lottery Commission has experienced
an increase in complaints and enforcement
activity in this area.

In the first seven months of this fiscal year, the
Security Division initiated 36 investigations
regarding illegal gaming devices. That com-
pares to 57 cases in FY 2000, and 50 cases in
FY 2001.

Case law is continuing to develop in connec-
tion with the legal issues surrounding 8-liners.
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 sever-
al areas within the agency.

C. Impact of Local Governmental
Requirements

The Charitable Bingo industry may be impact-
ed when local jurisdictions impose a non-
smoking ordinance without exempting bingo
halls from the ordinance. 

IX. Self-Evaluation

A. Accomplishments

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

EFFECTIVE ECONOMIC DEVELOPMENT 
Since its inception in May of 1992, the Texas
Lottery has generated more than $25.9 billion
in sales and has returned to the State of Texas
more than $9 billion in revenue.  More than
$14.3 billion has been returned to players in
the form of lottery prizes.  Texas Lottery
licensed retailers have received approximately
$1.1 billion in commissions and $43 million in
bonuses since the inception of the lottery.

Since 1982, gross receipts from the conduct of
charitable bingo have totaled over $9.2 billion.
Bingo prizes awarded have been in excess of
$6.7 billion and charitable distributions have
totaled more than $648 million.  Allocations
to local jurisdictions have totaled more than
$141 million since 1982.
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PERFORMANCE MEASURES
During Fiscal Year 2001, the Texas Lottery
Commission attained within 5 percent or
exceeded 73 percent of its 15 established key
performance targets. In addition, the agency
attained or exceeded all three of its outcome
targets and eight of its 12 output/efficiency
measures, as indicated in Table 22.

Lottery Retailer Satisfaction
The retailer satisfaction measure is higher than
projected due to increased communication
between retailers and the Texas Lottery
Commission and Lottery Operator. Both Texas
Lottery Commission and Lottery Operator per-
sonnel are resolving issues at the store level for
more satisfactory results. In addition, the Texas
Lottery Commission conducts a Retailer Town
Hall Meeting in each of the ten sales districts
annually.  All independent and small chains
are invited to attend.  Retailers are given the
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Table 22
Key Performance Measures 

Appropriation Structure for FY 2001 – 2005

Targeted Actual
Key measure 2001 Performance Performance % of  Target

Outcome Measures:

Percent of Retailers Satisfied with the 

Relationship with the Texas Lottery 80.00% 88.06% 110.1

State Revenue Received Per Advertising Dollar Expended $32.00 $21.67 67.0

Percentage of Complaints Resulting in Disciplinary Action 5.00% 0.00%     0.0

Output Measures:

Number of Retailer Business 

Locations Licensed 17,700.00 16,764.00 94.7

Number of Surveys Issued to Retailers 74,800.00 78,116.00 104.4

Dollar Amount of Advertising Budget Spent on Television $16,990,480.00 $12,791,624.75 75.0

Number of Complaints Resolved 305.00 634.00 207.9

Number of Bingo Complaints Resolved 342.00 204.00 59.6

Number of Licenses Renewed to Individuals and Organizations 2,025.00 1,922.00 94.9

Efficiency Measures:

Average Cost Per Retailer Location Licensed $88.00        $96.67 109.9

Average Cost Per Survey Issued $6.00 $4.29 71.5

Percentage of Adult Texans Aware of Lottery Advertising 65.00% 63.00% 96.9

Average Cost Per Complaint Resolved $130.00 $109.90 84.5

Average Cost Per Bingo Complaint Resolved $120.00 $73.40 61.2

Average Cost per Original License Issued $510.00 $804.51 157.7

Source: Texas Lottery Commission
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opportunity to express their views on a wide
range of lottery topics and are presented infor-
mation about sales, marketing, licensing, and
retailer accounting.  The closing segment of
the meeting features a “Ask the Director” for-
mat that allows retailers to ask the Lottery
Executive Director any lottery question.  The
feedback from the retailers has been used to
implement new policies and procedures at the
Texas Lottery. Retailer attendance at these
meeting continues to grow. Since the Retailer
Town Hall meetings started in 1998, 36 meet-
ings have been held and more than 2,284
retailers have attended and participated in dis-
cussions regarding lottery issues.

Advertising 
The “State Revenue Received Per Advertising
Dollar Expended” and “Dollar Amount of
Advertising Budget Spent on Television”
demonstrates a clear link between advertising
and sales, and subsequently, revenue to the
state.  The agency has made considerable
efforts to wisely allocate its advertising dollars
and meet the objective of reaching adult
Texans, and generate interest in and awareness
of the Texas Lottery and its games. 

Currently, the Texas Lottery Commission’s
advertising reaches 20 Designated Market
Areas throughout the state.  Using a combina-
tion of mass media (television, radio, newspa-
per, billboards) and point-of-sale materials (fly-
ers, brochures, posters, etc.), the goal is to
stimulate sales and provide consumers and
retailers with notice of end-of-game dates and
provide procurement opportunities for minori-
ty vendors.  

The agency adheres to strict, specific measures
in the State Lottery Act that address the
means, concepts, 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 princi-
ples of integrity.  The advertising does not
show a change of lifestyle, does not over prom-

ise, 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 support-
ing lottery products and activities, by promot-
ing awareness through the different advertising
mediums.

As research continues to show a correlation
between sales and advertising, the Texas
Lottery needs to continue to advertise in a
manner that ensures the funds spent on adver-
tising and the resulting message are appropriate.

Complaints resolved
The Security’s Division efforts have reduced
the number of days it takes to resolve a com-
plaint as well as in the cost to resolve those
complaints.  Continuing to provide staff
proactive specialized investigator training will
enable the security investigators to more effi-
ciently complete cases.  Continued coopera-
tion between security investigators and local,
state and federal law enforcement agencies will
enable the Security Division to achieve even
greater success in the completion of cases.

Charitable Bingo Licensee Satisfaction
The division’s efforts to increase communica-
tion with licensees through initiatives such as
the Bingo Bulletin, Operator Training Programs,
Assessment and Assistance Interviews, have
resulted in favorable ratings in the assessment
of the quality of customer service provided by
the Charitable Bingo Operations Division.  In
surveys conducted at the Operator Training
Program and Assessment and Assistance
Interviews throughout the state, conductors
are asked: “How would you rate the quality of
service you receive from the Charitable Bingo
Division?”  From May 16, 2000, to February
28, 2002, 2,131 individuals have completed
the survey conducted at the Operator Training
Programs.  Of the individuals responding, 95%
rated the quality of customer service as good-
to-excellent.  From September 1, 2001, to
February 28, 2002, 79 individuals have com-
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pleted the survey conducted at the Assessment
and Assistance Interviews.  Of the individuals
responding, 97% rated the quality of customer
service as good-to-excellent.  (Note:  These
figures are as of March 7, 2002, and are unau-
dited.)

RECOGNITION
During the lottery industry’s NASPL World
Meet ’01, in New Mexico, the Texas Lottery
received a Batchy Television Advertising
Award for its Texas Two Step “Hoedown” 
commercial produced by Fogarty Klein Monroe
Advertising. Finalist awards were also received
by the Texas Lottery in Radio Advertising for
the Scratch-off “Musical Coin Spots,” Original
Music – Lotto Texas “Hey Jackpot” and in
Cinematography – Scratch-off “Fountain,” all
produced by Fogarty Klein Monroe. The Texas
Lottery also received Finalist Awards for the
Texas Lottery Commission Website Home
Page and employee newsletter, The TLC Times,
Fall 2000 issue.

In April 2002, the Texas Lottery Commission
won a First Place award for Animation from
the National Association of Government
Communicators for “Musical Coins” – televi-
sion advertising used to promote Scratch Off
games.

The Texas Lottery Commission won its second
Communicator Award in an international com-
petition that recognizes outstanding work in
the communications field. The entry, a video
news release (VNR) on the Lottery’s new
drawings studio, won a Communicator 2001
Award of Distinction in the category of External
Communications/VNR.

Last year, the agency won a Communicator
2000 Award of Excellence in the “State Low-
Budget” category for the short subject piece,
“Texas Millionaires Family.”   
The agency’s entries in the Communicator
Awards competition were among the more
than 3,300 entries received nationwide, and

included private and public entities, such as
ABC News, 20/20 and Texas Parks and
Wildlife. Entries are judged by industry profes-
sionals who look for companies and individuals
whose talent exceeds a high standard of excel-
lence and whose work serves as a benchmark
for the industry.

As reported by the State Auditor’s Report #99-
004, the consistent application of enforcement
processes has resulted in the improvement of
the Charitable Bingo Operations Division tax
collection and allocation process.

The Department of Information Resources
published a Statewide Security Assessment of
State Agencies and Universities in November
2000.  This High-Level Vulnerability
Assessment was the first in a series of studies
that will be conducted on state agencies and
universities.  The results of the study indicated
that the Commission received the highest
score of the 129 organizations reviewed.

During Fiscal Year 2001, the Commission
ranked 6th among the top ten (10) spending
state agencies for the percentage of its expen-
ditures spent on HUB businesses, according to
the Texas Business and Procurement
Commission’s Statewide HUB Report.

Efforts to emphasize risk management resulted
in the agency receiving the silver award from
the State Office of Risk Management for a
reduction in workmen’s compensation claims.
The agency continues to work closely with the
State Office of Risk Management in the evalu-
ations of all facilities utilized by the agency.  A
schedule has been established to visit all facili-
ties throughout the state and inspect fire and
safety equipment and employee workstations
for worker safety.
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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 gaming laws. As new technology is
explored regarding gaming opportunities, such
as Internet gaming and video lottery, the Legal
Division continues to develop its expertise in
an industry experiencing tremendous growth.

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,
and offers assistance to help these agencies
solve crimes.  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 is frequently called upon to speak
at state and national conferences concerning
gaming.  In addition, agency executive man-
agement hold leadership positions within their
respective industry organizations.

The Executive Director of the Texas Lottery
Commission, Linda Cloud, serves as a regional
director of the North American Association of
State and Provincial Lotteries (NASPL).
Texas has hosted NASPL’s annual conference,
and in March 2002, hosted the NASPL
Auditors’ Conference in San Antonio.

The Director of the Charitable Bingo
Operations Division, William Lee Atkins, is an
active participant in the North American
Gaming Regulators Association (NAGRA).
He is Co-Chair of NAGRA’s Charitable
Gaming Committee. 

COMPARISONS WITH OTHER STATES

Texas Lottery

Industry Rankings
In its annual review of U.S. lottery operations,
International Gaming and Wagering Business
(IGWB) ranked the nation’s 38 lotteries on a
number of measures.  As the following charts
show, Texas ranked within the top 20 in every
category.

While Lottery often refer to per capita sales as
a performance measure, IGWB’s lottery editor
contends that measure is much too narrow a
view of how successful a lottery is in the mar-
ketplace.

“Per capita sales fail to consider that states
vary considerably in overall wealth – lot-
teries in wealthier states should naturally
generate higher per capita sales than lotter-
ies in poorer states. Therefore, a more bal-
anced measure of lottery effectiveness, or
the ability of a lottery to penetrate the mar-
ketplace, is the percentage of personal
income extracted by lottery sales.”    

Patricia McQueen, IGWB Lottery Business, March 
2002, “It All Adds Up”

The relationship shown in Table 24 then is
between personal income and sales. A lottery
with a high ranking, therefore, means that a
greater percentage of personal income consti-
tutes lottery sales. Conversely, a lower ranking
means less personal income goes to lottery
sales. Texas’ ranking in the middle at 15th is
reflective of Texans that report playing lottery
games, according to Texas Lottery Commission
research.
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Table 23
Lottery Revenue/Expense Analysis

Personal
Income Traditional Gross Operating Operating Government

Lottery Population (millions) Sales Prizes revenue expenses income revenue

Ariz. 5,307,331 $132,702 $272,670,864 $149,384,012 $123,286,852 $44,544,001 $80,054,139 $80,054,139
Calif. 34,501,130 1,131,116 2,894,841,523 1,503,768,458 1,391,073,065 385,473,932 1,005,599,133 1,116,937,111
Colo. 4,417,714 145,433 350,632,668 214,416,164 136,216,504 58,677,605 77,538,899 79,942,537
Conn. 3,425,074 144,063 839,711,547 507,863,928 331,847,619 78,448,071 253,684,960 255,055,731 (1)
Del. (2) 796,165 25,149 97,064,264 48,656,375 48,407,889 18,525,106 29,938,164 29,938,164
D.C.* 571,822 22,499 224,884,000 105,594,000 119,290,000 36,670,000 82,620,000 84,099,000
Fla. 16,396,515 461,382 2,274,726,000 1,140,548,000 1,134,178,000 250,385,000 893,575,000 981,787,000
Ga. 8,383,915 235,268 2,193,807,000 1,247,521,000 946,286,000 267,076,000 685,345,000 692,840,000
Idaho 1,321,006 31,565 81,744,069 49,299,283 32,444,786 18,239,494 14,859,820 18,522,777
Ill. 12,482,301 407,532 1,423,529,374 779,795,770 643,733,604 156,755,337 510,725,702 511,849,503 (3)
Ind. 6,114,745 167,068 548,288,285 319,484,006 228,804,279 80,948,749 147,855,530 155,585,114
Iowa 2,923,179 78,919 174,943,317 96,712,105 78,231,212 36,840,608 43,141,423 44,028,800
Kan. 2,694,641 75,905 184,727,159 97,938,088 86,789,071 31,988,449 55,868,505 55,868,505
Ky. 4,065,556 100,228 590,851,000 349,820,000 241,031,000 84,562,000 156,469,000 159,926,000
La. 4,465,430 105,188 284,468,892 142,025,272 142,443,620 44,225,083 98,254,501 102,343,886
Maine 1,286,670 33,469 146,590,705 86,544,277 60,046,428 23,922,849 36,797,541 36,839,215
Md. 5,375,156 184,802 1,210,616,227 671,196,364 539,419,863 126,458,788 413,172,431 412,961,075
Mass. 6,379,304 248,226 3,913,048,000 2,774,112,000 1,138,936,000 297,329,000 857,582,000 864,465,000 (4)
Mich. 9,990,817 294,026 1,614,667,908 873,324,730 741,343,178 201,835,000 576,268,209 631,838,267 (3)
Minn. 4,972,294 162,587 366,183,765 218,564,734 147,619,031 68,548,888 79,070,143 81,591,554 (5)
Mo. 5,629,707 156,458 508,301,104 293,218,540 215,082,564 76,465,005 140,374,879 156,200,004 (3)
Mont. 904,433 20,950 30,366,526 15,729,474 14,637,052 8,637,154 6,056,498 6,144,676
Neb. 1,713,235 48,131 66,454,005 34,123,676 32,330,329 16,700,147 15,630,182 16,600,216
N.H. 1,259,181 42,337 196,248,837 115,095,240 81,153,597 25,527,840 57,684,509 59,348,425 (4)
N.J. 8,484,431 321,522 1,806,694,611 994,764,296 811,930,315 155,579,942 687,446,473 693,987,437
N.M. 1,829,146 41,235 115,669,000 65,202,000 50,467,000 25,106,000 25,247,000 25,915,000
N.Y. 19,011,378 679,661 4,185,330,000 2,273,582,000 1,911,748,000 465,938,000 1,445,810,000 1,446,899,000
Ohio 11,373,541 323,231 1,919,910,022 1,112,823,824 807,086,198 228,571,993 583,523,417 661,856,727
Ore.* (2) 3,472,867 97,399 323,265,672 211,890,656 111,375,016 56,842,462 62,641,969 63,151,080
Pa. 12,287,150 373,814 1,779,906,068 995,717,227 784,188,841 181,780,067 602,411,981 625,435,022
R.I. (2) 1,058,920 31,533 207,000,439 125,006,879 81,993,560 28,589,756 57,377,162 59,030,622 (4)
S.D. (2) 756,600 19,944 23,134,875 12,610,109 10,524,766 5,726,864 4,873,887 5,534,455
Texas 21,325,018 600,686 2,825,298,062 1,643,183,197 1,182,114,865 319,151,593 863,407,354 863,798,215
Vt. 613,090 16,960 81,198,198 52,230,445 28,967,753 12,701,147 16,308,828 16,961,861
Va. 7,187,734 227,947 1,002,828,896 557,252,771 445,576,125 128,896,756 316,679,369 329,142,392
Wash. 5,987,973 186,052 483,903,547 288,508,745 195,394,802 64,959,689 130,435,112 181,510,715
W. Va. (2) 1,801,916 40,336 158,801,000 93,128,000 65,673,000 28,099,000 38,782,000 41,762,000
Wis.* 5,401,906 154,983 401,188,554 232,413,950 168,774,604 61,772,026 109,306,441 112,473,807

Total 245,968,991 $7,570,302 $35,803,495,983 $20,493,049,595 $15,310,446,388 $4,202,499,401 $11,262,417,162 $11,762,225,033

Notes: All figures are for fiscal years ending in 2001; population numbers provided by the U.S. Bureau of the Census; personal income is estimated based on data provided by the U.S Bureau of
Economic Analysis; * unaudited figures.
(1) Connecticut operating & government revenues include funding for regulation and chronic gamblers fund.
(2) Results from video lottery operations are not included in this section; see Table 1A.
(3) Revenue to government in Illinois, Michigan, and Missouri includes unclaimed prize fund.
(4) Government revenue includes net proceeds from the charitable gaming divisions of lotteries in Massachusetts, New Hampshire, and Rhode Island.
(5) Minnesota government revenue includes taxes-in-lieu-of-sales-tax.

Source: International Gaming & Wagering Business/Lottery Business Magazine, March 2002



Table 25
Ranked by Fiscal 2001 Government Revenue

as a Percentage of State Personal Income

Traditional lottery:
1 District of Columbia 0.374%
2 Massachusetts 0.348%
3 Georgia 0.294%
4 Maryland 0.223%
5 New Jersey 0.216%
6 Michigan 0.215%
7 New York 0.213%
8 Florida 0.213%
9 Ohio 0.205%
10 Rhode Island 0.187%
11 Connecticut 0.177%
12 Pennsylvania 0.167%
13 Kentucky 0.160%
14 Virginia 0.144%
15 Texas 0.144%
16 New Hampshire 0.140%
17 Illinois 0.126%
18 Delaware 0.119%
19 Maine 0.110%
20 West Virginia 0.104%
21 Vermont 0.100%
22 Missouri 0.100%
23 California 0.099%
24 Washington 0.098%
25 Louisiana 0.097%
26 Indiana 0.093%
27 Kansas 0.074%
28 Wisconsin 0.073%
29 Oregon 0.065%
30 New Mexico 0.063%
31 Arizona 0.060%
32 Idaho 0.059%
33 Iowa 0.056%
34 Colorado 0.055%
35 Minnesota 0.050%
36 Nebraska 0.034%
37 Montana 0.029%
38 South Dakota 0.028%

Video lottery only:
1 Delaware 0.697%
2 South Dakota 0.476%
3 Rhode Island 0.386%
4 West Virginia 0.366%
5 Oregon 0.275%

Source: International Gaming & Wagering Business/Lottery Business
Magazine, March 2002

Table 24
Ranked by Fiscal 2001

Sales as a Percentage of State Personal Income

Traditional lottery:
1 Massachusetts 1.576%
2 District of Columbia 1.000%
3 Georgia 0.932%
4 Rhode Island 0.656%
5 Maryland 0.655%
6 New York 0.616%
7 Ohio 0.594%
8 Kentucky 0.590%
9 Connecticut 0.583%
10 New Jersey 0.562%
11 Michigan 0.549%
12 Florida 0.493%
13 Vermont 0.479%
14 Pennsylvania 0.476%
15 Texas 0.470%
16 New Hampshire 0.464%
17 Virginia 0.440%
18 Maine 0.438%
19 West Virginia 0.394%
20 Delaware 0.386%
21 Illinois 0.349%
22 Oregon 0.332%
23 Indiana 0.328%
24 Missouri 0.325%
25 New Mexico 0.281%
26 Louisiana 0.270%
27 Washington 0.260%
28 Idaho 0.259%
29 Wisconsin 0.259%
30 California 0.256%
31 Kansas 0.243%
32 Colorado 0.241%
33 Minnesota 0.225%
34 Iowa 0.222%
35 Arizona 0.205%
36 Montana 0.145%
37 Nebraska 0.138%
38 South Dakota 0.116%

Ranking not applicable for video lotteries.   

Source: International Gaming & Wagering Business/Lottery Business
Magazine, March 2002
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Table 26
Ranked by Fiscal 2001 Government Revenue

as a Percentage of Sales

Traditional lottery:
1 Florida 43.2%
2 Michigan 39.1%
3 California 38.6%
4 New Jersey 38.4%
5 Washington 37.5%
6 District of Columbia 37.4%
7 Louisiana 36.0%
8 Illinois 36.0%
9 Pennsylvania 35.1%
10 New York 34.6%
11 Ohio 34.5%
12 Maryland 34.1%
13 Virginia 32.8%
14 Georgia 31.6%
15 Delaware 30.8%
16 Missouri 30.7%
17 Texas 30.6%
18 Connecticut 30.4%
19 Kansas 30.2%
20 New Hampshire 30.2%
21 Arizona 29.4%
22 Rhode Island 28.5%
23 Indiana 28.4%
24 Wisconsin 28.0%
25 Kentucky 27.1%
26 West Virginia 26.3%
27 Iowa 25.2%
28 Maine 25.1%
29 Nebraska 25.0%
30 South Dakota 23.9%
31 Colorado 22.8%
32 Idaho 22.7%
33 New Mexico 22.4%
34 Minnesota 22.3%
35 Massachusetts 22.1%
36 Vermont 20.9%
37 Montana 20.2%
38 Oregon 19.5%

Ranking not applicable for video lotteries

Source: International Gaming & Wagering Business/Lottery Business Magazine,
March 2002

Table 27
Ranked by Fiscal 2001 Government Revenue

as a Percentage of Gross Revenue (Sales - Prizes)

Traditional lottery:
1 Washington 92.9%
2 Florida 86.6%
3 New Jersey 85.5%
4 Michigan 85.2%
5 Ohio 82.0%
6 California 80.3%
7 Pennsylvania 79.8%
8 Illinois 79.5%
9 Connecticut 76.9%
10 Maryland 76.6%
11 Massachusetts 75.9%
12 New York 75.7%
13 Virginia 73.9%
14 Georgia 73.2%
15 New Hampshire 73.1%
16 Texas 73.1%
17 Missouri 72.6%
18 Rhode Island 72.0%
19 Louisiana 71.8%
20 District of Columbia 70.5%
21 Indiana 68.0%
22 Wisconsin 66.6%
23 Kentucky 66.4%
24 Arizona 64.9%
25 Kansas 64.4%
26 West Virginia 63.6%
27 Delaware 61.8%
28 Maine 61.4%
29 Colorado 58.7%
30 Vermont 58.6%
31 Idaho 57.1%
32 Oregon 56.7%
33 Iowa 56.3%
34 Minnesota 55.3%
35 South Dakota 52.6%
36 New Mexico 51.4%
37 Nebraska 51.3%
38 Montana 42.0%

Video lottery only:
1 Oregon 57.9%
2 Rhode Island 53.1%
3 South Dakota 48.7%
4 Delaware 34.8%
5 West Virginia 33.7%

Source: International Gaming & Wagering Business/Lottery
Business Magazine, March 2002
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Table 28
Ranked by Cents Spent to Generate

One Sales Dollar in Fiscal 2001

Traditional lottery:
1 Massachusetts                      7.6¢
2 New Jersey 8.6
3 Connecticut 9.3
4 Pennsylvania 10.2
5 Maryland 10.4
6 Florida 11.0
7 Illinois 11.0
8 New York 11.1
9 Texas 11.3
10 Ohio 11.9
11 Georgia 12.2
12 Michigan 12.5
13 Virginia 12.9
14 New Hampshire 13.0
15 California 13.3
16 Washington 13.4
17 Rhode Island 13.8
18 Kentucky 14.3
19 Indiana 14.8
20 Missouri 15.0
21 Wisconsin 15.4
22 Louisiana 15.5
23 Vermont 15.6
24 District of Columbia 16.3
25 Maine 16.3
26 Arizona 16.3
27 Colorado 16.7
28 Kansas 17.3
29 Oregon 17.6
30 West Virginia 17.7
31 Minnesota 18.7
32 Delaware 19.1
33 Iowa 21.1
34 New Mexico 21.7
35 Idaho 22.3
36 South Dakota 24.8
37 Nebraska 25.1
38 Montana 28.4

Ranking not applicable for video lotteries

Source: International Gaming & Wagering Business/Lottery
Business Magazine, March 2002

Table 29
Ranked by Cents Spent to Generate

One Government Dollar in Fiscal 2001

Traditional lottery:
1 New Jersey                        22.4¢
2 Florida 25.5
3 Pennsylvania 29.1
4 Maryland 30.6
5 Illinois 30.6
6 Connecticut 30.8
7 Michigan 31.9
8 New York 32.2
9 Massachusetts 34.4
10 California 34.5
11 Ohio 34.5
12 Washington 35.8
13 Texas 36.9
14 Georgia 38.5
15 Virginia 39.2
16 New Hampshire 43.0
17 Louisiana 43.2
18 District of Columbia 43.6
19 Rhode Island 48.4
20 Missouri 49.0
21 Indiana 52.0
22 Kentucky 52.9
23 Wisconsin 54.9
24 Arizona 55.6
25 Kansas 57.3
26 Delaware 61.9
27 Maine 64.9
28 West Virginia 67.3
29 Colorado 73.4
30 Vermont 74.9
31 Iowa 83.7
32 Minnesota 84.0
33 Oregon 90.0
34 New Mexico 96.9
35 Idaho 98.5
36 Nebraska 100.6
37 South Dakota 103.5
38 Montana 140.6

Ranking not applicable for video lotteries

Source: International Gaming & Wagering Business/Lottery
Business Magazine, March 2002
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Advertising
Total advertising budgets for U.S. lotteries for
Fiscal 2000 were $416.88 million, 3.50 percent
higher than in 1999, according to LaFleur’s
2001 World Lottery Almanac.  In the top seven
lottery sales states, advertising budgets in Fiscal
2000 were projected to be $212.47 million,
8.99 percent higher compared to 1999.  With
more than $37.20 billion in ticket sales, the
average FY2000 ad budget as a percent of sales
was 1.12. Texas’ $38.71 million advertising
budget was 1.47% of sales, equal in percentage
ranking to Florida, Indiana, Virginia and
Washington State.

Charitable Bingo
Since the first licenses were issued in 1982,
more than $682.4 million has been raised for
charities in Texas.  While this demonstrates
the agency’s success in regulating charitable
bingo and disbursing money to charities as
required, there is no reliable data to compare
Charitable Bingo’s efforts with other states.

Previous strategic plans have included a table
showing budget figures and sources of funds for
other states’ charitable bingo regulatory pro-
grams.  However, the latest information that
was provided to the Charitable Bingo
Operations Division contained too many
inconsistencies from the last report.1

While reliable data is not available to compare
the revenues charitable bingo generated with
other states, there is data to compare the charita-
ble bingo industry’s success in raising money for
charities with other entities with the same goal.

Figure L shows a comparison of Charitable
Bingo Distributions to Top 100 Foundations
raising money for charities in Texas.

1The lack of reliable data for the charitable bingo industry is one issue that the
Charitable Bingo Operations Division intends to address through its membership
in the North American Gaming Regulators Association (NAGRA).  NAGRA is
an association that is composed of federal, state, local, tribal, and provincial gov-
ernment agencies who are responsible primarily for the regulation of legalized
gaming activities.  The Division would hope that NAGRA would be able to pro-
vide reliable industry-wide information similar to the type of information that
the North American Association of State and Provincial Lotteries (NASPL)
does for the lottery industry.

Year & Ranking of Charitable Bingo Within Top 100 Foundations

Bingo’s Ranking          Bingo Charitable Distributions        Grants By #1 Ranking Foundation

Figure L
Ranking of Charitable Bingo Within Top 100 Foundations

Source: Texas Lottery Commission
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INSIGHTS GAINED

Strategies for a Mature Lottery

The Texas Lottery Commission recognizes that
the Texas Lottery is a “mature” lottery, with
different characteristics than it had as a startup
some ten years ago.  A number of programmat-
ic changes have been planned and/or imple-
mented to address this issue.

1) Changes to On-line Games 
In order to generate revenue for the State and
keep the “Games of Texas” fun and exciting for
players, the characteristics of an individual
game or the mix of games must be constantly
evaluated, and changes made as research and
market conditions dictate.

Changes made to Lotto Texas are a prime
example.  The lack of jackpot growth was a
key factor in the decline of Lotto Texas sales
beginning in fiscal year 1998.  However,
research showed that a change to the Lotto
Texas matrix could potentially have a positive
impact on sales.  This change, implemented in
July of 2000, revised the matrix requiring play-
ers to choose 6-of-54 numbers instead of 6-of-
50.  The Lotto Texas game with its revised
matrix, generated a record-breaking $85 mil-
lion jackpot in March 2001.  The matrix
change resulted in higher jackpots, which led
to an increase in Lotto Texas sales and rejuve-
nated the Lottery’s premiere on-line game.
During Fiscal Year 2001, Lotto Texas sales
topped $695 million, an increase of 19 percent
over Fiscal Year 2000.

Another example of the agency’s making
changes in the on-line games in response to mar-
ket conditions is the creation of Texas Two Step.
Since it replaced the Texas Million game in May
of 2001, Texas Two Step sales have been
$94,664,301. Had Texas Million been left in the
product line-up, it was projected to bring in
$51,501,258 in sales in FY2002. Texas Two Step
sales thus far in FY2002 are already $61,188,371,
with 16 weeks left in the fiscal year. 

The Commission also approved the addition of
the Texas Lottery’s first Day drawing, which
was implemented on April 29, 2002, for the
Pick 3 game, and made changes to the Pick 3
and Cash 5 games that are designed to renew
player interest and bring in additional rev-
enues.  Pick 3 sales for the first Day drawing
were $191,760.

These changes to the on-line games are already
showing results. Total Texas Lottery sales for
Fiscal Year 2000 were $2,657,290,483. Sales in
Fiscal Year 2001 were $2,825,298,061, a 6.32
percent increase from Fiscal Year 2000.  Sales
projections for Fiscal Year 2002 anticipate
annual sales of $3.075 billion, a 2.57 percent
increase over Fiscal Year 2001.  

2) New Instant Ticket Game Plan
In October 2001, the Texas Lottery launched
the most aggressive Instant Ticket Game Plan
in its 10 year history. Designed to bolster sales
for its Scratch Off products, the new Instant
Ticket Game Plan has these major compo-
nents: 
• introducing more games at smaller print

runs 
• introducing at least one new game per

week
• maintaining an inventory optimization

plan by supplying instant tickets according
to the market supply and demand

• distributing “base” games to all retailers
• sending “supplemental” games to retailers

who meet the criteria of $2,500 in instant
sales per week

The new plan allows the Texas Lottery to cus-
tomize instant ticket inventory, distribution
and point-of-sale advertising for its retailers
based on the store type and certain sales crite-
ria.  The customized inventory plan allows the
Texas Lottery to offer new and exciting games
for players with emphasis on a game mix based
on player profiles and creating additional
opportunities for winning experiences.
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The dramatic growth of sales under the new
game plan is demonstrated by this weekly
annual sales comparison: 

Table 30
Weekly Sales Comparison

Week Ending Instant Sales Increase

3/30/02 $40.8 million $7.9 million
3/31/01 $32.9 million
4/06/02 $44.7 million $11.8 million
4/07/01 $32.9 million

Source: Texas Lottery Commission

Since February 2002, the new Instant Ticket
Game Plan is generating sales that have not
been achieved since Fiscal Year 1997, when
the Texas Lottery experienced its highest
instant sales of $2.357 billion.  In total, instant
sales for the current fiscal year are already
more than $74 million higher than last year.

Figure M compares the trend in instant ticket
sales before the new Instant Ticket Game Plan
was implemented, and sales realized with the
plan in place.

3) Cross-play
Two specific marketing methods will be
employed to facilitate more cross-play between
existing Texas Lottery games. First, the
Commission will offer a free ticket for one
game with the purchase of a ticket for another
game.  A second approach is to distribute bar-
coded coupons that offer a free instant ticket
with the purchase of an on-line game ticket.

4) New Games
In order for players to retain their interest, new
games must occasionally be added to the prod-
uct mix, keeping in mind that tickets for on-
line games are generally a planned purchase,
while instant tickets tend to be impulse pur-
chases. The Commission continues to conduct
research to determine which on-line games hold

the most promise to provide incremental sales. 
During the next five years, the Commission
will continue to explore other product oppor-
tunities to sustain sales, such as:

Changeplay – the new online game that sells
lottery tickets in any denomination from
$.25 to $.99.

EXTRA – an instant win feature that can be
incorporated into existing on-line games.

Pick 4 – a 4-digit daily numbers game to com-
pliment the Pick 3 game.

Double Draw – a separate drawing is held
immediately following the Pick 3 drawing
to determine if a second set of winning
numbers will be drawn for the Pick 3 game.

Promotional Jackpot Game – a short-term pro-
motional jackpot game that is intended to
produce a substantial jackpot.

5) Role of research
Maintaining sales as a lottery matures is a mar-
keting challenge.  To prevent consumer apathy
and a corresponding decline in sales, it is criti-
cal that Lottery marketers understand the play-
er base.  To this end, the Texas Lottery will
continue using consumer research to help
identify and define the various types of Lottery
consumers and to better understand their moti-
vations.  This information will be used to
develop specific practices that will support the
broader strategies to recover and sustain sales
of existing games, to design new games and
add game enhancements that will meet or
exceed consumer expectations, to develop
effective new promotional opportunities and to
enhance product distribution channels. 

The Texas Lottery will continue to research new
games and game enhancements with the use of
phone surveys, focus groups and mini-labs.  By
talking directly to players and addressing their
suggestions and concerns, any Commission
changes to the current game mix will effectively
meet the needs of Texas Lottery players as well
as assist in sustaining overall sales. 
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Other plans include:

• continue to offer higher prize payouts to
players

• continue to use advertising to promote new
game awareness 

• increase winner awareness to combat nega-
tive player perception regarding prizes

• explore introduction of new cost per ticket,
such as an $8 or $20 ticket

6) Maximize Promotional Opportunities
Currently, the Marketing Division conducts
various promotional events and facilitates
retailer promotions throughout the State. In
fiscal year 2002, over 75 promotional events
and over 1,600 retailer in-store promotions
will be conducted. Players attending these pro-
motions learn about the Lottery in a fun and

exciting way.  The Promotions staff explores
avenues where the Texas Lottery can sell
Lottery tickets and/or educate players about
Texas Lottery games.

One of these events, the State Fair of Texas
with more than one million people in atten-
dance each year, represents a major opportuni-
ty 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
audience participation, and take a chance at
winning additional lottery prizes.

The Texas Lottery Commission will continue
to utilize these proven promotional opportuni-
ties and explore other venues that can help
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sustain Lottery sales, educate consumers and
promote Texas Lottery products. 

These opportunities include:

• Retailer in-store promotions - adding more
opportunities for retailers to drive sales in
the retail setting with promotions such as
Second Chance Drawings, Lone Star Spin,
Customer Appreciation Day and Ask for
the Sale

• Clerk incentive programs - rewarding sales
clerks for selling Lottery products with
Lottery promotional items

• Game specific in-store promotions  

• Mystery Shopper program - rewarding
clerks who are seen actively asking for the
sale of lottery products

• Corporate promotions - encouraging corpo-
rate partner promotions to drive sales in
their chain locations

• Selling events – inviting local licensed
retailers to sell Lottery tickets at communi-
ty or organization sponsored activities such
as fairs and festivals

• Non-selling events – venues such as con-
certs, rodeos, or sporting events that are
not conducive to selling but are suitable for
conducting Lottery retailer contests, con-
sumer education, coupon distribution or
product sampling

7) Using Technology 
Technology also plays a role in improving our
ability to increase sales by providing what play-
ers want in the “Games of Texas.”

PlayerConnect™
PlayerConnect, provided to the Texas Lottery
via the Lottery Operator, is a permission-based
marketing program that connects the Lottery
with a group of its player base through the
Lottery Operator’s database.  The service
allows players to request information from the

Texas Lottery in a variety of formats and allows
the Lottery to learn more about its players
through demographic analysis.

By using a double opt-in policy, registrants of
PlayerConnect™, sign up to receive
e-mails from the Texas Lottery pertaining to
such services as winning numbers, scratch-off
game information and special promotions.
Registrants are also given the opportunity to
participate in Lottery market research. Sign up
for the program originates from the Texas
Lottery’s web site at www.txlottery.org

New Equipment for Retailers
Under the new contract with the Lottery
Operator, all retailers will have new and faster
ticket machines by the end of this fiscal year.
The new technology being deployed has sever-
al enhancements that will aid the Lottery in its
attempt to produce more revenue, including:

*Programmable LED message display units 
*Customer display screens 
*New GVT-Extra retailer terminals
*Enhanced software applications to monitor
and administer services. 

8) Product Distribution
To make Lottery products more convenient to
its diverse potential customer base, the
Commission will continually explore retail
location opportunities.  Such recruitment
efforts might focus on traditional corporate
accounts not yet licensed as lottery retailers as
well as new retailer categories that show
potential as Lottery retailers.  The Lottery will
continue to provide retailers instant ticket
vending machines where appropriate.  In FY
2003, for the first time due to the new lottery
operator contract, all licensed retailers will be
able to sell on-line products.

The Texas Lottery Commission will continue
to implement initiatives to maximize revenues
with its existing products. In addition, the
Commission will stay current with what other
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lotteries have done to increase their revenues
with traditional lottery products, and research
opportunities for diversified product offerings,
such as Keno and video lottery terminals.  The
agency’s insight into the dynamics of exploring
new revenue streams is discussed in IX.C.

Enhancing Public Confidence in the Integrity
of the Games

Another insight the agency has recognized is
the importance of implementing a number of
initiatives to enhance public confidence in the
integrity and fairness of lottery games.

Publicizing Drawings and Drawing Results 
In research the agency conducted, 85% of
respondents surveyed said they believed that
the live broadcasts of the drawings increased
the credibility of the results.

In Fiscal 2002, the agency implemented these
initiatives to increase the public’s ability to see
the drawings conducted:

1.) Brought drawings studio on-site. The limit-
ed purpose drawings studio faces one of the
busiest streets in the state’s capital and
allows players and the general public a
greater opportunity to watch the drawings
live.  (In February of 2002, the Texas

Lottery received the “Smart Idea” award
from its counterparts in the lottery industry
for this initiative.)

2.) Surveyed television stations carrying live
drawings and determined that more stations
would carry the Night drawings if the time
was changed.  On May 27, 2002, the Night
drawings changed from 9:59 p.m. to 10:12
p.m.  The agency makes the drawings avail-
able by satellite to the state’s television sta-
tions.  In addition, a live feed for radio
makes the drawings available to more than
200 stations in the Texas State Network.

3.) Live webcasts of drawings. The agency
began live “web casts” of Lotto Texas draw-
ings in September, and “on demand” web
casts of the other other on-line games. The
response from the public, as shown in
Figure N, demonstrates the service these
web casts are providing.

4.) In addition to the drawings results available
through the official televised drawings and
the web site, winning number information
is also available as part of newscasts, in
daily newspapers the morning after a draw-
ing, at retailer locations, or by calling the
Texas Lottery’s 900-number results line.

Figure N
Online Games Streaming Video Usage
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Protecting Intellectual Property
The Texas Lottery Commission recognizes that
protecting its intellectual property – such as
game names, logo 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 main-
tains 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;
however, the Commission’s Legal Division is
developing internal expertise in intellectual
property law.

B. Areas Requiring Improvement

Re-Structuring 
The agency is currently implementing a
restructuring that came about as a result of rec-
ommendations from the Management
Advisory Services (MAS) Department of the
State Auditor’s Office, the Council on
Competitive Government, and its own Task
Force review.  The restructuring affects 55
FTE’s – either by eliminating the positions or
moving them to a different section or division.
The agency is working to realize the benefits of
the restructuring while minimizing the impact
on the 48 employees affected by the change. 

Most functions related to providing informa-
tion about and from the agency are now cen-
tralized in Communications. This move is a
natural result of the evolution the agency has
made in its communications strategy.  

Since the needs of a mature lottery are differ-
ent than those of a startup, a more pro-active
stance can be taken in addressing issues that
have impacted the agency.  For example, when
the Commission noticed an increase in reports

of citizens victimized by the “Latin Lotto”
scam, a public awareness campaign was
designed in conjunction with the agency’s
Security Division and launched statewide. The
result was increased awareness of the scam that
uses false or altered lottery tickets to bilk most-
ly elderly Hispanics out of their money. 

The Division is working to develop core infor-
mation about the agency and ensure its consis-
tency from one distribution format to another
– whether in publications, news releases, or
web site. The Division’s Media Guide is now
being combined with the agency’s various fact
books to give both the general public and the
state’s media a handy reference on facts and
figures about the lottery and charitable bingo.

The agency adopted a recommendation made
by the Council on Competitive Government,
which recommended a reduction in force in
the customer service staff. Communications
Services now handles public inquiries.

The Licensing and Retailer Accounting sec-
tions along with the majority of functions in
the Games Compliance Section have been
merged into a new section called Retailer
Services. This new organizational structure
allows for greater efficiency and less duplica-
tion of efforts, particularly in the staffing of the
Retailer Customer Service phone banks.
Warehouse functions that include the monitor-
ing of the Lottery Operator instant ticket
warehouse were also transferred from the
Games Compliance section to the Support
Services section. This transfer of functions
allows the trained warehouse staff in Support
Services to participate in the Lottery Operator
instant ticket warehouse program and provides
the agency with greater manpower and flexibil-
ity in addressing this important task.

The additional FTE in Contract Management
and Special Projects is expected to enhance
the development and implementation of
agency policies and procedures.
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Accreditation of Financial Reporting System
One of the Commission’s goals is to receive
the “Certificate of Achievement for Excellence
in Financial Reporting,” awarded by the
Government Finance Officers Association
(GFOA).  The Commission plans to submit its
Comprehensive Annual Financial Report
(CAFR) to the Certificate Program for consid-
eration.  The Certificate of Achievement is a
prestigious national award, recognizing confor-
mance with the highest standards for prepara-
tion of state and local government financial
reports.  The Certificate Program is designed
to recognize and encourage excellence in
financial reporting by state and local govern-
ments.  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 accept-
ed accounting principles and applicable legal
requirements.

Retailer Incentives
Texas Lottery retailers have not had any
increase in the compensation they receive
since lottery sales began ten years ago.
Retailers receive 5-percent of every ticket sold,
and a 1% bonus for selling Lotto Texas, Cash 5,
and Texas Two Step jackpot tickets, and instant
tickets where the top prize exceeds $1 million.
Lotto Texas retailer bonuses are capped at
$500,000.  Texas Two Step and instant ticket
retailer bonuses are capped at $10,000.

The Texas Lottery Commission continues to
research options for allowing some form of
additional retailer compensation, such as a
bonus based on an increase in total sales or on
the number of tickets cashed.  However, the
Commission’s ability to offer such a new incen-
tive to its retailer base is subject to some limi-
tations due to budgetary constraints.

Promoting Charitable Bingo
The service population of licensees could be
increased by using brochures and seminars to
promote the benefits of charitable bingo to

charitable organizations that have conducted
bingo in the past but have ceased and to chari-
table organizations that have never conducted
bingo.  In addition to promoting bingo as a
fundraising activity to charitable organizations,
the Charitable Bingo Operations Division
would like to increase the public awareness of
bingo as both an avenue for social entertain-
ment and charitable fundraising.  

Streamlining Processes
The Charitable Bingo Operations Division is
working to streamline all processes and proce-
dures while still complying with the require-
ments of the Bingo Enabling Act and the
Charitable Bingo Administrative Rules in
order to be as responsive as possible to the
dynamic and rapidly changing industry it regu-
lates. In all its interactions with the bingo
playing public and licensees, the Charitable
Bingo staff strives for total-quality customer
service by reducing unnecessary procedures,
using technology to provide better faster and
less cumbersome service, soliciting input from
its customers and making changes based on
that input, where appropriate. 

Employee Issues
The Texas Lottery Commission is committed
to improving those organizational concerns
identified in the 2002 Survey of Organizational
Excellence (SOE).  That is, employees per-
ceive that the SOE construct areas of “Fair Pay
and “Internal Communication” need improve-
ment.  As a part of the agency’s action plan to
address employees 2002 SOE perceptions, the
agency will research why employees feel they
are not fairly paid. Information to address
those concerns will be provided to employees
as part of the Internal Communication action
plan.  
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C. Opportunities

As part of the Self-Evaluation Report prepared
for the agency’s Sunset Review, the executive
management staff identified several broad poli-
cy issues that, if addressed appropriately, pres-
ent the Texas Lottery Commission with oppor-
tunities for improvement in its key functional
areas: economic development, tax and revenue
collection, and regulation.  

The five general policy issues are: 

1) Should the agency be given the authority to
expand and develop future revenue enhancing
opportunities?

2) Are current statutes addressing lottery and
charitable bingo adequate and appropriate for
carrying out the mission of the agency?

3) Is the agency structure of the Texas Lottery
Commission adequate and appropriate for car-
rying out the mission of the agency?

4) Do the current statutes unnecessarily limit
the agency’s ability to inform and educate the
public regarding lottery?

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?
For the purposes of this section, the policy
issues noted above and addressed in the SER as
“Emerging Issues” are addressed in this section
from the standpoint of the opportunities repre-
sented, and the obstacles that must be over-
come for the opportunity to be realized.

As always, the Texas Lottery Commission
looks to the legislative leadership for direction
in making any changes, and commits to work-
ing with the appropriate local, state and feder-
al entities to achieve success.

1. Future Revenue Opportunities

Internet Gaming    

The Texas Lottery Commission considers the
proliferation of Internet gaming sites to consti-
tute one of its most challenging issues related
to revenue enhancing opportunities.  This
trend in gaming, which takes the form of on-
line casinos, bingo games and lotteries, has
been noted in several public statements made
recently by major news media organizations.
This small sample demonstrates the increased
focus on the issue of Internet gaming:

Newsbytes, June 14, 2001:

“Figures released by market analyst
firm Datamonitor show that the e-
gambling industry is betting on a
boom over the next four years.
Datamonitor predicted that com-
bined revenues from online and
iTV gaming in the U.S. and Europe
will grow from $6.7 billion this year
to $20.8 billion in 2005.”

Newsbytes, June 14, 2001:

“The U.S. is the industry’s largest
market, according to the report,
despite uncertainties regarding its
legality.  The study found that 1.9
million U.S. online gamblers generate
$4.2 billion in e-gaming revenues.”

Houston Chronicle, September 19, 2000:

Bear Stearns “expects Internet bet-
ting to grow to $3 billion by 2002.”

Houston Chronicle, Sept. 19, 2000:

“The number of Web sites offering
gambling has grown 169 percent in
six months, according to
Websence.” 
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Houston Chronicle, Sept. 19, 2000:

Websence says “There are now over
21,000 gambling Web sites.”

International Gaming & Wagering Business,
October 2000:

“The number of countries that have
sanctioned Internet gaming in some
way has continued to grow…The
number now stands at 53.”

The growth of Internet gaming may provide
competition for the discretionary gaming dol-
lars of current and potential players of lottery
and charitable bingo games.  Given the
tremendous advancements made in technolo-
gy, future players may be much more inclined
towards Internet-based games than the current
generation of players.

Internet gambling raises questions about access
by minors or by those who have gambling dis-
orders, fairness in the games offered and the
legitimacy of the gaming operators’ financial
resources.  Internet gaming also raises concerns
about the legality of gambling activities across
state and national boundaries.

Given the exploding growth of the Internet,
including E-commerce, a strategy for Internet
gaming should be developed that protects
potential revenue streams for the State and
enhances the State’s interest in a coordinated
gaming portfolio.  The Internet gaming strate-
gy should address issues of state, national and
international boundaries, limit access to
authorized players and maintain the integrity
and security of the games.

To date, the agency has not taken a position
on this issue and has served only as a resource
for the Legislature, policymakers and other
state and federal entities.  If legislation were
approved to allow for Internet gaming in
Texas, the State Lottery Act and/or the Bingo

Enabling Act would require revision.
Opponents of gaming may view Internet gam-
ing as an increase in gaming activity.

Multi-jurisdictional or Regional Gaming

A multi-jurisdictional lottery game is a consor-
tium of jurisdictions such as states that market
and operate a common on-line game.  The
combined populations of the jurisdictions pro-
vide a larger player base and contribute to the
growth of larger jackpots, which in turn
increases sales and thus revenues to each par-
ticipating jurisdiction.  Each jurisdiction pays
only its proportionate share of jackpots, based
on sales.  The revenue generated within each
jurisdiction is retained by that jurisdiction.

There are currently seven multi-jurisdictional
games operating under various formats in the
United States. The most widely recognized
games are the Big Game, which was recently
replaced by Mega Millions, and Powerball.

Mega Millions expects to achieve an average
jackpot of $80 million with the potential to
exceed $500 million based on expected ticket
sales across all participating jurisdictions.
Tickets for the Mega Millions game are sold
exclusively in Georgia, Illinois, Maryland,
Massachusetts, Michigan, New Jersey, New
York, Ohio and Virginia.  Starting in
September 2002, Washington state will join
the Big Game group.  

The odds of winning the Mega Millions jackpot
are 1 in 135 million. Mega Millions minimum
jackpot is $10 million and overall odds of win-
ning are 1 in 43. The Big Game’s minimum
jackpot was $5 million, with overall odds of 1
in 31. The Big Game average jackpot was $26
million; its highest jackpot was $363 million.

The Powerball game is available in Oregon,
Idaho, Montana, South Dakota, Minnesota,
Wisconsin, Iowa, Nebraska, Kansas, Missouri,
Indiana, Kentucky, West Virginia, Arizona,
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New Mexico, Louisiana, New Hampshire,
Connecticut, Rhode Island, Delaware and
Washington, D.C., with a total population of
59.9 million for these states. The game matrix
offers 5-of-49 and 1-of-42 ball draws on
Wednesdays and Saturdays.  Overall odds of
winning Powerball are 1 in 35, and 1 in 80 mil-
lion for the jackpot. Base jackpots start at $10
million and have been as high as $295.7 million.

Currently, the State Lottery Act is silent as to
specific authority for the Texas Lottery
Commission to participate in a multi-jurisdic-
tional lottery game.  If the State decided to
authorize multi-jurisdiction lottery games, statu-
tory changes to the State Lottery Act would be
needed to grant the Texas Lottery Commission
the authority to operate such a game and
address issues related to unclaimed prizes.

During the 77th Legislature, Regular Session,
HB 844 was filed which would have authorized
the Texas Lottery Commission to participate in
a multi-jurisdictional game and would have
addressed the practical issues regarding
unclaimed prizes. While the bill was voted
favorably out of a House committee, it was
never brought up on the House floor or consid-
ered in the State Senate. 

The fiscal note developed for the bill projected
that if Texas were to participate in the Big
Game, total new sales of multi-jurisdictional
game tickets would reach $363 million annual-
ly.  Of this, incremental sales were forecasted
to be $201.5 million annually.  

The additional annual revenue returned to the
Texas Foundation School Fund (Fund#193) is
estimated to be $76.6 million per year.  Local
businesses and economies would also benefit as
a multi-jurisdictional game would give retailers
an additional product, and thus the potential
for increased sales and increased commissions
for the retailers.  Opponents of gaming may
view multi-jurisdictional lottery games in
Texas as an increase in gaming activity.

The Commission will continue to monitor the
possible impact multi-jurisdictional games have
on sales in Texas and the merits of joining one
of these ventures in the future.

Keno

Keno is a type of lottery game that involves
the use of the traditional lottery terminal and
monitors.  For example, players may choose
from one to 10 numbers from a field of 80
which they then try to match up to 20 num-
bers randomly drawn by the lottery.  Draw fre-
quency varies from 3 to 5 minutes and the
winning numbers are displayed on TV moni-
tors placed in retailer locations.  Live drawings
provide constant action.  Unlike other lottery
games, which tend to have a single draw on a
set number of days, Keno gives players an
opportunity to play on a more frequent basis.

Keno is typically played in a location where
the player remains in the venue, unlike the
type of lottery games where the player purchas-
es 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 alco-
hol.  Therefore, while the Texas Lottery
Commission is authorized to operate a Keno
game under current law, it is not practical to
do so.  Currently, 28 of the 38 states that have
lotteries operate Keno games, primarily in
locations such as bars and restaurants.  Keno
sales for fiscal year 2000 in California were
$204.41 million and in New York were
$332.09 million. 

If the State wanted to have the Texas Lottery
Commission operate a Keno lottery game, 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 positively because
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it would allow lottery tickets to be sold in
these locations.  Licensing these locations
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.  The agency’s initial
projections estimate approximately $150 million
annually in new revenue to the state from
Keno. This analysis did not address revenues
that could be gained if Keno was offered in
bingo halls. Therefore, it is unclear at this time,
what impact the authorization of Keno might
have on charitable bingo. A possible drawback
is the social implication of licensing locations
where on-premise consumption of alcohol
occurs.  In addition, opponents of gaming may
view Keno games in Texas as an increase in
gaming activity.

Video Lottery Terminals

The State Lottery Act currently requires the
Texas Lottery Commission to adopt rules pro-
hibiting the operation of any game using a
video lottery machine.  As defined by the
State Lottery Act, the term “video lottery
machine” means any electronic video game
machine, that, upon insertion of cash, is avail-
able to play or simulate the play of a video
game, including video poker, keno, and black-
jack, 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 pro-
hibiting video lottery machines have been in
effect since the inception of the lottery.

Operating video lottery games increases rev-
enue to the State, as other lottery jurisdictions
that operate video lottery games have found.
For example, the Delaware Lottery and West
Virginia Lottery both operate video lottery
games in racetracks.  

Delaware has three racetracks and approxi-
mately 5,000 video lottery terminals. Delaware
receives approximately 35% of net proceeds.
For FY 2001, that was $175,221,458.  

West Virginia has four racetracks and approxi-
mately 6,000 video lottery terminals, a figure
that is expected to grow since the West
Virginia Legislature recently expanded the
operation of video lottery games to other loca-
tions besides racetracks.  

With West Virginia’s share of revenue approxi-
mately 30% of net revenue, the State of West
Virginia’s received $147,475,000 for FY 2001. 

Table 31 demonstrates revenues that those
states operating video lottery games have
reported from this product-line.

If the State decided to authorize the Texas
Lottery Commission to operate video lottery
games, various entities or interest groups would
be impacted, depending on the structure of the
operation of video lottery games.  For example,
if Texas authorized video lottery in racetracks,
the horse and dog racing industry would be
beneficially impacted because the various
groups within the racing industry would receive
a percentage of the overall revenue stream.  For
example, in Delaware, for the period from June
26, 2000 to May 27, 2001, (06/26/00-05/27/01),
the total track commissions for the three tracks
was $223,959,900.  Purse increases were
$50,912,200.  In West Virginia, for Fiscal Year
2001 as of June 2, 2001, the share to the four
tracks was $179,923,599.

There are currently nine racetracks in Texas.
The benefits associated with video lottery
games are increased revenue to the State and
to the racing industry.  An independent analy-
sis by a marketing consultant estimated that
video lottery terminals at existing racetracks
could generate as much as $1 billion annually.
This analysis did not address revenues that
could be gained if video lottery games were
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offered in bingo halls. Therefore, it is unclear
at this time, what impact the authorization of
video lottery might have on charitable bingo.
Opponents of gaming may view video lottery
in Texas as an increase in gaming activity.

Progressive Bingo Games   

A Progressive Bingo game is one where 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 seasoned
bingo players who are used to the standard
$500-$750 per game maximum payout.  A
Progressive Bingo Jackpot game would attract
new people to play bingo because the prize
payouts could grow well beyond the $2,500
current maximum payout per occasion.  

Progressive Bingo jackpot games could also
help market bingo. High stakes games might
make it into the local newspaper or other
media, bringing exposure to bingo and the
charities it supports.  It may 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.
There is no additional equipment required,
and a Progressive Bingo game can easily be
introduced into any location currently con-
ducting charitable bingo.  

Louisiana, Massachusetts, Minnesota and
Missouri currently authorize Progressive Bingo
jackpot games in their jurisdictions. 

Based on the agency’s estimate of new game
offerings, the net prize fee of 5% due the state
would be approximately $3.9 million per year,
or an 18.88% increase above the
Comptroller’s Biennial Revenue Estimate of
$20,653,000 for FY 2002 bingo prize fees
payable to the General Revenue Fund.  Of
that percentage increase, $1.95 million or
50% 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 next legislative session, the
77th Legislature, Regular Session, passed HB
2119, authorizing a Progressive Bingo game.
The Governor subsequently vetoed this bill.

Table 31
Video Lottery Operations

Cash and Net machine Government As a % of net machine income
credits played Cash in income Expenses* Revenue Gov't rev Expenses

Del.** $6,264,294,992 n/a $504,091,772 $328,870,314 $175,221,458 34.8% 65.2%

Ore. 7,293,413,039 $1,174,432,118 462,398,035 194,713,885 267,684,150 57.9% 42.1%

R.I. n/a 771,019,263 229,078,293 107,436,913 121,641,380 53.1% 46.9%

S.D. 2,119,216,241 563,673,694 194,883,028 100,999,562 94,978,291 48.7% 51.8%

W. Va. 5,140,617,000 n/a 438,091,000 290,616,000 147,475,000 33.7% 66.3%

Total n/a n/a $1,828,542,128 $1,022,636,674 $807,000,279 44.1% 55.9%

Note:  Cash and Credits Played and Cash in figures for Delaware and South Dakota are approximate.
* Total expenses for video lottery operations, primary commissions. Includes allocated indirect expenses for all except Rhode Island. All for Fiscal Year 2001.
** In Delaware, expenses include amounts paid to the state's Department of Agriculture for racetrack purses.   

Source: International Gaming & Wagering Business/Lottery Business Magazine, March 2002
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Linked Bingo Games

The introduction of linked bingo games
would create a sense of excitement similar to
that experienced by Lotto Texas players.  In a
linked bingo game, a number of different
bingo halls located around the state are
“linked” to one another via a computer net-
work.  With this network, the players in the
different halls play bingo against the players
in those various halls and not just 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 additional excitement for the
game.  

This type of game makes full use of available
current technology.  HB 3688, SB 575 and SB
1093 filed in the 76th Legislature, Regular
Session, all addressed some form of linked
bingo game.

Expanding or Restructuring Pull-tab Sales

Expanding or restructuring pull-tab sales would
result in pull-tabs being sold at times and loca-
tions other than when regular bingo was being
conducted.  If this authorization were granted,
the Charitable Bingo Operations Division esti-
mates an increase in prize fees to the state of
approximately $9.6 million per year, half of
which would go the state and the other half to
local jurisdictions.

States such as Minnesota have a much more
relaxed statute when it comes to when and
where pull-tabs can be sold.  While these
states still require strict record keeping meas-
ures and for the proceeds to be devoted to
charitable purposes, they do not limit pull-tab
sales to a regular bingo occasion.  Therefore,
pull-tab sales in Minnesota are over $1 billion
annually.  Pull-tab sales in Texas are under
$100 million and falling.  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,
would have addressed this issue.  Pull-tab sales
in 1999 reported in Texas and other states are
shown in Table 32.

Table 32
1999 Pull Tab Sales

Ohio $572 million
Washington $544 million
New York $300 million
Virginia $167 million
N. Dakota $166 million
Michigan $116 million
Texas $96 million
Minnesota $1.37 billion

Source: Charity Gaming In North America Annual Report

These three variations of bingo – Progressive
Bingo games, linked bingo games, and
expanding or restructuring the sale of pull-
tabs - would enhance revenue opportunities
not only to the state but also to the organiza-
tions conducting charitable bingo.  These
types of charitable bingo are currently offered
in other states and are among the most fre-
quently requested changes made by Texas
organizations conducting charitable bingo.

By allowing the charitable and fraternal organ-
izations conducting bingo to offer these new
games, the size of bingo jackpots will be
increased, more interest and excitement will
be generated among traditional bingo players,
and the potential exists to attract new bingo
players. 

If the Bingo Enabling Act is amended to
authorize 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 operated fairly.  The additional
revenue that these new games are anticipated
to generate should outweigh any associated
costs.
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The administrative cost to implement these
three enhancements to charitable bingo has
been estimated to be $1.3 million compared to
the estimated $6.7 million in new revenue to
the State.

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 big business?
Not all organizations conducting charitable
bingo would agree these changes are needed,
and opponents may view these enhancements
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
number of games and gaming activities that are
commonly used as a form of fund raising for
non-profit, charitable organizations.

One of the most common gaming activities
used by organizations to raise money is a raffle.
Raffles are statutorily authorized in Texas but
no form of licensing is required and there are
no reporting requirements.  A county attorney,
district 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.

Another common form of charitable gaming
activity is casino nights.  Non-profit organiza-
tions will hold events where “Las Vegas” types
of games are played.  These games are usually
played for tokens/chips instead of cash.

Usually, at the end of the evening, guests can
use the tokens/chips won and 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.

By strengthening the ability to monitor chari-
table raffles through regulation, and authoriz-
ing other forms of charitable gaming, state pol-
icymakers will have a consistent approach to
the regulation of charitable gaming in Texas.
In addition, 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 who in the past have been con-
ducting these activities with minimal or no
oversight by the state may take exception to
these new regulations.  However, the uniform
application 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 charitable gaming activities do not histori-
cally 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 poten-
tial 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 devel-
oped to identify the agency’s costs to provide
the new revenue streams desired.
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2. Operational/Statutory Changes

Modification of Approach to Lottery Retailer
Compliance with the ADA

Since 1994, the Commission has been respon-
sible for inspecting retailer locations for com-
pliance with the Americans with Disabilities
Act (ADA), as required by the State Lottery
Act. Section 466.155 of the Texas
Government Code states:  “The Director shall
not issue a license to sell lottery tickets to
applicants who fail to certify to the Director
the applicants compliance with the Federal
Americans with Disabilities Act.”   

A review of Legislative history reveals the
intent of the Legislature was to make the Texas
Lottery accessible to all Texans.  Retailer loca-
tions should be accessible to everyone, includ-
ing physically challenged individuals, so that
players can enter (if applicable) and purchase
or redeem a lottery ticket. All applicants for a
sales agent’s license are required to certify that
their location is in compliance with the ADA
as set forth in the State Lottery Act.  The
inspection follows the State Lottery Act as it
relates to federal ADA guidelines.  During an
inspection, trained Claim Center staff inspects
all items on the ADA compliance checklist,
including areas of Texas Lottery retailer loca-
tions that a player needs to enter, if needed, to
purchase or redeem a lottery ticket.  

Retailer Services staff use the inspection results
to determine ADA compliant/non-compliant
status.  If any applicable area does not meet
ADA guidelines or is not within reasonable
tolerances for existing facilities as provided by
the ADA and Texas Accessibility Standards,
the Retailer Services staff sends a certified let-
ter to notify the retailer of areas that were
determined to be non-compliant.

Of the approximately 16,800 licensed lottery
retailers in Texas, approximately 45% are in
compliance with the ADA as it relates to the

State Lottery Act, making the games readily
accessible to players, including physically chal-
lenged individuals.  Over $5.2 million has
been expended toward this initiative since
ADA inspections were begun in FY94.  

Retailer bonuses earned by lottery retailers
who sold winning Lotto Texas jackpot tickets
and certain other winning high-tier on-line
and instant game tickets have been withheld
for non-compliance with the ADA until cor-
rective action is taken by the retailer.
Withholding bonuses has served as a very
effective tool in encouraging retailers to come
into compliance.  In an effort to maximize rev-
enue to the state, no license has been revoked
for non-compliance.

Claim Center staff have been responsible for
completing the checklist as each retailer loca-
tion is inspected and taking a series of Polaroid
photographs of the inspected location.  This
has led to large expenditures for equipment
and supplies.  The physical delivery of the
completed inspections and photographs to
headquarters has also required significant time,
effort, and expense.  

Based on the effort and funds expended thus
far towards this initiative and the general
accessibility of the games, the agency has
adjusted its approach to the ADA issue.  The
agency continues to withhold retailer bonuses
from qualifying retailers due to non-compli-
ance but has moved towards a complaint-based
regulatory stance for the rest of the retailer
base.  In short, ADA inspections occur only
for those retailers qualifying for retailer bonus-
es and for those retailers on which the agency
has received a formal written complaint
regarding ADA compliance.

Modification of Approach to Charitable
Bingo Enforcement Provisions 

There are a number of ways that the enforce-
ment authority of the CBOD could be
approached to help the division better meet its
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statutory mandate of ensuring that the games
are fairly conducted and the proceeds used for
their intended purpose.

One option would be to give the division sub-
poena and summary suspension authority.
Because bingo is a cash business, the power to
subpoena records is a necessary enforcement
tool and common authority for a regulatory
agency.  By having the authority to summarily
suspend a license, the division would be able
to prevent organizations from continuing to
incur liability against the state during the
administrative process.  

HB 3361 and HB 2578 filed during the 77th

Legislature, Regular Session, would have pro-
vided the Division that authority.
Another method that may help prevent
repeated violations of the Bingo Enabling Act
and Charitable Bingo Administrative Rules
would be to grant the CBOD the authority to
license individuals as workers.  There have
been a number of cases where organizations
have been cited for violations of the Bingo
Enabling Act and Charitable Bingo
Administrative Rules and those violations
have been traced back to one individual work-
ing for the organization.  Often times, individ-
uals work for multiple organizations and one
individual can cause several organizations’
licenses to be subject to administrative discipli-
nary action, including but not limited to, the
denial or revocation of a license.  By licensing
individuals, the division would be better able
to regulate charitable bingo.

Statutory changes to the Bingo Enabling Act
would be necessary to provide the division with
summary suspension/subpoena authority and
the authority to license individuals as workers.  
Licensees have expressed concerns about the
division’s desire to have subpoena and sum-
mary suspension authority for fear that the
authority will be abused by the agency.
Licensees have a general opinion that less reg-
ulation is better.  However, the activity is
gambling and, like gambling activities in

other states, it is subject to strict control and
close supervision.

Individuals on licensees’ records believe that
since they are already required to undergo a
background investigation, additional licensing
provisions would be unnecessary.  However,
those background investigations only check for
criminal history and do not take into consider-
ation violations of the Bingo Enabling Act and
Charitable Bingo Administrative Rules.  By
licensing the individual, the agency would be
better able to regulate charitable bingo.  Other
states’ bingo regulatory agencies provide for
this type of licensing structure as well as other
Texas state agencies.

Modification of Bingo Licensee Reporting
Activities

Given the current state of technology, the larg-
er classes of charitable bingo licensees should
be able to conduct their bingo-related report-
ing activities via an electronic connection to
the Charitable Bingo Operations Division.
This on-line connection would be similar in
nature to what the lottery retailers utilize.  The
greatest benefit of having licensees on-line
would be the ability to track inventory to help
ensure that the sale of bingo products were
being properly reported. Changes to the
Charitable Bingo Operations Division’s
method of receiving business activity informa-
tion from licensees on-line does not require a
statutory change.

However, some organizations may believe that
requiring them to report their business activi-
ties on-line with the agency would be an
undue regulatory burden.  The use of current
technology, however, would increase efficien-
cy and accuracy by doing away with the man-
ual process that now requires the quarterly
reporting of the same information.  The on-
line tracking of bingo inventory and real-time
reporting would result in the timely detection
of potential violations.



84Texas Lottery Commission

3. Agency Structure 

At this time, the current agency structure of
the Texas Lottery Commission is sufficient.

4. Opportunities to Increase Player
Information and Enhance Privacy 

Making prize winner information 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 commit-
ted to its mission statement that the lottery
games will be run in a manner that enhances
“public confidence 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 disclo-
sure of the identities of the individuals receiv-
ing public funds occurs regarding the lottery
prize payments.

Lottery prizes can be claimed by an individual
or by any other properly created legal entity,
such as a trust, a partnership or other 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 lottery prize.  Section 466.409 of the
State Lottery Act, in conjunction with Section
466.254 of the State Lottery Act, provides that
certain individuals are “not eligible to receive
a prize or share of a prize.”

In processing lottery claimants, even before
declaring a lottery ticket valid, the
Commission has adopted procedures to assure
that the claimant is not prohibited by law from
purchasing a ticket or claiming a prize.
Therefore, in the event that a non-individual
plans to claim a lottery prize, it is current prac-
tice of the Commission to require identifica-
tion of individuals in the organizational docu-

ments submitted to the Commission if the
claimant will be a legal entity, such as a part-
nership 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 prize winners is
public information, except the street address
and phone number of the prize winner.
Likewise, the Commission’s practice has been
to make information relating to a prize winner
public information in response to requests for
information under the Public Information
(Open Records) Act.

Recently, some prize winners’ attorneys are
claiming that key information regarding a non-
individual prize winner is confidential.  For
example, it has been asserted by a partnership
that the names of the partners who will share
in a prize should be confidential.  Therefore, if
it is asserted that the information is confiden-
tial and, absent an Attorney General decision,
the Texas Lottery is not able to make public
the information regarding the names of all the
partners in a partnership or the members of a
trust sharing in the prize, when prize winner
information is requested 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 releasing informa-
tion and leaving the public to question whether
the claimant is eligible by law to claim the
prize and whether the Commission followed
procedures. The public should have access to
the prize winner information without delay.
An amendment to the State Lottery Act to
state that certain information regarding a prize
winner is public information would provide
that the identity of all legal and beneficial
interests in a non-individual claim shall be dis-
closed to the public after the ticket is validated.



85 Strategic Plan 2003 - 2007

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
prize winner is a non-individual, the public
will be assured that those individuals identified
in the legal documents creating the non-indi-
vidual 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 excep-
tion from required disclosure for the home
addresses and home phone numbers for any of
the individuals.

Protecting Privacy of Members of the
“Players Database” 
An important component of lottery games is to
remain fresh and exciting to players.  The
Texas Lottery Commission receives informa-
tion from its playing public, as well as the non-
playing public, regarding the games and prod-
ucts, so that the Commission can deliver a
desired product to its purchasing public. The
Commission regularly seeks input from focus
groups regarding lottery games and products.
Technology is available to allow certain mem-
bers of the public who want to provide elec-
tronic information to the Commission and to
voluntarily participate as a member of a
“Player Database.”  

The Lottery Operator has introduced a player
database called “PlayerConnect™.”  Players 
voluntarily register to receive information, via e-
mail, on winning numbers drawn for on-line
games, new game information and promotions.
Registered players may also respond to surveys
regarding their likes, dislikes and opinions of lot-
tery games.  The Lottery Operator collects and
compiles the information and provides it to the
Commission without any personal identifiers.

It is believed that the player database would be
a more viable source of continuing informa-
tion, if the participants could be assured that
their personal identifying information would

not be subject to public disclosure. At this
time, the Texas Lottery Commission does not
have access to the information compiled by
the lottery operator; however, as a policy mat-
ter, it is thought that there may be differing
interpretations under the Texas Public
Information Act regarding the participant’s
personal information.

During the 77th Legislative Session, Regular
Session, HB 2589 was passed that recognized
the privacy rights of members of the public
who accessed information from a governmental
web page.  One provision of that bill amends
the Public Information Act to provide that e-
mail addresses of a member of the public “that
is provided for the purpose of communications
electronically with the governmental body” is
confidential by law.  Similar issues are present-
ed with regard to the player database and are
not addressed in HB 2589.  Members of the
public may be hesitant to offer candid opinions
regarding the lottery if there is a possibility
that their personal information, such as age,
gender, income, spending habits, street address,
phone number, etc. will be made public.

An amendment to the State Lottery Act
would provide an additional exception from
required public disclosure which would provide
that personal information identifying an indi-
vidual collected as part of a player database
would be confidential. The statutory change
would allow the Commission to offer a partici-
pant of the player database this additional pri-
vacy protection and continue to draw on their
input in developing enhanced services for lot-
tery players.

5. Opportunities to Clarify Agency
Authority and Streamline Agency Processes

Collection of charitable bingo prize fees
The current structure of prize fees collected by
the Charitable Bingo Operations Division
places an undue burden on bingo conductors
particularly on the sale and redemption of
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low-tier pull-tab tickets.  Currently the statute
requires that a 5% prize fee be collected on all
bingo prizes regardless of the amount of the
prize.  In other words, a one-dollar prize from
a pull-tab actually pays only ninety-five cents.
This requirement is not only burdensome for
organizations conducting charitable bingo,
forcing them to literally keep track of pennies,
but also for players and the agency.

For example, unlike a winning one-dollar lot-
tery ticket, a winning one-dollar bingo pull-tab
ticket only pays ninety-five cents to the player.
Therefore, this makes it difficult for a bingo
player to exchange a winning bingo pull-tab
ticket for another bingo pull-tab ticket.  This
same impact is felt on low-tier regular bingo
prizes as well.

Administering these prize fees is also time
consuming for the agency.  Auditors will often
have to spend time accounting for these small
amounts of money that the organizations may
not have recorded.

HB 3234, 77th Legislature, Regular Session,
included a provision that would have elimi-
nated the 5% prize fee on prizes of less than
$5.  However, it did not pass.

Amend the Bingo Enabling Act to eliminate
the 5% prize fee on prizes less than $5.
While simplifying processes for all those
involved, this change to the current structure
of prize fees would have a negative fiscal
impact of almost one million dollars in state
revenue.  While there may be a reduction in
the time spent on accounting by the organiza-
tions, reduced administrative resources
expended to conduct audits, and a possible
increase in bingo gross receipts, these benefits
cannot be quantified at this time to allow a
precise cost benefit analysis.

There is no clear consensus within the charita-
ble bingo industry as to what prize levels should
be exempted.  Some organizations have argued
the exempt amount should be as much as $50.

D. Key Resources 

State Employee Recruitment
Current economic conditions relevant to the
labor market have created opportunities for the
Texas Lottery Commission to recruit highly
skilled workers not otherwise available during
tighter labor markets. The Legislature’s recent
decision allowing state employees to retire
from state service and re-employ with the state
without limitations also increases the richness
of the labor pool for the Commission. 

Minority Businesses
The Texas Lottery Commission is committed
to ensuring that the economic development
opportunities provided by the Lottery extend
to minority-owned businesses and their com-
munities.  In Fiscal Year 2001, the Texas
Lottery Commission paid more than $16.5 mil-
lion in contracts and subcontracts to minority-
owned businesses.  Direct spending to minori-
ty-owned businesses increased from $3,644,008
in FY 2000 to $8,450,945 in FY 2001, and its
subcontracting activity from $6,887,894 to
$8,069,852 for the same period.  The total
expenditures represent a $6 million increase.

The separation of the Texas Lottery’s advertis-
ing services in 1999 into a General Market
Advertising contract and a Minority Market
advertising contract also allows the agency to
tap minority resources.  In addition to provid-
ing appropriate advertising to the Hispanic,
African American and Asian minority mar-
kets, the Minority Marketing advertising con-
tract increases opportunities for minority ven-
dors to be involved in subcontracts related to
minority advertising services.

Additional resources to achieve the agency’s
goal of increasing the inclusion of HUB and
minority-owned businesses in Commission pro-
curements is the Mentor Protégé Program,
which was implemented in February 2002 in
accordance with the adopted HUB Rules.  The
objective of the Mentor Protégé Program is to
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foster positive long-term relationships between
primary vendors (mentors) and HUBs (pro-
tégés), 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 in order to facilitate
their development and growth in areas other
than their current business expertise. The
Commission currently has five (5) mentors
approved and twenty (20) protégés approved
that are currently holding external meetings to
develop Mentor Protégé relationships. In the
development of a potential relationship, the
Mentor Protégé Program is neither a guarantee
of a contract opportunity nor a promise of
business.

Department of Information Resources
A key technological resource used by the Texas
Lottery Commission is the Department of
Information Resources (DIR) which provides
access to information and resources the agency
can’t maintain because of its limited staff.  The
state contracts DIR provides with access to
vendors with special skill sets or products is
extremely valuable, and makes the agency
much more responsive to the needs of our users.  

E. Employees’ Attitudes
A general analysis and comparison of the 2002
Survey of Excellence (SOE) results indicate
that the Texas Lottery Commission outper-
formed Similar Sized Agencies, Organizations
with Similar Missions, and the Benchmark for
All Respondents, in all five dimensions of
Work Group, Accommodations, Organizational
Features, Information, and Personal. 

The 2002 SOE results also indicate that the
Commission has improved in eighteen of the
twenty constructs identified in the SOE. The
Texas Lottery Commission improved signifi-
cantly over its 2000 results in Fairness (79
points), Time and Stress (71 points),
Availability (61 points), Empowerment (66
points), Supervisor Effectiveness (59 points),
and Burnout (51 points). 

Further, the 2002 SOE indicates that
Commission employees continue to hold the
belief that the agency is known for customer
service; that continuous improvement is a part
of the organizational culture; that the Texas
Lottery Commission has a good “feel” in the
workplace; that the agency seeks out and
works with relevant external entities; that the
agency offers a good benefits package; and that
employees intrinsically like their jobs and the
total work environment. 

The 2002 SOE suggests that Texas Lottery
Commission employees are very satisfied with
benefits, computer and information systems,
training opportunities, information regarding
job opportunities, and their physical work
environment.

The 2002 SOE points out a strong belief
shared by the responding employees that the
Texas Lottery Commission is an ethical work-
place and that conduct such as sexual harass-
ment is not tolerated.  According to the 2002
SOE, Texas Lottery Commission employees
feel that problems can be discussed with super-
visors, and that issues will be addressed before
eroding to a crisis.

Significant issues identified by our employees as
internal weaknesses are the SOE constructs of
Fair Pay and Internal Communication.  The
2002 SOE respondents’ perception of Fair Pay
fell nineteen points from the 2000 results.  As a
part of the agency’s action plan to address
employees 2002 SOE perceptions, the agency
will research why employees feel they are not
fairly paid, and utilize Internal Communications
to address those concerns, as appropriate.

The Commission has deployed a similar action
plan used to improve deficiencies noted in the
2000 survey to improve upon concerns identi-
fied in the 2002 SOE results. That is, establish
various committees consisting of a cross sec-
tion of employees at various levels in the 
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organization to review why employees’ percep-
tions are as indicated in the 2002 SOE regard-
ing a particular construct area.  Policies and/or
procedures will then be developed to correct
the deficiencies. 

Given the dynamic environment in which the
Texas Lottery Commission operates, employees
are asked daily to accept more responsibilities
and meet more challenges.  The agency’s man-
agement recognizes this and supports its
employees through internal and external train-
ing opportunities, mentoring programs, promo-
tion opportunities, advanced technology,
staffing efficiency studies, and its Employee
Assistance Program.

Appendix F has more details from the 2002
SOE.
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GOAL A: 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.

Outcome Measures:
K Percentage of retailers satisfied with Lottery Commission

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

K State revenue received per advertising dollar expended
Percentage of surveyed retailers identifying ways to
improve service delivery
Percentage of eligible players satisfied with services of the Texas 
Lottery
Percentage of eligible players identifying ways to improve service 
delivery
Percent of retailers with no recent violations

AGENCY GOALS,
OBJECTIVES AND MEASURES

Texas Lottery Commission
Appropriation Structure for FY 2003 - 2007
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STRATEGY: A.1.1. Lottery Operations
(Retailer Support, Claim Centers, and Licensing)

Definition: License lottery retailers, maintain and monitor retailer accounts
and collections; ensure vendor and retailer compliance with con-
tracts and policies, and operate 22 claim centers; oversee payments
on contracts to primary vendors for instant ticket manufacturing,
vending machines, warehousing and distribution of instant scratch
off tickets and other lottery retailing services.

Output Measures:
K Number of retailer business locations licensed

Number of denials or revocations of licenses
Number of prize checks issued from Claim Centers (thousands)
Dollars collected via the debt set-off program (thousands)
Number of new licenses issued to individual retailers
Number of licenses renewed to individual retailers

Efficiency Measure:
K Average cost per retailer location license issued

STRATEGY: A.1.2. Marketing, Research, Promotion

Definition: Determine the interests, opinions, awareness levels and purchase
behaviors of adult Texans for the planning, development and
implementation of effective games; educate players and provide
opportunities to learn about lottery products; broadcast lottery
drawings to ensure the integrity of the lottery’s numbers games;
communicate game information, marketing ideas and operational
information to lottery retailers; recruit new retailers; measure
retailer satisfaction with lottery operations and service.

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

K Number of surveys issued to retailers
Number of retailers surveyed
Number of retailers served
Number of eligible players surveyed
Number of eligible players served

Efficiency Measure:
K Average cost per survey issued
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STRATEGY: A.1.3. Advertising

Definition: Inform adult Texans by mass media (television, radio, newspaper,
billboards), point-of-sale materials and merchandising regarding
lottery games; provide consumers and retailers with notice of
end-of-game dates; provide information regarding procurement
opportunities for minority vendors.

Output 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 (millions)
Dollar amount of advertising budget spent on other ad media

Efficiency Measure:
K Percentage of adult Texans aware of Lottery advertising

STRATEGY: A.1.4. Security

Definition: Protect and maintain the security and integrity of Lottery games,
systems and drawings; assure the physical security of all
Commission operating sites; and investigate possible criminal
and regulatory violations.

Output Measures:
Number of investigations conducted

K Number of lottery complaints resolved

Efficiency Measures:
Average time for complaint resolution (days)

K Average cost per complaint resolved

STRATEGY: A.1.5. Central Administration

Definition: Execute and support all functions of the Texas Lottery
Commission through executive management, accounting, 
systems administration, information systems support, communi-
cations, legal services, purchasing support, budgeting and human
resources.
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GOAL B: 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.

Outcome Measures:
Percent of licensees with no recent violations
Percentage of Bingo inspections resulting in administrative sanctions
Percentage of Bingo audits resulting in administrative sanctions
Percentage of Bingo reports processed resulting in compliance action 

K Percent of complaints resulting in disciplinary action
Percent of complaints resulting in warning
Percent of documented complaints resolved within six months
Percent of Bingo applications processed within 60 days

K Net Bingo games revenue received by charitable organizations (in
millions)
Percent of surveyed customer respondents expressing overall 
satisfaction with services received
Percentage of organizations who fail to meet 35% charitable distri-
bution requirement

STRATEGY: B.1.1. Licensing

Definition: Determine the eligibility of bingo applicants and process bingo
license applications in a timely manner.

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

organizations
K Number of licenses renewed to individuals and organizations
K Number of temporary licenses issued to organizations

Number of applications denied and/or licenses revoked
Number of applications processed
Number of 1-800 calls handled

Efficiency Measures:
Average Bingo license processing time (days)

K Average cost per original license issued
K Average cost per temporary license issued

Average time for individual license issuance (days)
Average time for individual license renewal (days)
Average cost per annual license renewal issued

Explanatory Measure:
Number of annual license holders
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STRATEGY: B.1.2. Education and Development

Definition: Provide training seminars, publish informational newsletters, and
disseminate relevant information relating to regulatory require-
ments. Provide informational programs regarding the conduct of
bingo for fundraising purposes to appropriate organizations.

Output Measures:
Number of customers surveyed
Number of Bingo Bulletins distributed

Efficiency Measures:
Cost per customer surveyed
Average cost of Bingo Operator Training Class

Explanatory/Input Measures:
Number of customers responding
Number of participants in Bingo seminar presentations/Operator
Training Programs

STRATEGY: B.1.3. Bingo Law Compliance 

Definition: Conduct inspections, reviews, audits, and complaint investiga-
tions and take appropriate disciplinary action. Test bingo prod-
ucts used in the state of Texas. 

Output Measures:
Number of Bingo vendor and applicant inspections conducted
Number of Bingo audits and reviews completed

K Number of Bingo complaints resolved

Efficiency Measures:
Average time for Bingo complaint resolution (days)

K Average cost per Bingo complaint resolved
Average time to conduct compliance audit (hours)
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STRATEGY: B.1.4. Bingo Prize Fee Allocations and Accounting

Definition: Manage charitable bingo financial data regarding collections and
allocations of revenue in a manner that ensures funds are dis-
bursed to appropriate entities and notify organizations of regula-
tory matters in a timely manner.  Improve voluntary compliance
with the tax laws by maximizing the efficiency of the delinquent
taxpayer contact and collection program.

Output Measures:
Number of days to allocate payments to local jurisdictions
Percentage of quarterly reports without errors
Percentage of licensees that timely file quarterly reports
Percentage of licensees who fail to pay 
Number of Bingo reports processed

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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FY 2002

• Game Enhancements – Instant tickets and On-line games
• Lottery 10th year anniversary
• Charitable Bingo 20th year anniversary
• Demographic Study RFP
• Administrative Rule Development – Charitable Bingo Operations Division
• Mentor-Protégé Program
• Implementation – Business Subcontracting Plans
• On-line Employment Application
• Sunset 
• Implementation - Automated Charitable Bingo System (ACBS) 
• Conversion – new lottery operator contract
• Reorganization – Task Force/MAS/CCG recommendations
• Survey of Organizational Excellence
• Workforce Planning
• Strategic Plan – FY 2003-2007
• Financial Audit RFP
• Outside Counsel RFP – Intellectual Property
• Instant Ticket Manufacturer & Services RFP
• Financial System  RFP
• Advertising Services (General Market & Minority Market) RFP
• Legislative Appropriations Request (LAR) for 2004-2005
• Biennial Operating Plan (BOP) – IT
• Completion - Business Resumption Plan
• Website RFP
• Drawings Broadcast Studio Contract extension

FY 2003

• Intranet Development
• Balance Scorecard ( State Auditor)
• Administrative Rulemaking – Charitable Bingo Operations Division / L
• Rule Review (Complete by 8/31/04)
• Drawing Audit RFP
• Broadcast Studio Contract extension
• Biennial Operating Plan (BOP)
• Security Audit – implement and report
• Demographic Study – implement and report
• Sunset /  78th Legislative Session
• Implementation - Automated Charitable Bingo System (ACBS) 
• Subscription tickets
• Game Enhancement – Instant Tickets
• Green Ball Promotions 
• Implementation of legislation
• Implementation - Financial System 

Texas Lottery Commission
Current Year Activities and Agency Plans 

For FY 2003-2007
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FY 2004

• 1% retailer cashing bonus
• Security Audit RFP
• Demographic Study RFP
• Strategic Plan for 2005-2009
• Legislative Appropriations Request (LAR) for 2006-2007
• Survey of Organizational Excellence (SOE)
• Rule Review (complete by 9/1/04)
• IT – new PC’s – technology refresh
• Drawings Broadcast Studio RFP
• Game Enhancements
• Web-based Bingo transactions - licensing, filing, financial, government reports, operator training program

FY 2005

• Security Audit – implement and report
• 79th Legislative Session
• Implementation of legislation
• Security Guard/System RFP
• Game Enhancements
• Biennial Operating Plan – IT
• Internal Audit Peer Review

FY 2006

• Security Audit RFP
• Strategic Plan for 2007-2010
• Legislative Appropriations Request (LAR) for 2008-2009
• Survey of Organizational Excellence

FY 2007

• Security Audit – implement and report
• Biennial Operating Plan – IT
• Texas Commission on Human Rights (TCHR) Certification Review
• Rule Review (Complete by by 2008)
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Appendix A
Texas Lottery Commission
Strategic Planning Process

2002 Activities & Milestones

February 20 Texas Lottery Commission Executive Director appoints Communications
Director, Keith Elkins, 2003-2007 Strategic Plan Project Manager.

February 21 Agency Strategic Plan Task Force holds its first organizational meeting, 
establishes goals, roles, responsibilities, timetable.

February 27 Discussion of goals, outcome measures, strategies, efficiency and explanatory
measures.

March 5 Lottery Operations Division completes External/Internal Assessment and 
submits to Communications to review.

March 6 Commission provided update on plan development, timetable.

March 7 2nd Planning Meeting - Task Force discusses Lottery Operations planning 
elements.

March 10 Agency commissioners sent a letter outlining planning efforts and timetable.

March 11 Acting Information Technology Director calls for input on technology plan,
division needs.

March 12 Marketing Division completes External/Internal Assessment
and submits to Communications to review.

March 13 Staff begins review of plan instructions from LBB. Minority Development
Services submits HUB plan to Communications for review. 

March 14 3rd Planning Meeting - Group review of Marketing planning elements.
Discussed instructions, new plan outline.

March 19 Charitable Bingo completes External/Internal Assessment and submits to
Communications to review.

March 20 Project Manager briefs Chairman Tom Clowe on Strategic Planning process.

March 21 4th Planning Meeting - Group review of Charitable Bingo planning elements. 
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March 26 5th Planning Meeting - Discussion of plan outline with special emphasis on
structure of External/Internal Assessment, planning sessions scheduled.
Update on Workforce Planning Subcommittee; conducted Technology plan-
ning for Information Resources Strategic Plan. 

March 27 Security completes External/Internal Assessment and submits to
Communications to review.

April 9 6th Planning Meeting - agenda items: group review of Security planning ele-
ments; 2002 current activities; 2003-2007 major initiatives; service population
demographics, economic variables - impact on agency; employee issues/SOE;
self-evaluation items: agency accomplishments, success in meeting legal
requirements, serving critical populations, and achieving accreditation and
recognition; areas for improvement identified. 

April 18 7th Planning Meeting - status of plan provided; timetable set for submission to
Texas Lottery Commissioners. Approved agency mission, philosophy, with new
charitable bingo mission. Discussed Customer Service Report - reviewed suc-
cess in meeting performance measures, items from Compact with Texans.
Considered Information Resources Strategic Plan. Financial Administration
Director developing performance measures outcome projections with directors.

April 19 Subcommittee meets to finalize Workforce Plan elements.

April 22 Government Affairs submits federal/state legislative items to
Communications, reviewed by Legal.

April 29 First draft of External/Internal Assessment provided to Task Force.

May 6 8th Planning Meeting - Discussion - first draft of External/Internal
Assessment; resolve outstanding items and discuss HUB elements; final review
and approval of Workforce Plan and SOE Utilization Plan.

May 11 Revised draft to Graphics for first layout.

May 7-13 First changes to layout of plan received, reviewed, and text revised, as needed.

May 15 Customer Service Report, Changes to Measures and draft of Opening thru
External/Internal Assessment provided to Commissioners, Task Force.

May 20 Deadline for changes to draft.

May 23 Pages with substantive revisions submitted to Commissioners. 

May 28 Commission provided final draft of complete plan with all appendixes.

June 5 Final changes to measures per LBB provided to Commissioners.

June 10 Texas Lottery Commission approves Strategic Plan for 2003-2007.
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Appendix B
Texas Lottery Commission Organizational Structure

FY 2003 - 2007

COMMISSIONERS

CHARITABLE BINGO
OPERATIONS DIVISION

EXECUTIVE
DIVISION

INTERNAL AUDIT
DIVISION

COMMUNICATIONS
DIVISION

LEGAL
DIVISION

GOVERNMENTAL
AFFAIRS DIVISION

LOTTERY OPERATIONS
DIVISION

MARKETING
DIVISION

FINANCIAL
ADMINISTRATION

DIVISION

HUMAN RESOURCES
DIVISION

INFORMATION
TECHNOLOGY DIVISION

MINORITY DEVELOPMENT
SERVICES DIVISION

SECURITY
DIVISION
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Appendix C
Texas Lottery Commission

Outcome Projections
FY 2003 - 2007

2003 2004 2005 2006 2007
Lottery Outcomes

Percentage of Retailers Satisfied with 80% 80% 80% 80% 80%
Lottery Commission

Per Capita Net Lottery Sales $139.49 $137.19 $135.09 $133.12 $131.28 

Percentage of Net Lottery Sales Spent on 7% 7% 7% 7% 7%
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 1.04% 1.04% 1.04% 1.04% 1.04%

State Revenue Received Per Advertising Dollar $27.87 $27.87 $27.87 $27.87 $27.87
Expended

Percentage of Surveyed Retailers Identifying 25% 25% 25% 25% 25%
Ways to Impove Service Delivery

Percentage of Eligible Players Satisfied with 80% 80% 80% 80% 80%
Services of the Texas Lottery

Percentage of Eligible Players Identifying Ways 25% 25% 25% 25% 25%
to Improve Service Delivery

Percent of Licensees with No Recent Violations 95% 95% 95% 95% 95%
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2003 2004 2005 2006 2007
Bingo Outcomes

Percent of Licensees with No Recent Violations 85.00% 86.00% 88.00% 90.00% 90.00%

Percentage of Bingo Inspections Resulting in 30.00% 30.00% 30.00% 30.00% 30.00%
Administrative Sanctions

Percentage of Bingo Audits Resulting in 75.00% 75.00% 75.00% 75.00% 75.00%
Administrative Sanctions

Percentage of Bingo Reports Processed 5.00% 5.00%   5.00%  5.00%   5.00%
Resulting in Compliance Action

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

Percent of Complaints Resulting in Warning 10% 10% 10% 10% 10%

Percent of Documented Complaints Resolved within 90% 90% 90% 90% 90%
Six Months

Average Bingo License Processing Time (Days) 9.9 -   -   -   -   

Percent of Bingo Applications Processed 96.00% 96.00% 96.00% 96.00% 96.00%
within 60 Days

Net Bingo Games Revenue Received by $34.50 $34.50 $34.50 $34.50 $34.50
Charitable Organizations (in Millions)

Percentage of Organizations Who Fail to Meet 35% - 5.0% 5.0% 5.0% 5.0%
Charitable Distribution Requirement
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Appendix D
Texas Lottery Commission

Strategic Plan Performance Measures Definitions
FY 2003 - 2007

Goal A: Lottery

Outcome Measure:
Percentage of Retailers Satisfied with Lottery Commission

Short Definition:
This performance measure is intended to determine whether the Texas Lottery Commission is pro-
viding 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 of 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 calcu-
lated by taking the number of retailers responding positively to the questions regarding satisfaction
divided by the total number of retailers asked the question for the monthly in-person surveys.

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 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
estimates 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 tick-
ets, stolen tickets, ticket corrections and promotional ticket credits, and dividing by total state pop-
ulation (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 vendors 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
tickets, which is adjusted for returned tickets, stolen tickets, ticket corrections and promotional
ticket credits.

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 proce-
dures for collecting the proceeds from the sale of lottery tickets. The measure also provides an indi-
cation of the effectiveness of the collection and enforcement tools used by the Commission to col-
lect on delinquent accounts. This measure is important because it reflects the Commission’s per-
formance 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 Accounting staff
review reports generated by the Automated Collection System. Retailer accounts that have been
deemed uncollectible after 12 months and/or are in bankruptcy are identified and total dollar value
of the accounts is determined. Retailer Accounting staff acquire the total for ticket sales for the fis-
cal year for which the measure 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 fis-
cal year.

Data Limitations:
The reports relating to ticket sales and unpaid balances have well defined parameters. Retailer
Accounting 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 elec-
tronic and print media), compared to the annual net sale of Lottery tickets, which is adjusted for
returned tickets, 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
system.

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 correc-
tions 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.
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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
(including 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
reporting 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:
Percentage of Surveyed Retailers Identifying Ways to Improve Service Delivery

Short Definition:
This performance measure reflects the percentage of retailers suggesting ways to improve service
delivery by the Lottery.

Purpose/Importance:
This performance measure is intended to show that the Texas Lottery Commission makes a concert-
ed effort to solicit input from its retailer network.

Source/Collection of Data:
The monthly in-person surveys conducted by the Claim Center Staff as part of the Retailer
Research Survey provides the data.

Method of Calculation:
The percentage is calculated by taking the number of retailers responding to the “Page of
Enlightenment” form as part of the monthly retailer survey that enables retailers to provide sugges-
tions for improving the delivery of Lottery services and dividing it by the total number of retailers
responding to the survey.

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

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Lower than target.
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Goal A: Lottery

Outcome Measure:
Percentage of Eligible Players Satisfied with Services of the Texas Lottery

Short Definition:
This performance measure reflects the percentage of eligible players, persons 18 years and older, who
are satisfied with the services provided by the Texas Lottery.

Purpose/Importance:
This performance measure is intended to determine whether the Texas Lottery Commission is pro-
viding adequate services to its eligible player base.

Source/Collection of Data:
The data is collected as part of the monthly tracking surveys conducted by the Market Research
Services vendor.

Method of Calculation:
The percentage is calculated by taking the number of eligible players responding to the question
related to satisfaction of Lottery services and dividing it by the total number of eligible players
responding to the survey.

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

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Higher than target.
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Goal A: Lottery

Outcome Measure:
Percentage of Eligible Players Identifying Ways to Improve Service Delivery

Short Definition:
This performance measure reflects the percentage of eligible players suggesting ways to improve
service delivery by the Lottery.

Purpose/Importance:
This performance measure is intended to show that the Texas Lottery Commission makes a concert-
ed effort to solicit input from its eligible player base.

Source/Collection of Data:
The data is collected as part of the monthly tracking surveys conducted by the Market Research
Services vendor, as well as from the Customer Service area via phone calls, e-mail, and postal mail
correspondence.

Method of Calculation:
The percentage is calculated by taking the number of eligible players responding to the question
related to suggestions for improving Lottery services and the number of suggestions received by
Customer Service and dividing it by the total number of eligible players responding to the survey
plus the number of persons contacting Customer Service with Lottery-related issues.

Data Limitations:
The percentage is based on voluntary, self-report data.  Players may not be able to verbalize what
they view as an improvement.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Lower 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 lottery retailer locations at the end of the reporting period. A violation is defined as any vio-
lation 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
guidelines. This measure is important because it reflects (1) how effectively the Commission is com-
municating 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 pro-
duced from lottery retailer 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 percentage.

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:
Yes.

Desired Performance:
Higher than target.
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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
quarter 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 hear-
ing on licensees that do not comply with the Lottery Act or an applicable rule. The Retailer
Licensing section and Retailer Accounting section within the Lottery Operations Division refer
cases to the Legal Section 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 Licensing section of the Lottery Operations
Division on their database and within the Legal Section. License revocations are tracked in various
databases and spreadsheets maintained by the Retailer Accounting section and the Retailer
Licensing section. The Legal Section tracks the orders for revocation 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 revoca-
tions. A total for the number of license application denials and license revocations for the quarter is
compiled from data files maintained by Retailer Accounting and Retailer Licensing 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:
Number of Prize Checks Issued from Claim Centers (thousands)

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 infor-
mation indicated on the claim form is entered into the ProSys validation system. The successful val-
idation 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 the weekly summary reports for all claim centers.

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.1.1. Lottery Operations

Output Measure:
Dollars Collected Via the Debt Set-off Program (thousands)

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 win-
ners on a completed 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 men-
tioned 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 automatically generated by ProSys and provides the Financial Administration
Division with the information needed 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 New 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 appli-
cant(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 iden-
tifying 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 sub-
mitted during the period.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.



D - 16Texas Lottery Commission

Goal A: Lottery Strategy A.1.1. Lottery Operations

Output Measure:
Number of Licenses Renewed to Individual Retailers

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 help-
ful 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 retailer 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
complete 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 License Issued

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 Licensing 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
Licensing 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.1.1. Lottery Operations

Output Measure:
Number of Newsletters Distributed to Retailers

Short Definition:
This performance measure is intended to show that the Texas Lottery Commission makes a concert-
ed 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,
practical sales techniques, security issues, field staff information, and other related topics necessary
to market lottery products.

Source/Collection of Data:
Before a newsletter is printed, internal marketing staff meets regularly to discuss the contents, deter-
mine articles, which are current and relevant, and make writing assignments.

Method of Calculation:
During a given period, newsletters distributed are dependent upon the number of individual retail
locations and the number of chain and corporate account headquarters offices, numbers secured
from the Lottery’s Licensing section and the Lottery Operator’s Corporate Accounts department. For
the month of distribution, the number of retail licensees (provided by Retailer Accounting) is added
to the additional number of corporate account headquarter offices (provided by the Lottery
Operator).

Data Limitations:
The number of newsletters distributed is dependent upon the number of active retail locations and
corporate account headquarter offices.

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 Visits

Short Definition:
This performance measure reflects the number of retailers visited by the Lottery Operator’s sales rep-
resentatives.

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 vis-
its is dependent upon the number of individual retailer locations selling Lottery products, plus the
number of corporate account headquarter offices visited.

Method of Calculation:
Lottery Sales Representatives (LSRs) automatically record retailer visits using a card with a magnet-
ic 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.



D - 20Texas Lottery Commission

Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Output Measure:
Number of Surveys Issued to Retailers

Short Definition:
This performance 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:
Field and printed surveys are conducted under the supervision of the Lottery’s Marketing Division.

Method of Calculation:
Retailers are surveyed on a random basis so that all retailers are surveyed within a two-year period.
The number of surveys may vary from month-to-month but equal half the retailer base each year.
The number of printed surveys is determined by using the number of newsletters going to active
retailer locations and corporate account headquarter offices in a given month in which a survey is
issued. The number of licensed retailers (provided by Retailer Accounting) is added to the number
of corporate account headquarter offices (provided by the Lottery Operator) and multiplied by 4 to
account for the 4 newsletter surveys per year. This number is added to one-half the number of
licensed retailers and corporate accounts to account for the in-person surveys to total the number of
surveys issued to retailers.

Data Limitations:
The surveying process is a voluntary one for the retailers.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Output Measure:
Number of Retailers Surveyed

Short Definition:
This performance measure reflects the number of Lottery retailers who are surveyed within a fiscal
year.

Purpose/Importance:
This performance measure is intended to show the Lottery’s commitment to survey the entire retail-
er base within a fiscal year.

Source/Collection of Data:
Surveys are conducted and tracked under the supervision of the Lottery’s Marketing Division.

Method of Calculation:
The number of licensed retailers is obtained from the Licensing Division of the Lottery for the
months in which the newsletter surveys were distributed. The number of corporate account head-
quarter offices is obtained from the Lottery Operator for the months in which the newsletter surveys
were distributed. These two sets of numbers are added together to determine the number of retailers
surveyed.

Data Limitations:
The assumption is made that every retailer who receives the retailer newsletter containing a survey
will read and respond to the survey.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
The number of retailers surveyed should be within the +5 percent variance of the targeted number.
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Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Output Measure:
Number of Retailers Served

Short Definition:
This performance measure reflects the number of retailers served by the Texas Lottery Commission
and its vendors.

Purpose/Importance:
This performance measure is intended to show the Lottery’s commitment to serve the entire retailer
base within a fiscal year.

Source/Collection of Data:
Each Lottery retail location is assigned to a Lottery Operator sales representative who visits that
retailer once every two weeks (a sales cycle).

Method of Calculation:
The number of licensed retailers is obtained from the Licensing Division of the Lottery for the
months in which the newsletter surveys were distributed. The number of corporate account head-
quarter offices is obtained from the Lottery Operator for the months in which the newsletter surveys
were distributed. These two sets of numbers are added together and multiplied by two for the num-
ber of visits per month to provide the total number of retailer visits.

Data Limitations:
This calculation is dependent on the Lottery Operator’s commitment to its sales cycle of two weeks.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
The number of retailers served should be within the +5 percent variance of the targeted number.



D - 23 Strategic Plan 2003 - 2007

Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Output Measure:
Number of Eligible Players Surveyed

Short Definition:
This performance measure reflects the number of eligible players who are surveyed within a fiscal
year.

Purpose/Importance:
This performance measure reflects the Lottery’s commitment to gather the opinions and attitudes of
Texans as they relate to the Lottery.

Source/Collection of Data:
The number of eligible players surveyed is reported as part of the monthly tracking surveys conduct-
ed by the Market Research Services vendor.

Method of Calculation:
The number of eligible players responding to the monthly tracking survey is added cumulatively for
a quarterly report.

Data Limitations:
The number is based on an average number of 400 eligible players surveyed on a monthly basis. The
actual number may vary from month to month.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
The number of eligible players surveyed should be within the +5 percent variance of the targeted
number.
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Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Output Measure:
Number of Eligible Players Served

Short Definition:
This performance measure reflects the number of eligible players served by the Texas Lottery
Commission and its vendors.

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:
Population estimates are provided by the Comptroller of Public Accounts.

Method of Calculation:
The population estimate for persons 18 years and older from the Comptrollers Office is used for this
measure.

Data Limitations:
The population numbers from the Comptroller of Public Accounts are estimates and do not include
persons visiting Texas and playing Lottery games.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
The number of eligible players served should be within the +5 percent variance of the targeted
number.
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Goal A: Lottery Strategy A.1.2.  Marketing, Research, Promotion

Efficiency Measure:
Average Cost Per Survey Issued

Short Definition:
This performance measure provides the cost incurred in producing and distributing 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:
Field surveys are conducted by the Lottery’s Claim Center staff, under the supervision of the
Lottery’s 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 con-
sidered in overall costs only if a substantial portion of working time (over 5%) is dedicated to han-
dling retailer survey related work. Throughout the fiscal year, each quarterly report will include a
year-to-date average cost per survey issued. 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 completed.

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. Advertising

Output Measure:
Dollar Amount of Advertising Budget Spent on Print Media

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on
print advertising (i.e., major daily and minority newspapers).

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery prod-
ucts.

Source/Collection of Data:
Signed and approved cost estimates for print media jobs.

Method of Calculation:
This measure is calculated by taking the total actual amounts incurred during the quarter plus
amounts approved for spending on print media for the quarter or year-end total.

Data Limitations:
Amounts are based on signed and approved print media cost estimates due to the length of time
involved in the billing and invoicing process.

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.1.3. Advertising

Output Measure:
Dollar Amount of Advertising Budget Spent on Radio 

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on
radio advertising.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery prod-
ucts.

Source/Collection of Data:
Signed and approved cost estimates for radio media jobs.

Method of Calculation:
This measure is calculated by taking the total actual amounts incurred during the quarter plus
amounts approved for spending on radio media for the quarter or year-end total.

Data Limitations:
Amounts are based on signed and approved radio media cost estimates due to the length of time
involved in the billing and invoicing process.

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.1.3. Advertising

Output Measure:
Dollar Amount of Advertising Budget Spent on Television

Short Definition:
This performance measure reflects the number of dollars the Texas Lottery Commission spends on
television advertising.

Purpose/Importance:
Texas Lottery Commission advertising creates awareness and impacts sales of all Texas Lottery prod-
ucts.

Source/Collection of Data:
Signed and approved cost estimates for television media jobs.

Method of Calculation:
This measure is calculated by taking the actual amounts incurred during the quarter plus amounts
approved for spending on television media for the quarter or year-end total.

Data Limitations:
Amounts are based on signed and approved television media cost estimates due to the length of
time involved in the billing and invoicing process.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Advertising dollars spent for television media should be within the +5 percent variance of the tar-
geted amount.
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Goal A: Lottery Strategy A.1.3. Advertising

Output Measure:
Dollar Amount of Advertising Budget Spent on Other Ad 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 prod-
ucts.

Source/Collection of Data:
Signed and approved cost estimates for jobs, related to but not included in the print, radio or televi-
sion categories, as specified in the Marketing Budget Guidelines.

Method of Calculation:
This measure is calculated by taking the total actual amounts incurred during the quarter plus
amounts approved for spending on advertising-associated costs not included in the print, radio or
television categories media for a quarter or year-end total.

Data Limitations:
Amounts are based on signed and approved cost estimates for advertising-related services due to the
length of time involved in the billing and invoicing process.

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.1.3. Advertising

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:
An annual segmentation report shows the percentage total of aided awareness of specific game
advertisements.

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 col-
lected, tabulated and stored by the vendor(s), although the Texas Lottery Commission is provided
copies of final reports and 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 adver-
tising is divided by the total number 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 A: Lottery Strategy A.1.4. Security

Output Measure:
Number of Investigations Conducted

Short Definition:
This measure reports the number of administrative and criminal lottery investigations initiated by
the Security Division Lottery Investigators during the quarter.

Purpose/Importance:
This measure is important because it serves as a gauge to monitor voluntary compliance by licensees
as well as indicate where potential problems might be developing.

Source/Collection of Data:
The opening dates of an investigation are recorded in the case management tracking system in the
Security Division. 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 management tracking system in the Security Division.

Data Limitations:
Lottery priorities and other mandates may require that the Security investigators curtail some proac-
tive inspections.

Possible mandatory retail inventory rules may reduce the number of stolen tickets reported.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal A: Lottery Strategy A.1.4. Security

Output Measure:
Number of Lottery Complaints Resolved

Short Definition:
This measure reports the number of Lottery-related complaints investigated and closed by the
Security Division.

Purpose/Importance:
This measure is important because it allows the Security Investigation Division the ability to identi-
fy problem areas and assign needed resources.

Source/Collection of Data:
A resolved complaint is noted in the case file under the heading of supervisor approval. The number
of complaints resolved and completion dates are recorded in the case management tracking system
in the Security Division.

Method of Calculation:
This measure is calculated by recording the number of complaints closed within the quarter regard-
less of when the investigation was opened. The closing dates of the investigation are recorded in the
case management tracking system in the Security Division. The number of complaints resolved is
divided into the number of complaints projected for the year.

Data Limitations:
The complexity of the allegation(s) made may affect the number of days it takes to resolve a com-
plaint. 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 A: Lottery Strategy A.1.4. Security

Efficiency Measure:
Average Time for Complaint Resolution (days)

Short Definition:
This measure reports the average time for Lottery-related complaints resolved within the quarter.

Purpose/Importance:
This measure is important because it serves as a gauge in assuring that complaints are investigated
and completed in a timely and efficient manner.

Source/Collection of Data:
A resolved complaint is noted in the case file under the heading of supervisor approval. A resolved
complaint is defined as any complaint in which an allegation has been entered into the case man-
agement tracking system in the Security Division and a closing date has been assigned to the case by
a supervisor.

Method of Calculation:
A resolved complaint 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-related complaint case is opened
until the investigation is closed divided by the number of complaints investigated and resolved for
the quarter. Dates and number of cases are recorded in the case management tracking system in the
Security Division. The number of complaints resolved is then divided into the number of projected
resolved complaints for the year.

Data Limitations:
The complexity of the allegation(s) made may impact the number of days it may take to resolve a
complaint. 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:
Lower than target.
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Goal A: Lottery Strategy A.1.4. Security

Efficiency Measure:
Average Cost Per Complaint Resolved

Short Definition:
This measure reports the average cost for Lottery-related complaints resolved by the Security
Division within the reported quarter.

Purpose/Importance:
This measure allows division management to better allocate and monitor the division’s funds.

Source/Collection of Data:
The number of complaints resolved is captured by the case management tracking system in the
Security Division.  The Security Division’s cost for investigator 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, investigation and resolution
excluding supervisory salaries and excluding salary benefits costs. A resolved complaint is defined as
any complaint in which an allegation has been entered into the case tracking system in the Security
Division and a closing date has been assigned to the case. The total costs are divided by the number
of complaints resolved within the quarter. That cost is then divided into the projected cost per com-
plaint resolved for the year.

Data Limitations:
Costs per resolved complaint are difficult to project based on current economical fluctuations and
legislative changes.  The location of the complaint made as well as the location of the complainant,
suspect or witnesses may in some cases impact on the costs of resolving some complaints.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Below target.
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Goal B: Charitable Bingo

Outcome Measure:
Percent of Licensees with No Recent Violations

Short Definition:
This measure reports the ratio (in percent) of currently licensed Bingo organizations that have not
incurred an audit violation for the fiscal year to the total number of Bingo organizations currently
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, and Complaint Investigation, com-
pliance review and financial audit. A bingo licensee is considered currently licensed if it is either in
an active or APA status as of August 31 of the fiscal year.

Purpose/Importance:
This measure provides an indication of the effectiveness of taxpayer education through audits and
inspection of the taxpayer’s books and records.

Source/Collection of Data:
This data will be captured from the Audit Section’s LAN-based Audit History database system.

Method of Calculation:
This measure reports the ratio (in percent) of currently licensed Bingo organizations that have not
incurred an audit violation for the fiscal year to the total number of Bingo organizations currently
licensed.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Bingo Inspections Resulting in Administrative Sanctions

Short Definition:
This measure reports the ratio (in percent) of Bingo Books and Records Inspections, Tax Reviews,
Bingo Game Observation Assistance & Assessment Inspections, and Complaint Investigations
resulting in administrative sanctions to the total number of Bingo Books and Records Inspections,
Tax Reviews, Bingo Game Observation Assistance & Assessment Inspections, and Complaint
Investigations performed for the fiscal year.

Purpose/Importance:
This measure provides an indication of the effectiveness of taxpayer education through the inspec-
tion of the taxpayer’s books and records.

Source/Collection of Data:
This data will be captured from the Audit Section’s LAN-based Audit History database system.

Method of Calculation:
Number of Inspections conducted divided by the total number of inspections conducted.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Bingo Audits Resulting in Administrative Sanctions

Short Definition: This measure reports the ratio (in percent) of Bingo audits and reviews resulting
in administrative sanctions to the total number of Bingo audits and reviews performed for the fiscal
year. A Bingo audit can be either a compliance review 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 Audit Section’s LAN-based Audit
History database system.

Method of Calculation: Total number of Bingo audits and reviews resulting in administrative sanc-
tions divided by the total number of Bingo audits performed for the fiscal year.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Bingo Reports Processed Resulting in Compliance Action

Short Definition:
This measure reports the ratio (in percent) of quarterly reports processed resulting in Non-filer
notices, and Show Compliance letters to the total number of quarterly reports processed for the fis-
cal year.

Purpose/Importance:
This measure provides an indication whether or not licensees are understanding instruction and
training provided by Commission staff.

Source/Collection of Data:
The data is captured from PN347 - Total Returns Processed, BO255A - Compliance - Account
Examination Listing, and PN349 - Bingo Quarterly Status Report – Nonfilers.

Method of Calculation:
This measure is calculated by dividing the number of warning letters, proposed revocations and/or
suspensions) by the number of reports processed.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Lower than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percent of Complaints Resulting in Disciplinary Action

Short Definition:
Disciplinary actions are defined as agreed orders, suspensions, revocations and/or administrative
penalties.

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
number 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 suffi-
cient 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:
Percent of Complaints Resulting in Warning

Short Definition:
This measure is intended to determine whether the Texas Lottery Commission is providing adequate
education and training to charities. 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 of this measure is to measure voluntary compliance. It assures continued education and
training to charities by the Texas Lottery Commission.

Source/Collection of Data:
All warning information data is captured from the case management system in the Security
Division.

Method of Calculation:
The ratio (in percentage) of complaints resulting in a written or verbal warning divided by the total
number of complaints resolved in the fiscal year. All warning information data is captured from the
case management system in the Security Division.

Data Limitations:
Voluntary compliance by the Charities may result in fewer complaints being made against them.
Recent new 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:
Percent of Documented Complaints Resolved Within Six Months

Short Definition:
This measure reports the percentage of Bingo complaints resolved by the Security Division within
six months.

Purpose/Importance:
The purpose of this measure is to assure that complaints are quickly and efficiently addressed.

Source/Collection of Data:
The source documentation for complaint resolution is noted in the case file under the heading of
Supervisor approval on all completed complaint cases. The information is captured from the case
management tracking system in the Security Division.

Method of Calculation:
The measure is calculated by the ratio (in percentage) of complaints resolved in six months or less
to the total number of complaints resolved for the fiscal year. The summary data will be captured
from the case management tracking system in the Security Division.

Data Limitations:
The complexity of the allegations(s) made may affect the number of days it takes to resolve a specif-
ic complaint.

The availability of the complainant, suspect or witnesses may also play a role in the investigation
being completed within a specific time frame.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo

Outcome Measure:
Percent of Bingo Applications Processed Within 60 Days

Short Definition:
Reports the ratio (in percent) of bingo license applications processed within 60 days of being
received to the total number of applications received during the fiscal year.

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 Charitable Bingo System (CBS) computer
application system. PN359.B/Applications Processed within 60 Days Report and
PN617/Applications Entered Report.

Method of Calculation:
The total number of applications for each taxpayer type processed within 60 days divided by the
total number of records data entered for each taxpayer type (conductor, lessor, etc.) equals the per-
cent of applications processed within 60 days.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than target.
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Goal B: Charitable Bingo

Outcome Measure:
Net Bingo Games Revenue Received by Charitable Organizations (in millions)

Short Definition:
This measure reports the amount of dollars (expressed in millions) distributed by licensed conduc-
tors of bingo games from their bingo bank account to their general fund account(s).

Purpose/Importance:
This measure provides the amount of dollars used by licensed conductors for charitable purposes in
Texas, which is the purpose of charitable bingo.

Source/Collection of Data:
The data is reported by the licensee to the Commission on the quarterly report and is noted as
“Charitable distributions”. The ultimate amount distributed is dependent on the licensee’s ability to
efficiently operate its Bingo games and control expenses.

Method of Calculation:
Currently, bingo licensees report on a calendar quarter basis. As such, the third and fourth quarters
from the preceding year, as well as the first and second calendar quarters of the current year will be
utilized for this measure. The data for this measure is obtained from the division’s Charitable Bingo
System (CBS) computer application system. The data reported will be rounded to the nearest hun-
dred thousand and reported in the following format: $XX.X.

Data Limitations:
None.

Calculation Type:
Non-cumulative.

New Measure:
No.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo

Outcome Measure: 
Percent of Surveyed Customer Respondents Expressing Overall Satisfaction with Services
Received

Short Definition:
This measure reports the percentage of customers, defined as representatives of licensed organiza-
tions, expressing overall satisfaction with services received from the Bingo Division.

Purpose/Importance:
This measure is intended to show that the Bingo Division is adequately meeting the expectations of
our customers.

Source/Collection of Data:
Written surveys are given to participants in the Operator Training Program and to Operators at
bingo occasions where an Assessment and Assistance Inspection is conducted. The customer may
hand deliver or mail their responses.

Method of Calculation:
The total number of customers indicating a response of “Fair,” “Good” or “Excellent” on the survey,
divided by the total number of customers responding.

Data Limitations:
Responses are voluntary.

Calculation Type:
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo

Outcome Measure:
Percentage of Organizations Who Failed to Meet 35% Charitable Distribution Requirement

Short Definition: 
This measure reports the ratio (in percent) of organizations who fail to meet the 35% charitable dis-
tribution requirement.

Purpose/Importance: 
This measure will help determine the percentage of organizations not in compliance with the Bingo
Enabling Act and if there is a training need.

Source/Collection of Data:
The data is captured from PN606 – 4 Quarter Distribution.

Method of Calculation: 
This measure is calculated by dividing the number of organizations failing to make the required
charitable distribution by the number of original reports processed.

Data Limitations: 
Number of organizations required to file quarterly reports.

Calculation Type:  
Non-cumulative.

New Measure:
Yes.

Desired Performance:
Below Target.
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Goal B: Charitable Bingo Strategy B.1.1. Licensing

Output Measure:
Number of Original Licenses Issued to Individuals and Organizations

Short Definition:
This measure reports the number of licenses issued to individuals and organizations that do not have
a current annual license 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 Charitable Bingo System (CBS) provides the licensing information, through the
Application Processing Statistics report. PN617/Applications Issued Report.

Method of Calculation:
Total of all original applications issued including: Conductors, Lessors, Manufacturers, Distributors
and System Service Providers.

Data Limitations:
The ultimate number of original licenses issued is dependent on the number of individuals and
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

Output Measure:
Number of Licenses Renewed to Individuals and Organizations

Short Definition:
This measure reports the number of licenses issued to individuals and organizations that have a cur-
rent annual license for a Charitable Bingo activity in this state and have filed a renewal application
in a timely manner to continue conducting that activity.

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 Charitable Bingo System (CBS) provides the licensing information, through the
Application Processing Statistics report. PN617/Applications Issued 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
organizations requesting to renew their license as well as the completeness of the application, out-
standing tax liabilities, 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 Temporary Licenses Issued to Organizations

Short Definition:
This measure reports the number of temporary licenses issued to organizations to conduct a
Charitable Bingo game for one time only. An organization receiving a temporary license may or may
not hold an annual license to conduct Charitable Bingo.

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 Charitable Bingo System (CBS) provides the licensing information, through the
Application Processing Statistics report. PN617/Applications Issued Report.

Method of Calculation:
Total of all temporary licenses issued to organizations to conduct Charitable Bingo. Only organiza-
tions conducting Charitable Bingo may receive a temporary license.

Data Limitations:
The ultimate number of temporary licenses issued is dependent on the number of authorized organi-
zations requesting a temporary license to conduct Charitable Bingo.

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 Denied and/or Licenses Revoked

Short Definition:
This measure reports the number of applicants, organizations or individuals whose application is
denied or revoked.

The Bingo Enabling Act details specific actions and/or events that could result in an application
being denied or a license being revoked.

Purpose/Importance:
This measure indicates the number of licensees that do not comply with the Bingo Enabling Act
and were given due process.

Source/Collection of Data:
The Commission’s Charitable Bingo System (CBS) provides the licensing information, through the
Applications Revoked/Denied/Errors report. PN617/Revoked/Denied/Errors Report.

Method of Calculation:
The last page of PN617 provides the total number of licenses denied and/or revoked.

Data Limitations:
Organizations are given an opportunity to come into compliance. Those that do come into compli-
ance, no further action is taken and are not reflected in this measure. The small number that fail to
comply are then denied or revoked.

Calculation Type:
Cumulative.

New Measure:
No.

Desired Performance:
Lower 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
applications for original, renewal, amended and temporary licenses for System Service Providers,
Manufacturers, Distributors, Lessors and Conductors of Bingo operations. It includes those licenses
issued as well as those denied.

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:
PN617/Applications Issued, and Revoked/Denied/Errors Report from the CBS.

Method of Calculation:
The Commission’s Charitable Bingo System (CBS) provides the licensing information, through the
Applications Issued & Revoked/Denied/Errors report. The number of applications 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

Output Measure:
Number of 1-800 Calls Handled

Short Definition:  
This measure reports the number of 1-800 calls handled by examiners.

Purpose/Importance:  
This measure captures the significant workload related to answering the customers’ telephonic
inquiries.

Source/Collection of Data:  
BCMS Split 16/17 Report generated by IT.

Method of Calculation:  
The total number of 1-800 phone call received by examiners.

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.1.1. 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 Charitable Bingo System (CBS) computer
application system. PN359/Average Turnaround Time for Taxpayer Processing Report.

Method of Calculation:
The total number of records for each taxpayer type (conductor, lessor, etc.) multiplied by the aver-
age 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 lia-
bilities, 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 Original License Issued

Short Definition:
This measure reports the cost of issuing an original 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:
PN617/Applications Entered, Applications Issued Report from the CBS and the Audit Section’s
Pre-licensing and Interview Tracking System.

Method of Calculation:
It is calculated by dividing the number of original licenses issued into the total estimated costs asso-
ciated with processing original licenses within the Charitable Bingo Division for the fiscal year.
Calculate the percentage of original applications entered to the total number of applications
entered. Multiply that percentage by the Data Entry Clerk’s monthly salary. Calculate the percent-
age of original licenses issued to the total number of licenses issued. Multiply that percentage by the
estimated percentage of time spent by the Administrative Technician and multiply that by the
monthly salary. Multiply the Licensing Examiners’ salaries by the estimated percentage of time spent
working originals. Calculate the percentage of time spent by the Auditors on pre-licensing inter-
views and site verifications for the quarter. Multiply that percentage by the average of the Auditors’
monthly 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 num-
ber of original licenses issued for the quarter. This figure represents the average cost per original
license issued for the current quarter.

Data Limitations:
None.

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 Temporary License Issued

Short Definition:
This measure reports the cost of issuing a temporary 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:
PN617/Applications Entered, Applications Issued Report from CBS and the Accounting Section’s
Edit Tracking System.

Method of Calculation:
Calculate the percentage of temporary applications entered to the total number of applications
entered including amendments. Multiply that percentage by the Data Entry Clerk’s monthly salary.
Calculate the percentage of temporary licenses issued to the total number of licenses issued.
Multiply that percentage by the estimated average amount of time the Administrative Tech spends
on mailing licenses and multiply that figure by the Administrative Technician’s monthly salary.
Identify Licensing Examiners who worked temps. Use current salaries and multiply each by approxi-
mate amount of time they work licenses. Calculate the percentage of time spent on the review of
edits relating to temporary licenses. Multiply that percentage by the Accounting Service Examiner’s
monthly salary. Total the percentage of monthly salaries for the Data Entry Clerk, Administrative
Technician, Licensing Examiners, and Accounting Service Examiners. Multiply the sum by three for
the three months in the quarter. Divide the sum by the total number of temporary licenses issued for
the quarter. This figure represents the average cost per temporary license issued for the current quar-
ter.

Data Limitations:
None.

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 Time for Individual License Issuance (days)

Short Definition:
This measure reports the cumulative average time from receipt of each original license application
to issuance of license, divided by the number of original licenses issued each fiscal year.

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 Charitable Bingo system (CBS) provides the licensing information, through
PN356/Average Turnaround Time for Taxpayer Processing Report.

Method of Calculation:
The total number of Original records for each taxpayer type (conductor, lessor, etc.) multiplied by
the average number of days for each Original application type equals the total number of days to
process an Original application type. Add the total number of Original records and the total average
number of days to process each Original applications type. The total number of days to process each
Original application type divided by the total number of Original records equals the average pro-
cessing time in days.

Data Limitations:
The average time is dependent on the number of individuals and organizations applying for an origi-
nal license as well as the completeness of the application, 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 Time for Individual License Renewal (days)

Short Definition:
This measure reports the cumulative average time from receipt of each completed license renewal
application to issuance of license, divided by number of license renewals issued each fiscal year.

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 Charitable Bingo System (CBS) provides the licensing information, through the
Average Turnaround Time for Licenses Issued report.

Method of Calculation:
The total number of renewal records for each taxpayer type (conductor, lessor, etc.) multiplied by
the average number of days for each renewal application type equals the total number of days to
process a renewal application type. Add the total number of renewal records and the total average
number of days to process each renewal application type. The total number of days to process each
renewal application type divided by the total number of renewal records equals the average process-
ing time in days.

Data Limitations:
The average time is dependent on the number of individuals and organizations requesting to renew
their license as well as the 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 Annual License Renewal Issued

Short Definition:  
This measure reports the average cost of issuing a license renewal.

Purpose/Importance:  
This measure is an indicator of our efficiency.

Source/Collection of Data:  
PN617/Applications Entered, Applications Issued Report from CBS and the Accounting Section’s
Edit Tracking System.

Method of Calculation:  
Calculate the percentage of renewal applications entered to the total number of applications
entered including amendments.  Multiply that percentage by the DE Clerk’s monthly salary.
Calculate the percentage of renewal licenses issued to the total number of licenses issued.  Multiply
that percentage by the estimated average amount of time the Admin Tech spends on mailing licens-
es and multiply that figure by the Admin Tech’s monthly salary.  Identify Licensing Examiners who
worked renewals.  Use current salaries and multiply each by approximate amount of time they
worked renewal licenses.  Calculate the percentage of time spent on the review of edits relating to
renewals.  Multiply that percentage by the Accounting Service Examiner’s monthly salary.  Total
the percentage of monthly salaries for the DE Clerk, Admin. Tech., Licensing Examiners, and Acct
service Examiners.  Multiply the sum by three for the three months in the quarter.  Divide the sum
by the total number of renewal licenses issued for the quarter.  This figure represents the avg cost
per renewal license issued for the current quarter.

Data Limitations:
The cost is influenced by the number of licensees renewing their license and on their ability to
timely and accurately complete the application process.

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 hold an active bingo license on the last day
of the month of each quarter.

Purpose/Importance:  
This measure identifies the number of licensees who can renew.

Source/Collection of Data:  
PN619/Active Licenses by Type & Class.

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 Customers Surveyed

Short Definition:
This measure reports the total number of customers, defined as representatives of licensed organiza-
tions, handed a survey.

Purpose/Importance:
This measure is intended to show that the Bingo Division is adequately meeting the expectations of
our customers

Source/Collection of Data:
Written surveys are given to participants in the Operator Training Program and to Operators at
bingo occasions where an Assessment and Assistance Inspection is conducted. The customer may
hand deliver or mail their responses.

Method of Calculation:
The total number of customers receiving a survey.

Data Limitations:
Number of attendees at the Operator Training Program and the number of Assessment and
Assistance Inspections conducted.

Calculation Type:
Cumulative

New Measure:
Yes

Desired Performance:
Higher than targeted.
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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 materi-
als 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:
Cost Per Customer Surveyed

Short Definition:
This measure reports the average cost of conducting the survey, by customer.

Purpose/Importance:
This measure is intended to demonstrate the desire of the Bingo Division to gather customer feed-
back in a cost efficient manner.

Source/Collection of Data:
Employee hours required to prepare, administer, data enter, analyze and summarize surveys and cost
of materials utilized.

Method of Calculation:
The number of hours each employee spends associated with conducting and analyzing the survey,
times their respective hourly wage, divided by the number of customers receiving a survey question-
naire.

Data Limitations:
None

Calculation Type:
Non-cumulative

New Measure:
Yes

Desired Performance:
Lower than targeted.
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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, materi-
als, postage and equipment) divided by the total number of Bingo Operator Training Programs con-
ducted, 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.1.2. Education and Development

Explanatory/Input Measure:
Number of Customers Responding

Short Definition:
This measure reports the total number of customers, defined as representatives of licensed organiza-
tions, responding to the survey.

Purpose/Importance:
This measure is intended to show that the Bingo Division is adequately meeting the expectations of
our customers.

Source/Collection of Data:
Number of surveys returned with responses.

Method of Calculation:
The total number of customers returning a completed survey.

Data Limitations:
Customers desire to return completed survey.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo Strategy B.1.2. Education and Development

Explanatory/Input Measure:
Number of Participants in Bingo Seminar Presentations/Operator Training Programs

Short Definition:  
This measure reports the estimated number of participants in Bingo seminar presentations and
Bingo Operator Training Programs.  Bingo seminars are presentations made to a particular group or
groups of licensees.  Bingo Operator Training Program is a mandatory training for operators of
licensed authorized organizations.

Purpose/Importance:
This measure provides education to taxpayers with the goal of educating them in the proper method
of establishing and maintaining bingo related accounting records and completing and submitting
licensing forms with as few discrepancies as possible.

Source/Collection of Data:
Summary report as prepared by Audit Trainer and LAN Based Bingo Operator Training database.

Method of Calculation:
Counting the number of estimated participants in the audience and verifying this number where
possible.

Data Limitations:
The tabulation might include counting some licensees more than once if those licensees attended
more than one seminar in a fiscal year.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Higher than targeted.
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Goal B: Charitable Bingo Strategy B.1.3. Bingo Law Compliance

Output Measure:
Number of Bingo Vendor and Applicant Inspections Conducted

Short Definition:
This measure reports the total number of Bingo manufacturer, distributor and applicant inspections,
including Site Verification Inspections, Pre-Licensing Interviews, Book and Records inspections,
Bingo Game Observation Assessment & Assistance Inspections, and Complaint Investigations con-
ducted and reported to headquarters by Audit and Security Division 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 and
from the case management tracking system in the Security Division.

Method of Calculation:
The total number of inspections conducted and reported to headquarters by Audit and Security
Division 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

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 compliance 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
licensee 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

Output Measure:
Number of Bingo Complaints Resolved

Short Definition:
This measure reports the number of Bingo-related complaints that are investigated and closed by
the Security Division.

Purpose/Importance:
This measure is important because it allows the Security Investigation Division the ability to identi-
fy problem areas and assign needed resources.

Source/Collection of Data:
The number of complaints and completion dates are recorded in the case management tracking sys-
tem in the Security Division.

Method of Calculation:
Number of Bingo-related complaints that are investigated by the Security Division and closed by a
supervisor during the quarter, regardless of when the complaint was actually opened. A resolved
complaint is noted in the case file by the supervisor under the heading of approval. The total num-
ber of resolved complaints is divided by the number of projected resolved complaints for the fiscal
year.

Data Limitations:
The complexity of the allegation(s) made may affect the number of complaints resolved within the
quarter.

Complainant, suspect or witness availability 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

Efficiency Measure:
Average Time for Bingo Complaint Resolution (days)

Short Definition:
This measure reports the average time for Bingo-related complaint resolution by the Security
Division.

Purpose/Importance:
This measure is important because it serves as a gauge in assuring that complaints are investigated
and completed in a timely and efficient manner.

Source/Collection of Data:
The number of resolved complaints is captured in the case management tracking system in the
Security Division. Captured information includes the number of complaints closed to include the
closure date.

Method of Calculation:
The total number of days from the date each Bingo-related complaint is opened until a Security
supervisor closes the investigation divided by the total number of completed complaints for the
quarter. The total number of complaints resolved is then divided into the number of projected
resolved complaints for the fiscal year.

Data Limitations:
The complexity of the allegation(s) made may impact on the number of days it may take to resolve
a complaint.

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

Efficiency Measure:
Average Cost Per Bingo Complaint Resolved

Short Definition:
This measure reports the average cost per Bingo-related complaint resolved by the Security
Division.

Purpose/Importance:
This measure allows division management to better allocate and monitor the division’s funds.

Source/Collection of Data:
The Security Division’s costs for investigator salary and travel expenses are obtained from records
maintained in the Financial Administration Division. The number of Bingo-related complaints
resolved is captured from the case management tracking system in the Security Division.

Method of Calculation:
Total costs include salaries and travel costs for the Security investigators assigned to Bingo com-
plaints processing, investigating and resolution. This cost does not include salary benefit costs,
supervisor’s salaries and other indirect costs. Total costs are divided by the number of complaints
resolved within the quarter. That cost is then divided into the projected cost per complaint resolved
for the fiscal year.

Data Limitations:
Costs per resolved complaint are difficult to project based on current economical fluctuations and
legislative changes.

The location of the complaint made as well as the location of the complainant, suspect or witnesses
may in some cases impact on the costs of resolving some complaints.

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

Efficiency Measure:
Average Time to Conduct Compliance Audit (Hours)

Short Definition:
This measure reports the average number of hours spent by an auditor preparing, conducting and
finalizing 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
compliance audits completed.

Data Limitations:
None.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Lower than targeted.
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Goal B: Charitable Bingo Strategy B.1.4. 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 responsi-
bility to local jurisdictions to return local prize fees collected in the most efficient and effective
manner possible.  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:
Percentage of Quarterly Reports Without Errors

Short Definition:  
This measure reports the ratio (in percent) of quarterly reports processed into the Charitable Bingo
System without the aid of the Accounting Services Section addressing any calculation errors.

Purpose/Importance:  
This measure will help the Accounting Services Section determine if there is a training need in a
particular area of the quarterly report.

Source/Collection of Data:  
The data is captured from PN347 – Total Returns Processed and Mail Merge “Adjustment Letters”.

Method of Calculation :  
This measure is calculated by dividing the number of adjustment letters by the number of original
reports processed.

Data Limitations:  
Number of licensees required to file quarterly reports.

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:
Percentage of Licensees That Timely File Quarterly Reports

Short Definition:
This measure reports the ratio (in percent) of quarterly reports postmarked on or before the due date
and entered into the Charitable Bingo System.

Purpose/Importance:
This measure will help the Accounting Services Section determine if there are licensees who habit-
ually file late and/or if there is a training need.

Source/Collection of Data:
The data is captured from PN347 – Total Returns Processed and Excel Spreadsheet “Billings”.

Method of Calculation:
This measure is calculated by dividing the number of billing statements by the number of original
reports processed.

Data Limitations:
Number of licensees required to file quarterly reports.

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 

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 com-
ply 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:
Yes.

Desired Performance:
Below Target.



D - 75 Strategic Plan 2003 - 2007

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:
PN437 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.
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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
service 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 PN430 Operator’s Quarterly Report, PN 431 Manu/Dist Quarterly
Report, PN432 Manu/Dist Quarterly Report Supplement, and PN 435 Lessor Quarterly Report.

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:
Yes.

Desired Performance:
On target.
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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
periodically for accuracy.

Calculation Type:
Cumulative.

New Measure:
Yes.

Desired Performance:
Target.
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Appendix E
Texas Lottery Commission

Workforce Plan
FY 2003 - 2007

I. Overview

AGENCY MISSION

Texas Lottery: Administer and market state 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.

Charitable Bingo: Provide authorized organizations the opportunity to raise funds for their charita-
ble 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 PHILOSOPHY 

The Texas Lottery Commission combines private business management principles with public serv-
ice standards of conduct in all its operations. While recognizing the importance of cooperation with
our vendors, we also believe that the Commission must continue to operate independently and
avoid any appearance of undue influence. Because public trust is essential for our success, we will
hold our employees, retailers, licensees and vendor partners to extremely strict ethical standards,
and we will adhere to procedures that ensure accountability and reliability at all levels.  We will
maintain an interest in and play a leadership role in state issues that affect and have an impact on
the agency and on its industries. We will balance the state’s interest in increased Lottery sales and
revenues with a commitment to not unduly influence players to participate in our games. We will
continue to examine and review the operations of charitable bingo to maximize the benefits to the
charities. We will strive to ensure that all expenditures directly or indirectly generate revenues for
the appropriate beneficiary, enhance the security of the games, improve customer service and/or
boost employee productivity. We will continually improve our products and our services by soliciting
and responding to the legitimate concerns expressed by our employees, retailers, licensees, and the
playing and non-playing public. 
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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.

STRATEGIES:  
A.1.1. Lottery Operations (Retailer Support, Claim Centers, and Licensing)
Definition: License lottery retailers, maintain and monitor retailer accounts and col-
lections; ensure vendor and retailer compliance with contracts and policies, and oper-
ate the 22 claim centers; oversee payments on contracts to primary vendors for instant
ticket manufacturing, vending machines, warehousing and distribution of instant
scratch off tickets and other lottery retailing services.

A.1.2. Marketing, Research, Promotion
Definition: Determine the interests, opinions, awareness levels and purchase behaviors
of adult Texans for the planning, development and implementation of effective games;
educate players and provide opportunities to learn about lottery products; broadcast lot-
tery drawings to ensure the integrity of the lottery’s numbers games; communicate game
information, marketing ideas and operational information to lottery retailers; recruit new
retailers; measure retailer satisfaction with lottery operations and service.

A.1.3. Advertising
Definition:  Inform adult Texans by mass media (television, radio, newspaper, bill-
boards), point-of-sale materials and merchandising regarding lottery games; provide
consumers and retailers with notice of end-of-game dates; provide information regard-
ing procurement opportunities for minority vendors.

A.1.4. Security
Definition: Protect and maintain the security and integrity of Lottery games, systems
and drawings; assure the physical security of all Commission operating sites; and inves-
tigate possible criminal and regulatory violations.

A.1.5. Central Administration
Definition:  Execute and support all functions of the Texas Lottery Commission
through executive management, accounting, systems administration, information sys-
tems support, communications, legal services, purchasing support, budgeting and
human resources.
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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 man-
ner; 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 disci-
plinary action for violators of these statutes and regulations.

STRATEGIES: 
B.1.1. Licensing
Definition:  Determine the eligibility of bingo applicants and process bingo applica-
tions in a timely manner.

B.1.2. Education and Development
Definition: Provide training seminars, publish informational newsletters, and dissemi-
nate relevant information relating to regulatory requirements. Provide informational
programs regarding the conduct of bingo for fundraising purposes to appropriate organ-
izations.

B.1.3. Bingo Law Compliance 
Definition:  Conduct inspections, reviews, audits, and complaint investigations and
take the appropriate disciplinary action. Test bingo products for use in the state of
Texas. 

B.1.4. Bingo Prize Fee Allocations and Accounting
Definition:  Manage charitable bingo financial data regarding collections and alloca-
tions of revenue in a manner that ensures funds are disbursed to appropriate entities
and notify organizations of regulatory matters in a timely matter.  Improve voluntary
compliance with tax laws by maximizing the efficiency of the delinquent taxpayer
contact and collection program.

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 regu-
lation and administration of all Charitable Bingo related activities in the State of Texas.  It con-
tributes to the regulatory and revenue tax collection functions of the agency.  The Division licenses
all bingo related activities, collects taxes and prize fees generated from conduct of charitable bingo,
audits bingo licensees, conducts tests on bingo products intended for use in Texas such as bingo
paper, pull-tabs and electronic equipment and makes quarterly allocations to local units of govern-
ment for their share of prize fees.  



E - 4Texas Lottery Commission

STRUCTURE

The three-member Texas Lottery Commission sets policy, promulgates rules for the agency, and per-
forms all other duties required by law.  The Governor appoints Commission members, with the
advice and consent of the Senate, to staggered six-year terms.  Commission members serve without
salary.

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 is responsible for the agency’s day-to-day operations, ensuring that the staff car-
ries 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 applicable state law and Commission policies.  The Internal Audit Director
works to ensure internal and external controls are adequate to improve the efficiency and effective-
ness of the Commission.

The agency is divided into several divisions: Executive, Charitable Bingo Operations, Internal
Audit, Communications, Financial Administration, Governmental Affairs, Human Resources,
Information Technology, Legal, Lottery Operations, Marketing, Minority Development Services,
and Security.  

In July of 2000, the Management Advisory Services (MAS) Department of the State Auditors
Office was contracted by the Texas Lottery Commission to perform a management and structural
analysis of several divisions within the agency, including  Lottery Operations, Marketing, Financial
Administration and Information Technology.  

In October of 2001, the Executive Director appointed a Task Force to review the final report and
concurrent recommendations of the MAS team and examine opportunities for the agency to
increase organizational efficiency.  The Task Force took into account not only the MAS report but
other staffing options that, although not specifically identified by the MAS report or recommenda-
tions, were discussed in the MAS management meetings or arose separately and fit within the over-
all charge of the Task Force.  The findings and recommendations of the Council on Competitive
Governments analysis was also considered by the Task Force in a process that provided the opportu-
nity for careful self-evaluation. As a result of the work of the Task Force, several functions within
the agency were re-organized and/or moved to other divisions to create an organizational structure
that would serve the agency better. 
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Table E-1
FTE Allocation by Division

Division FTE
Executive Administration 7
Internal Audit 3
Charitable Bingo Operations 48.5
Communications 16
Financial Administration 22
Governmental Affairs 3
Human Resources 8.5
Information Technology 29.75
Legal 8.75
Lottery Operations 115.5
Marketing 24
Minority Development Services 3
Security 45
TOTAL 335*
*1.0 pending reallocation as part of restructuring process begun 05/02/02 

Source: Texas Lottery Commission

The Executive Director’s position is the only position within the TLC exempt from the State
Position Classification Plan.  The Executive Director’s position is listed in Article IX, Sec. 3.05,
Scheduled Exempt Positions as a Group 5 salary range, but capped at $110,000. 

The current economic conditions in Central Texas are favorable to the Lottery Commission for hir-
ing and retaining qualified Information Technology personnel.  As recently as two years ago, it was
very difficult to attract the same quality people.  The thousands of layoffs from private industry in
the local area have allowed us to find the Information Technology resources needed.  These condi-
tions may continue for the near future.  We hope to complete the reorganization of our IT Division,
following the recommendations of the MAS Group, and fill all IT vacancies while we have these
favorable conditions.

ANTICIPATED CHANGES TO THE MISSION, STRATEGIES, AND GOALS 

The Texas Lottery Commission uses private business management principles and public service stan-
dards 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 begin-
ning in March 2002.  As the general mission of the Sunset process is to determine if an agency’s
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functions continue 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 our operation in detail, to provide
justification for various business strategies, to expound on our major accomplishments, and to sug-
gest our biggest opportunities for improvement.  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 fol-
lows:

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 carry-
ing 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?

Sunset staff is currently reviewing the Texas Lottery Commission, including interviewing
Commission staff, evaluating agency and division performance reports, and examining all aspects of
our operation.  Sunset staff is also soliciting input from interest groups, such as the Bingo Advisory
Committee and lottery retailer organizations, to determine additional issues of importance to our
customers and our public.  Once the review is complete, the Sunset Commission will publish a staff
report and conduct a public hearing to provide an opportunity for Sunset staff to present their rec-
ommendations, give the agency an opportunity to formally respond to the recommendations, and
allow for public comment.  Additional hearings will take place to finalize recommendations and
solicit additional specific testimony, if needed.
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At the beginning of the 78th Legislative Session in January of 2003, the Sunset Commission will
provide the Legislature with its report on the Texas Lottery Commission.  The Sunset Commission’s
report on a particular agency must include a recommendation to either abolish or continue the
agency and may also include other recommendations including legislative changes.  If the Sunset
Commission recommends an agency be continued, the Sunset Commission must provide draft legis-
lation to the Legislature to continue the agency for up to twelve (12) years.

As previously stated, the Sunset SER allowed the agency to suggest our biggest opportunities for
improvement.  These strategic opportunities are described below.

MARKETING STRATEGIES

• The Marketing Division has implemented a new Instant Ticket Game Plan that features a cus-
tomized scratch-off game inventory, distribution and point-of-sale advertising plan for its retail-
ers based on the store type and certain sales criteria.  Customization has given individual atten-
tion to each retailer’s needs by offering the proper game mix, inventory and advertising, thus
maximizing sales.

EXPANDING USE OF NEW TECHNOLOGY AND THE INTERNET

• The Lottery Operations Division is currently exploring various licensing and fee collection
methods that can be utilized by the public via the agency website.  Another opportunity for
improvement through technology exists in the end-of-game reconciliation process.  With future
modifications to the Lottery Operator operating system, instant ticket games could be reconciled
incrementally as a game matures.  A final report could be generated after the end-of-validation
date.  Lottery Operations Division staff could then verify the number of tickets received from
the Instant Ticket Vendor with the ending balance.  This would allow for a more timely recon-
ciliation of games.

• The Financial Administration Division has recently completed an RFP (Request for Proposal)
process to acquire a new integrated financial system for the agency.  The agency will benefit
from a fully integrated financial accounting system to support the ever-increasing financial
reporting needs.  The financial accounting system will include purchasing and budget modules
that will integrate with the accounts payable module and interface with the general ledger as
well as the Uniform Statewide Accounting System.  This will assist the agency in reaching its
goal of receiving the Certificate of Achievement for Excellence in Financial Reporting from the
Government Finance Officers Association of the United States and Canada.

• The Information Technology Division is investigating storage area networks with redundant sys-
tems so users are not affected by localized hardware or software problems.  The division is also
migrating a variety of databases to Oracle and implementing a data warehouse to improve data
integrity, availability, and reporting.  These changes are being made in conjunction with the
implementation of a new lottery operator system, which will provide a new Internal Control
System.
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• Communications with field offices would be enhanced if video conferencing connected all field
office locations to agency headquarters.

• Implementing streaming video technology to broadcast live drawings has increased use of the
Texas Lottery’s web site as a source of drawings results for players.

• The Human Resources Division would also benefit from new technology and an expanded use of
the Internet.  This division is exploring the development of an automated HR system with the
ability to capture and cross reference employee data, automatically generate forms and provide
ad hoc reporting capabilities.  The division is also interested in using the Internet to allow appli-
cants to submit the State of Texas application electronically, thus streamlining the application
process.

• The Charitable Bingo Operations Division (CBOD) has contracted with a vendor to provide a
thorough business analysis, design, development and implementation of a new CBS that will
adequately support all business functions of the division.  The introduction of this new system
and the automation of the many manual processes currently performed by division staff is the
most significant opportunity for improvement by the CBOD.  This new system is anticipated to
not only improve the effectiveness and efficiency of the division staff but also greatly enhance
the level of service offered to our licensees.

• The CBOD sees the opportunity to process documents filed by applicants and licensees on-line,
real-time via the Internet.  Also, by using the Internet, the CBOD would be able to instantly
provide licensees and other interested parties with the latest information relating to charitable
bingo.  The CBOD is working with the agency’s Information Technology Division to imple-
ment a web-based licensing system to enable bingo licensees to apply for licenses and update
licenses over the Internet.

ENFORCEMENT AND COMPLIANCE ISSUES

• The CBOD sees an opportunity for improvement in the area of enforcement.  Charitable bingo
is a cash business and like any cash business is subject to attracting persons who would take
advantage of the situation.  Additional statutory authority is needed to ensure that not only
organizations, but also individuals, that violate the Bingo Enabling Act and administrative rules
are stopped and appropriate action is taken in a timely fashion.

• The agency is developing a progressive penalty process to address violations by licensees and
the agency is moving in a direction in which it disposes of violations through agreed disposi-
tions.

• Another opportunity for improvement involves the manner in which the agency approaches
ADA compliance for retailers.  The agency is exploring alternatives via the Sunset process.
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RAISING THE LEVEL OF MINORITY PARTICIPATION

• The Commission’s biggest opportunity for improvement as it relates to HUB/Minority participa-
tion is to meet or exceed the unadjusted HUB goals, implemented in accordance with the results
of the Texas Disparity Study, for each procurement category that is applicable to the
Commission’s strategies: Professional Services, Other Services and Commodities.  (The
Commission does not have any strategies or contracts in Heavy Construction or Building
Construction, and has limited contract expenditures in Special Trade Construction.)

• In FY01, the Commission was successful in meeting or exceeding the HUB goals in Professional
Services and Commodity contracts, in accordance with the Texas Building and Procurement
Commission Statewide HUB Report.  With the assistance of the Minority Development
Services Division, the Commission will be identifying innovative ways to make assertive efforts
to meet and/or exceed all HUB Goals.

COMMUNICATIONS THAT COUNT

• According to Sam DePhillippo, managing director of The DePhillippo Group, a strategic mar-
keting company specializing in lotteries and gaming, the economic downturn of 2001-2002
brings new opportunities for the lottery industry. Those opportunities, according to DePhillippo,
lie in the potential of attracting new players who might not ordinarily play the lottery but who
are positively disposed to gaming.  With government looking for new sources of revenue, anoth-
er opportunity is educating the public about where the money goes, either directly or indirectly
back to the taxpayer, at a time when it’s most needed.

Data from the Texas Lottery’s Annual Segmentation Study suggests that educating the public
about where the money goes might have an impact on Texas players attitudes towards spending
money on lottery games. The Commission is exploring how to effectively publicize the agency’s
contributions to education, and will include information about the benefits of the lottery in
future communications related to the agency’s tenth anniversary. 

• The public’s confidence in the security and integrity of lottery games can be increased if the
information regarding the identity of persons receiving a lottery prize or share of a lottery prize
can be made known to the public in a more timely manner.  The agency is exploring opportuni-
ties in this are via the Sunset process.
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II. Current Workforce Profile (Supply Analysis)

A. Critical Workforce Skills

The Texas Lottery Commission has 335 Full-Time Equivalent (FTE) employees to accomplish the
critical skills needs in each of its divisions: Executive Administration, Charitable Bingo Operations,
Internal Audit, Lottery Operations, Security, Financial Administration, Marketing, Governmental
Affairs, Communications, Human Resources, Information Technology, Minority Development
Services, 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.

B. Workforce Demographics

The Texas Lottery Commission’s workforce as of March 1, 2002, for all employees is comprised of
14.8% African Americans, 27.7% Hispanics, 57.2% Whites and .3% Asians.  The Commission’s
staff consists of 54.7% females and 45.3% males.  Sixty percent of the Commission’s workforce is
more than 40 years of age.   The Commission began operations in 1992 and will not have employees
with tenure of more than 10 years.

Table E-2
Age of Employees
March 1, 2002

Less than 30 7.4% (23)

Less than 40 32.5% (101)

Less than 50 36.3% (113)

Less than 60 18.0% (56)

More than 60 5.8% (18)

Source: Texas Lottery Commission
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Table E-5
Years of TLC Service

(as of 3-01-02)

Years of TLC Service
03-01-02

Less than 2 2-4 5-7 8-9 10
26% 25% 20% 25% 4%

Source: Texas Lottery Commission

Table E-3
Texas Lottery Commission Employee Ethnic and Gender Representation

March 1, 2002

Gender African American Hispanics Whites Asian Total

Females 18.2% (31) 27.6% (47) 54.1% (92) 0 54.7% (170)

Males 10.6% (15) 27.7% (39) 60.9%(86) 00.7% (1) 45.3% (141)

Total 14.8% (46) 27.7% (86) 57.20% (178) 00.3% (1) 100%  (311)

Source: Texas Lottery Commission

Table E-4
Texas Lottery Commission Workforce Diversity Data

March 1, 2002

Job Category African-Americans Hispanics Females

Officials and Administrators (27) 4% (1) 30% (8) 33% (9)

Administrative Support (86) 18% (15) 27% (23) 71% (61)

Professionals (88) 17% (15) 24% (21) 53% (47)

Paraprofessionals (66) 15% (10) 27% (18) 74% (49)

Protective Services (28) 18% (5) 36% (10) 7% (2)

Technicians (16) 0% (0) 38% (6) 13% (2)

Source: Texas Lottery Commission
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C. Employee Turnover 

The Texas Lottery Commission is always mindful of turnover rates and their effect on the cost of
operations.  In the past five years, the Commission’s turnover gradually rose through 1999 to 18.7
%, but began to decline in FY 2000 and FY 2001 to 17.3% and 15.1% respectively.  Generally, the
TLC’s turnover rate has been below that of the state’s average.  Table E-6 compares the TLC’s
turnover rates to that of the state average turnover rate for the past five years.

Table E-6
Turnover Rates

Years 1997 1998 1999 2000 2001
TLC 10.8% 16.8% 18.7% 17.3% 15.1%
Statewide 14.27% 17.37% 17.58% 18.90% 17.60%

Source: Texas Lottery Commission

D. Retirement Eligible Employees

Based on age and years of state service or the Rule of 80, approximately ten percent of TLC’s cur-
rent staff is eligible to retire in calendar year 2002.  Another five percent of employees will become
eligible to retire through 2007.   

III. Future Workforce Profile (Demand Analysis)

The Texas Lottery Commission is constantly reviewing its organizational structure to improve effi-
ciency, keep up with technology and promote the highest skill standards for its workforce.   

As a result, some changes may be necessary.

A. Critical Functions 
• Regulate lottery games and bingo operations 
• Regulating and licensing lottery licensee and charitable bingo organizations
• 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, winner processing and liaison
• Provide benefits, employee relations, training, recruitment and retention to staff and

applicants
• Technological support of new games 
• Advancement of the web based technologies
• Encourage minority participation in conducting business with the TLC
• Provide effective and timely legal services and open records requests   
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B. Expected Workforce Changes
• Expansion and innovation of technology systems
• Increase in the number of game drawings 
• Increased and new accounting procedures and responsibilities
• Increased contract management requirements and responsibilities

C. Anticipated Increase in Number of Employees to do the Work
• Computer room operators need additional support for the Pick 3 noon draws, 6 days a

week, which will require one additional FTE by 2003.
• Support the web-site and it’s databases upon implementation of projected web based

Lottery and Bingo licensing systems or a subscription service which will require one addi-
tional FTE by 2003.

• Support for accounting processes will require 2 FTE’s by 2003 and 2 additional FTE’s by
2004.

• Support for contract management requirements will require an additional FTE by 2003.

The Texas Lottery Commission anticipates meeting additional FTE needs within divisions through
attrition or through restructuring options.  

D. Future Workforce Skills Needed
In addition to the critical skills listed above, these additional skills will be essential for future posi-
tions: 

• 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

Gap Analysis

A. The Texas Lottery Commission identifies shortages of employees in Information Technology (2), 
Financial Administration (4), Security (2) and Contracts Management and Special Projects (1).

The Texas Lottery Commission will need new skills to operate new software technologies, the web-
site and its databases; new accounting systems in Financial Administration; and project manage-
ment responsibilities in Contracts Management and Special Projects.  The Texas Lottery
Commission anticipates meeting additional FTE needs within divisions through attrition or through
restructuring options.  

Future growth in or changes to the authorized ‘Games of Texas’ or charitable bingo and their related
support operations, retailer commissions or vendor contract obligations could necessitate a re-exami-
nation of resources required within the agency.

Additionally, retiring employees will take institutional and historical knowledge away from the
Commission.  This knowledge should be imparted to successive management candidates through
mentoring programs and informal or formal training sessions. However, all of the above mentioned
skills can be attained through internal or external training without additional FTE allocation.
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B. Nothing is identified in the Texas Lottery Commission’s current operations that would 
change and require a reduction in skills.

Strategy Development

Competency gaps identified for existing staff will be addressed through internal and external train-
ing, continuing education programs offered through colleges, mentoring programs and training
offered through the Governor’s Center for Management Development.  These avenues are designed
to introduce or enhance skills for current employees.  

The TLC’s Tuition Reimbursement Program provides financial assistance to employees who wish to
improve or supplement their knowledge and skills by attending classes at colleges, junior colleges,
universities, or technical schools.  The tuition reimbursement program coupled with compensation
awarded to employees who improve skills through training and continuing education programs are
two examples of programs used at the TLC to retain qualified employees.

Aggressive recruitment programs, such as employee referrals, attendance at job fairs, World Wide
Web recruitment campaigns, attendance at college recruitment fairs, participation in intern pro-
grams, and industry networking opportunities can be utilized to fill identified gaps for unique posi-
tions or where current staff capabilities are deficient.  

The Texas Lottery Commission (TLC) supports the career growth and development of its employees
through the enhancement of their knowledge and skills obtained from relevant training. 

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. 

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 potential future assignments. 

As technological advances improve processes or functional needs within the TLC change skill needs
and create surpluses in specific areas, the TLC will adapt to the change through reorganization or
through a reduction-in-forces.  Affected employees are given preferential treatment for position
vacancies and when situations demand that management take actions like a reorganization or a
reduction-in-force, all efforts are exhausted to assist an affected employee in finding employment
within the TLC.

Based on the recommendations of the State Auditor’s Office, Management Advisory Services
(MAS); the Council on Competitive Government (CCG); and a Texas Lottery Commission Task
Force, appointed by the Executive Director, the Lottery Operations Division, the Marketing
Division, and the Communications Division did participate in a reorganization and reduction-in-
force on May 1, 2002. 
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Conclusion

The Texas Lottery Commission evaluates and attempts to predict shortage and surpluses in future
skills requirements.  When foreseeable, the Texas Lottery Commission’s management adjusts to
these skills requirements appropriately and timely to ensure that staff and skills requirements are a
good fit.
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Appendix F
Texas Lottery Commission

Summary of 2002 Survey of Organizational Excellence
FY 2003 - 2007

Since 1994, the Texas Lottery Commission has been an active participant in the Survey of
Organizational Excellence (SOE) that is administered by the University of Texas at Austin School of
Social Work.  In 2002, the Texas Lottery Commission employee response rate to the SOE improved
significantly to fifty-three percent versus thirty-nine percent in 2000.  The 2002 response rate is more
than a two-fold improvement from our initial response rate of twenty-three percent in 1994.

The increased response rate in 2002 is in part attributed to management’s reaction to the 2000 sur-
vey.  That is, management shared the survey results with all staff members, involved all levels of
staff in identifying and recommending solutions to problem areas highlighted in the 2000 survey, and
management indicated a willingness to make changes towards improving the operations and working
environment at the Texas Lottery Commission.  The addition of online survey participation offered
by the University of Texas in 2002 may have also contributed to an improved response rate. Thirty-
five percent of the 151 respondents utilized this new technology and completed the 2002 survey
online.  While the Texas Lottery Commission recognizes that fifty-three percent is a good response
rate, efforts will be made to continue to enhance employee involvement on subsequent surveys with
a strong campaign that encourages all levels of employee participation in the SOE.

A general analysis and comparison of the 2002 results in the five dimensions associated with the
SOE indicate that the Texas Lottery Commission outperformed Similar Sized Agencies,
Organizations with Similar Missions, and the Benchmark for All Respondents, in all five dimensions
of Work Group, Accommodations, Organizational Features, Information, and Personal. 

The 2002 SOE results also indicate that the Texas Lottery Commission has improved in eighteen of
the twenty constructs identified in the SOE. The Commission improved significantly over its 2000
results in Fairness (79 points), Time and Stress (71 points), Availability (61 points), Empowerment
(66 points), Supervisor Effectiveness (59 points), and Burnout (51 points).  It is management’s belief
that employee accountability and involvement in the change process in 2000 resulted in improved
performance in 2002.  

The 2002 SOE also indicates that employees: continue to hold the belief that the Texas Lottery
Commission is known for customer service; that continuous improvement is a part of the organiza-
tional culture; that the Commission has a good “feel” in the workplace; that the agency seeks out and
works with relevant external entities; that the Commission offers a good benefits package; and that
employees intrinsically like their jobs and the total work environment. 

The 2002 SOE suggests that Texas Lottery Commission employees are very satisfied with benefits,
computer and information systems, training opportunities, information regarding job opportunities,
and their physical work environment.
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The 2002 SOE points out a strong belief shared by the responding employees that the Texas Lottery
Commission is an ethical workplace and that issues like sexual harassment are not tolerated.
According to the 2002 SOE, Texas Lottery Commission employees feel that problems can be dis-
cussed with supervisors, and that issues will be addressed before eroding to a crisis.

No agency is without need for advancement. The Texas Lottery Commission is devoted to improving
those issues identified by the 2002 SOE as concerns.  That is, Commission employees perceive that
the construct areas of Fair Pay and Internal Communication need improvement.  The 2002 respon-
dent’s perception of Fair Pay fell nineteen points from the 2000 results. 

The SOE is an astute tool for managers to use and build upon to make organizations better.
Through proper use of the SOE, managers and a cross section of various employee levels can identi-
fy areas of improvements and organizational strengths.  Then development programs can be created
and current strengths improved upon.  The Texas Lottery Commission is committed to this positive
growth initiative. 
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Table 1: Goals, Objectives & Strategies

AGENCY GOAL #1: Efficiently operate a Lottery that is self-supporting, revenue producing and secure.

AGENCY Maintain an effective, productive, and eligible retailer base, maintain ticket sales
OBJECTIVE #1: at a level sufficient to produce the amount of revenue projected and certified by

the Comptroller of Public Accounts in the Biennial Revenue Estimate, and
administer all games with the utmost integrity.

AGENCY GOAL #2 Enforce regulations to ensure the fair conducting of bingo games to maximize
distributions to authorized charities.

AGENCY Curtail Bingo Act and Bingo Regulation and Tax Rules violations and increase
OBJECTIVE #2: licensee instruction.

IR GOAL #1 To provide computing and telecommunications facilities, which are efficient, 
effective, and responsive to the needs of the Lottery Commission.  (Supports goals
1, 2, and 3 of the 2001 State Strategic Plan for IR Management)

IR Objective # 1 To maintain efficient “state-of- the-art” computer hardware and software, which
operate with maximum accessible hours, minimal downtime and minimum
response time.

IR Strategy (1 ) Provide the Texas Lottery Commission with “state-of-the-art” computing facilities.

IR Action Items
• Maintain PC operating system with current version
• Maintain PC desktop tools with the most current release
• Enhance agency desktop resource library (internal InfoWeb) by expanding the
use of agency (shared) CD tower information repository (2003-2007).

• Evaluate the network requirements for additional capacity and storage needs
(2003-2007).

• Implement the additional use of client/server, and/or Intranet and make long
and short range recommendations for implementation.

• Implement a process to continually evaluate existing technology and, when
feasible, replace it with powerful, cost-effective, productive technology
(2003-2007).

• Establish continuing standards for software and hardware usage (2003-7).
• Maintain the test back-up site for testing and in case of computer or network
system failure (2003-2007).
• Evaluate all operational procedures of the computer facility to determine ways to
improve and to find obsolete procedures that need to be dropped or rewritten
(2003-2007).

Appendix G
Texas Lottery Commission

Information Resources Strategic Plan
FY 2003 - 2007
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IR To maintain security for TLC’s Information Resources
Objective (2)

IR Strategy (2) Provide 100% physical and electronic security for TLC’s computers, data files,
networks and Internet Connectivity.

IR Action Items 
• Review recommendations of Security Audits and take appropriate corrective
action.  (2003-2007).

• Implement a secure remote access system into the TLC computer system
(2003-2007)

• Continue to educate users on security measures and enforce policies found in
the Information Resources Security Manual (2003-2007).

IR To maintain systems that provide utility for the Commission.
Objective (3)

IR Strategy (3) Provide new and enhanced systems

IR Action Items
• Replace the Charitable Bingo System to provide better access and usability
(2003-2007).

• Develop or obtain a Human Resources Information System (HRIS-2003-2004).

• Replace the Ross Financial System to provide better access and usability 
(2002-2003).

• Implement video-conferencing via the Internet and/or internal network to
reduce travel and facilitate communications and training functions with our
remote offices (2003).

• Investigate and implement the Intranet where appropriate for document stor-
age and retrieval, agency training, and file retention (2003).

• Investigate electronic forms-flow including digital signature (2003-2004).

• Use the Internet to facilitate access by the public and clients and to provide
for receiving forms and payments (2003-2007).

• Continue to use the Internet in a safe, secure manner for data transfer and
sharing with other state agencies and with the public (2003-2007).

• Implement wireless network systems, where applicable, while maintaining
optimum network security (2003-2007).

IR Strategy (4) Develop processes that provide improved Lottery vendor information

IR Action Items

• Implement a process that will ensure the use of compatible software applica-
tions within the Lottery and between the Lottery and vendors (2002-2003).

• Improve the current data reporting and analysis capabilities of retailer, claims
and sales databases (2003).

• Assist the Lottery vendor in complying with ISO 9000 (2003-2007).
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IR Goal #2 Support services that promote effective use of Information Technology for the
Texas Lottery Commission.  (Supports goals 2, 3, and 4 of the 2001 State
Strategic Plan for IR Management)

IR
OBJECTIVE (1) To offer systems analysis, design and programming services that support the

effective use of Information Resources in performing the functions of the Texas
Lottery Commission

IR Strategy (5) Provide analysis and programming support services to meet the dynamic needs
of the Lottery Commission.

IR Action Items

• Maintain software applications to reflect changes in reporting requirements
(2003-2007).

• Provide training for end-users in application functionality, as required(2003-
2007).

• Provide support for Commission personnel with questions or problems con-
cerning administrative applications (2003-2007).

IR Strategy (6) Enhance level of programming support through improvement of the application
development environment

IR Action Items

• Maintain up-to-date standards and procedures to be used by the programming
staff (2003-2007).

• Evaluate new application development tools and techniques for possible use
by programming staff  (2003-2007).

• Maintain up-to-date equipment and software for programming staff (2003-2007).
• Improve priority scheduling of development requests (2003-2007).

IR Strategy (7) Interface with the Lottery vendor software system to provide balancing and 
control functions

IR Action Item
• Ensure that reporting data is available through the Internal Control System 
(2003-2007).

IR To operate a help desk that provides the Commission user community with 
OBJECTIVE (2) computer help desk, consulting, installation, maintenance and training      

IR Strategy (8) Maintain a help desk that meets the needs of the Commission’s computer users

IR Action Items
• Provide microcomputer purchasing assistance as well as microcomputer soft-
ware and hardware installation and maintenance (2003-2007).

• Provide telecommunications assistance with phone and fax procurement,
installation and maintenance (2003-2007).

(Continued)
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• Provide network assistance with data, communications, installation, and
maintenance (2003-2007).

• Provide user access to various Commission systems based on user needs
(2003-2007).

IR                           To offer access to the Lottery Commission’s electronic information, which 
Objective (3) promotes the effective use of technologies to reduce reliance on paper

documents and reports

IR Strategy (9) Reduce paper consumption by evaluating forms-flow and utilizing electronic 
transmission and storage

IR Action Items
• Evaluate usage of current reports provided in paper format for capability of
electronic access (2003).

• Investigate opportunities to use electronic signatures for forms, based on state
standards, to reduce use of paper forms.  Interface with the Lottery
Commission’s Document Management System (DMS).  (Document Imaging
System/Xerox) 

• Provide connectivity to the DMS Forms/Imaging Repository system to pro-
vide seamless transmission of documents by users.

IR Goal (3) Leadership and management of the IR functions of the Texas Lottery
Commission, which results in operational efficiency and effectiveness. .
(Supports goals 1, 2, and 3 of the 2001 State Strategic Plan for IR
Management)

IR To hire and retain a professional staff with credentials and professional experience 
OBJECTIVE (1) to support computing, telecommunications and software support and development.

IR Strategy (10) Maintain a staff that holds degrees or has experience in areas that provide basic 
skills needed to support computing, telecommunications and software support 
and development

IR Action Item
• Encourage staff to improve their skills through additional education and 
training (2001-2005).

IR Strategy (11) Establish and maintain a skilled staff of highly trained professionals

IR Action Items
• Establish skill levels of new employees and evaluation procedures to assure
compliance (2003-2007).

• Establish salary levels which will attract and keep skilled employees, as budget
allows (2003-2007).

• Provide training opportunities on new and existing technologies (2003-2007).
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IR Strategy (12) Monitor and evaluate services to be provided for Lottery Commission users

IR Action Items
• Conduct periodic user surveys concerning user needs and satisfaction with 
services (2003-2007).

• Incorporate “customer service” and quality assurance as part of IT policies and
procedures (2003-2007)

IR Strategy (13) Plan for the effective use of Information Resources for the Lottery Commission

IR Action Items
• Prepare and maintain a Five Year Information Strategic Plan in line with
Legislative Budget Board requirements (2004-2005).

• Prepare and maintain the Biennial Operating Plan in line with LBB require-
ments (2004-2005)

• Develop plans within Information Technology to support the effective usage
of Information Resources in support of Commission goals (2004-2005)

• Plan for electronic record retention
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2. Agency Databases and Applications

Table 1: Agency Databases

Category Brief Summary/Overview
Database Name Records Management System (RMS)

Database Description Provides database files for all Cobol internal application systems.
Primary users are Lottery Operations Division.

Database System Open VMS V7.1-2 Compaq (formerly Digital Equipment Corp.)

Estimated Physical
Storage Requirements 8.0 GB with 10% growth for each year.

GIS Data Classification Not used at TLC.

Sharing ICS (Master Journal File) administered by TLC Lottery Operator. File FTP’d daily 
to TLC.

Future Will convert to relational database 2003-2007

Database Name ADABAS

Database Description Provides database files for all Natural internal application systems.
Primary users are Lottery Operations Division and CBS.

Database System V 3.2.2 Software AG, Inc.

Estimated Physical
Storage Requirements 9.0 GB

GIS Data Classification Not used at TLC

Sharing DB not shared.

Future TLC plans to re-engineer the CBS system and replace it with a new web-enabled 
system using an Oracle Database. Implementation for the new CBS system is 
approximately 9/2003

Table 2: Agency Applications

Category Brief Summary/Overview
Application Name Lotris (Lottery Information System)

Application Type Client-Server – Fat Client

Application Description The Lotris System is a Security Case Tracking System, which handles all security
issues from  background checks to theft of lottery tickets at the retail facilities.

Database System Oracle 8.1.5 (32 Bit) – NT-and 2000 based

Development Language PowerBuilder, MicroFocus COBOL

Sharing System is based on DPS Cleris System. It is shared internally in the Lottery between
Security, Bingo and Operations Divisions.

Future Many new report and inquiry functions to be added.  Migration to Windows 2000 
planned along with Web-enabling.
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Category Brief Summary/Overview
Application Name HRIS Applicant Tracking System

Application Type Client-Server – Thin Client

Application Description This system intakes and processes employment applications, assesses applicant
qualifications and provides reports for EEO and other statistics.

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing Shared with Finance

Future Many new report and inquiry functions to be added.  Conversion to Oracle.

Application Name HRIS Personnel Action System

Application Type Client-Server – Thin Client

Application Description Provides means to enter, maintain/alter, delete personnel information via Change 
Request Forms.  Requires minimal data entry and alleviates the need for multiple 
entry by different sections.  Provides Big Button reporting, and allows acceptance of 
changes by appropriateparties without additional data entry.  Keeps History.

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing Shared with Finance 

Future Converted to Oracle.

Application Name Budget Tracking System (Marketing)

Application Type Client-Server – Thin Client

Application Description System utilized by Marketing department to enter, maintain, and track purchase 
orders, budgets, purchase requests and marketing merchandise.  Provides on-line reports.

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing System is not shared.

Future Modify system to include all departments in Lottery with a localized PO/PR 
Tracking System. (Possibly) Convert to Oracle

Application Name Contract Management Database

Application Type Client-Server – Thin Client

Application Description Manages contract information and tracks vendors in compliance with policies. 

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing Texas Department of Economic Development

Future Migrate to Windows 2000
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Category Brief Summary/Overview
Application Name Training Tracking System (HR)

Application Type Client-Server – Thin Client

Application Description Schedules tracks and reports on the training classes for the Lottery. Provides ad-hoc 
reporting.

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing Shared with Finance.

Future Merge with other HRIS systems. Possibly to become a part of the new Financial System.
Converted to Oracle.

Application Name Open Records System

Application Type Client-Server – Thin Client

Application Description Tracks requests via phone, e-mail, mail, etc., regarding Open Records Act.

Provides information on LBB standards, fees, and costs. 

Database System MS Access 97

Development Language(s) MS Basic and SQL – Windows 95

Sharing Shared with all division directors in the agency.

Future Converted to Oracle.

Application Name Budget Activity System

Application Type Mainframe Open VMS – Compaq

Application Description Used to plan and track budgets and expenses.  Data is extracted from Ross. 

Database System VAX RMS

Development Language(s) Natural/Adabase for interface, COBOL for data manipulation.

Sharing Not shared.

Future This system may be replaced when a new financial system is implemented at the 
beginning of FY 2003.

Application Name HUB Subcontractor Reporting

Application Type Mainframe Open VMS – Compaq

Application Description Used to track and report HUB purchases activity. 

Database System VAX RMS

Development Language(s) Natural/Adabase for interface, COBOL for data manipulation. 

Sharing Not shared.

Future Migrate to C/S platform. Windows 2000.
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Category Brief Summary/Overview
Application Name IRS System

Application Type Mainframe Open VMS – Compaq

Application Description Processes all tax information required by IRS, including filing Winners and Retailers.

Database System VAX RMS

Development Language(s) Natural/Adabase for interface, COBOL for data manipulation.

Sharing Not shared.

Future Modifications for new IRS form 1042S.

Application Name Ross Financial System

Application Type Mainframe Open VMS – Compaq

Application Description Maintains all internal financial accounting functional work and data.  

Database System VAX RMS

Development Language(s) Natural/Adabase for interface, COBOL and data manipulation

Sharing Purchase packaged.

Future System Needs Analysis was completed in FY 2002. A contract to replace this system 
was awarded in April 2002.  Target date for implementing the new system is Sept 1, 2003  

Application Name Internal Control System (ICS) 

Application Type Mainframe Open VMS – Compaq

Application Description The primary purpose of the ICS system is to maintain a record of all lottery
transactions processed by our prime vendor.  A critical portion of ICS is to verify and 
balance the data with prime vendor. 

Database System VAX RMS

Development Language(s) COBOL and C++

Sharing Not shared.

Future The new lottery operator contract will provide a new ICS system that runs on a Win 
2000 server and populates an Oracle database. 

Application Name Automated Collection System (ACS) 

Application Type Mainframe Open VMS – Compaq

Application Description Tracks and collects balances due from canceled retailers.  Calculates and tracks court 
appearance dates and creates hearing notice letters.

Database System Software AG – Adabas

Development Language(s) Natural/ Natural Construct

Sharing Not shared.

Future Enhancements to include more computer-based management support (i.e., generation 
of additional suspension letters, lien forms and new bad debt processing).
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Category Brief Summary/Overview
Application Name Licensing / ADA

Application Type Mainframe Open VMS – Compaq

Application Description Manages the licensing life cycles for retailers.  Tracks American Disability Act  
(ADA) compliance with statues. 

Database System Software AG – Adabas- VAX RMS

Development Language(s) Natural/ COBOL

Sharing Not shared.

Future Synchronized license statuses between ProSys and Licensing. 

Application Name Lotto System

Application Type Mainframe Open VMS – Compaq

Application Description Contains five applications to process Lotto information.  This processing is used to
satisfy Open Records requests. 

Database System VAX RMS and Adabas

Development Language(s) Development COBOL /Natural

Sharing Not shared.

Future Upgraded to use FTP in lieu of manual file carrying to other State agencies and to Banks. 

Application Name Charitable Bingo System (NEW) 

Application Type Client-Server – Thin Client

Application Description New system to replace existing CBS which is over 18 years old.  Will be used to issue 
licenses and collect fees from licensees.  

Database System Oracle 8.1  - NT

Development Language(s) Oracle Developer – SQL

Sharing Not shared.

Future Will be web-enabled and set for e-commerce on a new platform for TLC.

Application Name Debt-Setoff System (DSO) 

Application Type Mainframe Open VMS – Compaq

Application Description This system satisfies the Texas House/ Senate Bills HB2424, HB566 and SB30.  It 
withholds winnings. 

Database System VAX RMS and Adabas

Development Language(s) COBOL and Natural

Sharing Not shared.

Future Under Legislative review to keep.  Could interface to State AG’s Office. 
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Category Brief Summary/Overview
Application Name Winner Tracking System (WINNERS)

Application Type Mainframe Open VMS – Compaq

Application Description Handles all Winner information regarding banking, personal data, etc.

Database System Software AG – Adabas

Development Language(s) Natural

Sharing Not shared.

Future Better reporting on Winners.

Application Name DPS System (DPS) 

Application Type Mainframe Open VMS – Compaq

Application Description Used to verify with Texas DPS that people working with Bingo Operations and other 
games have no criminal history. 

Database System Software AG – Adabas

Development Language(s) Natural

Sharing Interfaced to DPS

Future Will be enhanced and re-written for new CBS Client-Server System.

Application Name LegalEdge (LEGAL)

Application Type Client-Server – Fat Client

Application Description Third party software to track a case for Legal Division.

Database System MS Access 2.0

Development Language(s) MS Access and VB 4.0 

Sharing Proprietary to Company

Future Must be upgraded from Access 2.0 and made more user friendly. 

Application Name Bingo Locator

Application Type Mainframe Open VMS – Compaq

Application Description This system provides 1-900 callers with Bingo Hall locations by zip code.

Database System Software AG Adabas and SPANLINK and Oracle

Development Language(s) Natural and SPANLINK

Sharing Not shared.

Future Enhancement to improve voice output of Bingo Hall locations to allow for local accents.
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Category Brief Summary/Overview
Application Name Security Electronic Checklist System

Application Type Client-Server-Fat Client

Application Description This system automates the drawing procedures, to include the dissemination of reports 
and datasets to update the Lottery’s web site

Database System MS Access 97

Development Language(s) MS Basic and VB

Sharing Not shared.

Future Conversion to Oracle/Intranet
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Table 3: Information Resources Management Organizations, Policies & Practices

Category Brief Summary/Overview

Priorities Procedures for setting priorities for Information Technology projects
include several steps, from identification of needs through final approval
and scheduling.  System needs can be identified by Division Directors, ad
hoc committees formed by management for special projects, or through
Information Technology personnel.

Once reported, needs are evaluated by one or more members of the
Information Technology departments in conjunction with the requesting
department.  This process includes an implicit or an explicit cost/budget
analysis.  When a recommendation for further action is made the
Information Technology Director will seek approval from the appropriate
managerial level.  The level of approval authority is a function of the total
resources that will be committed to the project by the Commission.

Scheduling and setting priorities for work on projects is done by the
Information Technology Director in consultation with the Executive
Director and Division Directors and implemented by the Managers of the
Information Technology departments.

Planning Methodology The Information Resources Strategic Plan for the Texas Lottery
Commission is developed and implemented as part of the on-going plan-
ning process of the Commission.  Although planning is a continuous
process, the actual planning documents are evaluated and updated on a
two-year cycle.

The TLC Divisions identify potential projects for annual budget plans and
the biennium. These plans are reviewed by IT staff to identify areas of IT
impact. The IT staff studies the technology market place to access existing
and emerging technologies in order to analyze the application of these
technologies to the agency’s strategic and tactical needs. Within IT, the
Department Managers and the IT Director meet as a group to review and
refine IR goals and objectives.  Division goals are restated and modified, if
necessary, each year to insure that they support current agency goals.

Quality-Assurance Practices Quality Assurance is performed as part of the acceptance criteria for each
IT project.  TLC uses a “Tailoring the Guidelines” approach to ensure
Quality in each Project. Projects at TLC are varied and “situational”
according to need and scope.  As a point of fact, TLC uses the tailoring
approach to Activities, Teams, Reviews, Cost-Benefits, Monitoring,
Review and Effectiveness. Our projects vary from high risk (implementa-
tion of new Games for Lottery) to low risk (low focus) projects such as
Rapid Development Models. We employ a modified CMM approach using
only six “maturity” levels. Levels decompose into “key process” activities
each having specific goals and measurements for budgeting, risks and effec-
tiveness. TLC uses the DIR published Guidelines as our model.



G - 14Texas Lottery Commission

Personal Computer
Replacement Schedule All agency PCs are provided under a 3 year service agreement contract

through DIR.  The PCs will be replaced at the end of the 3 year contract.

Procurement The agency uses DIR contracts to the maximum extent possible to pur-
chase equipment and services.  When required items are not available
through DIR, we work with the Financial Divisions Purchasing Section
and the Legal Division to make our purchases following State regulations.
Competitive bids are reviewed through a Request for Proposal process,
telephone solicitations, or other appropriate means as determined by the
estimated cost and nature of the item.

Disaster Recovery
(Business Resumption) The TLC has implemented a backup site with the capacity to provide

100% system redundancy in progressive timeframe in the event the pri-
mary site is declared inoperable. For example, critical mainframe applica-
tions would be operational within 4 hours of notice. Customer Helpdesk
and Hotline functions would be restored within 4 hours and other selec-
tive administrative functions could be resumed for up to 34 desktops with-
in 24 hours. In the event of extended or permanent loss of the primary
site, the backup center could provide up to 128 desktops with access to all
existing applications within 72 hours of notice. The site currently has
completely redundant mainframe and telecommunications hardware
installed and operating. LAN and SAN server installation is in progress.
The site currently serves as permanent quarters for designated Lottery
FTEs from the Operations (warehouse operations). These employees are
provided with desktop system and communications access provided
through backup site hardware. The site is located within very close prox-
imity to the processing center of the current Lottery Operator. TLC
applied for and received a waiver from the terms of the 2000-01 General
Appropriations Act, Section 9.623 that requires all agencies use the
WTDROC for disaster recovery services. This waiver is in effect through
fiscal year 2002 and will be reviewed annually for renewal.

Data Center Operations TLC runs its mission critical applications on a Compaq Alphaserver4100
mainframe using VMS version 7.1-2 OS. The operating system for the
desktop is MS Windows 2000. Agency PCs and workstations reside on
local area networks using Novel Intra NetWare version 5.xx and version
6.xx. New Client/Server applications are being implemented using MS
2000 as the server OS.

Standards TLC complies with State and DIR Information Resource Standards and
applicable recommendations.
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Appendix H
Texas Lottery Commission

Historically Underutilized Business (HUB) Plan
FY 2003 - 2007

A.  GOAL:
To promote fair and competitive business opportunities to maximize the inclusion of HUB and
minority-owned businesses in contracts with the Commission and its primary vendors.

A.1. OBJECTIVE: To meet and/or exceed the State’s Annual Procurement Utilization 
Goals in the procurement categories related to the Commission’s current strategies and programs:

Adjusted
Procurement Categories 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” and “Building Construction.”

When feasible, the Commission will consider setting higher goals for its contract opportunities.
Factors to consider will include HUB availability, HUB utilization, geographical location of the 
project, the contractual scope of work, size of the contract or other relevant factors.

OUTCOME MEASURE: Total percentage of purchases and subcontracts awarded to HUB and
minority-owned businesses under the Commission procurement categories.

A.1.1. STRATEGY: Maintain and implement policies and procedures, in accordance 
with the HUB Rules, to guide the agency in increasing the use of HUB and minority-owned
businesses through direct contracting and/or subcontracting.

OUTPUT MEASURES: 1. The total number of contracts awarded to HUBs
2. The total number of bids received from HUBs
3. The total amount of HUB subcontracting
4. The total number of graduated HUBs that are still conducting

business with the Commission 
5. The total number of HUBs awarded a contract as a direct result 

of the Commission’s outreach efforts
6. The total number of HUBs provided assistance in becoming

HUB certified
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A.1.2. EXTERNAL AND INTERNAL ASSESSMENT: The Texas Lottery Commission cre-
ated a new Minority Development Services (MDS) Division to increase HUB and minority uti-
lization in Fiscal Year 2000. MDS initiated an aggressive outreach effort, focused on informing
and educating HUBs and minority businesses about the Commission’s procurement process and
opportunities to provide goods and services to the agency.

As a result, in FY 2001, the Commission increased payments made to HUB and minority-owned
businesses by more than $6 million from FY 2000, as shown in Figure H-1.

According to the Texas Business and Procurement Commission’s Fiscal Year 2001 Statewide
HUB Report, the Commission ranked 6th in HUB utilization among the top ten (10) spending
state agencies.  This is an improvement from the Commission’s rank of 8th in FY 2000. 

FY2000 FY2001

$147.2$138.4

11.22%
$16.5

7.59%
$10.5

FY1999

$148.3

8.37%
$12.4

6.36%-6.68%

-15.32%

57.14%

$10.0

$15.0

$20.0
(Minority
Spending

In millions)

$5.0

Annual Percentage Change
of Minority Spending

Annual Dollar Change
of Fiscal Year Spending

Minority SpendingFiscal Year Spending

Figure H-1
Fiscal Year 2001 HUB/Minority Business Spending

Source: Texas Lottery Commission
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B.  GOAL: To take positive steps to license minority businesses as sales agents, and monitor the
effectiveness of the efforts to increase the ability of HUB/minority businesses to do business with the
Commission.

B.1. OBJECTIVE: The objective is to ensure that at least twenty (20%) percent of 
the total number of the Texas Lottery’s licensed sales agents are retained by minority businesses.

OUTCOME MEASURE: Total percentage of licensed minority retailers of the Lottery’s total 
retailer base.

B.1.1. STRATEGY: Maintain and administer Commission Retailer Retention Program 
policies and procedures to ensure the Commission maintains an overall minority retailer base in
accordance with the State Lottery Act, relating to minority participation.

OUTPUT MEASURES: Twenty (20%) percent of the total number of licensed sales
agents/retailers will be minority-owned businesses.  

B.1.2. EXTERNAL AND INTERNAL ASSESSMENT: The Commission has constantly
exceeded its statutory goal of a twenty (20%) percent minority-owned business retailer base. In
FY 2001, the Commission’s minority retailer base reached an all-time high in both the number
of minority-owned businesses licensed as sales
agents and in the percentage of the total retailer
base those retailers represent, as shown in Figure
H-2.

During FY 2001, minority retailers numbered
5,330, which represented 31.79 percent of the
Commission’s total Lottery retailer base.

Minority RetailersTotal Number of Retailers

FY2000 FY2001

16,76416,788

31.79%
5,330

30.28%
5,083

FY1999

16,607

28.32%
4,704

-0.14%1.09%

8.06% 4.86%

4,000

6,000

2,000

Annual Percentage Change
Minority Retailers

Annual Change
Total Number of Retailers

Figure H-2
Fiscal Year 2001 Licensed Minority Retailers

Source: Texas Lottery Commission
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