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APPENDIX C

Request for Governor's Approval of Proposed Rules_ and Regulations

Department/Agency: _Department of Finance and Administration Office of the Arkansas Lottery

Short Title of Rule: __Amendments to QAL Operational Rules & Retailer Rules
New Rule: XYes [] No Amendment to Existing Rule: XYes [J No

State Mandate: Yes XNo Federal Mandate: (] Yes XNo
If yes, please provide the rule, regulation, and/or statute citation:

Authority to Promulgate the Rule: ACA §23-115-207

Proposed Effective Date: September 15, 2022

Emergency Rule: [ Yes XNo Expedited Rule Requested: XYes LI No

Summary of Proposed New Rule or Proposed Amendment to Existing Rule:

* ABOLITION OF LOTTERY COMMISSION: CREATION OF OAL AND EXECUTIVE
DIRECTOR: By Act 218 of 2015 the Arkansas Lottery Commission was abolished and the Office of the
Arkansas Lottery was created within the Management Services Division of the Department of Finance
and Administration having an Executive Director appointed by the Governor. Throughout our
operational and retailer rules we have deleted references to the Commission and Commissioners in the
administrative rules and substituted in their place “Office of the Arkansas Lottery” or “OAL” and
“Executive Director” to exercise the powers and functions which used to be exercised by the Lottery
Commission or Commissioners.

*REVIEW OF DIRECTOR’S DECISIONS: Asthe Commission was abolished, this means that there
is no mechanism for review of the decisions of the Executive Director. The operational and retailer rules
have proposed amendments to provide for judicial review of the Director’s decisions consistent with the
Arkansas Administrative Procedures Act, Ark. Code Ann. §25-15-201 et seq. See proposed retailer rules
9.5.16 & 10.6; proposed operational rule 10.10. Proposed operational rules 10.13-10.15. address costs
and fees regarding such an appeal.

*LOTTERY COURIERS AND COURIER SERVICES: Proposed retailer and operational rules
address Lottery Couriers and Courier Services (defined in proposed retailer rules 1.10, 1.22 & 6.1 and
proposed operational rules 1.10 & 5.4) which have not been addressed heretofore, These rules make clear
that the Executive Director may authorize a retailer to contract with a lottery courier to deliver draw
tickets (not instant or Fast Play tickets) to consumers via website or mobile application, or physical
delivery of these tickets by mail or parcel delivery. Any fees associated with such services must be
conspicuously posted such that the consumer has notice of any fees prior to any final purchase of tickets.
Under proposed operational rule 5.5, such couriers must register with OAL and are restricted from being a
lottery retailer. Under proposed operational rule 5.6 the Executive Director has the authority to terminate
aretailer’s license for using courier services that are not complying with law or otherwise threaten the
integrity of the Lottery.

*ANONYMITY OF WINNERS IN EXCESS OF $500K: Proposed operational rule 8.17 addresses
winner anonymity and as an amendment makes it consistent with Ark. Code Ann, §23-115-404 ef seq
(Act 889 of 2021) providing that a winner of a lottery prize in excess of $500,000.00 may elect to remain
anonymous for a period of time (6 months for elected officials and their close relatives and 3 years for the
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general public).

*RETAILER LOSS COVERAGE: Proposed operational rule 4.4 addresses retailer loss coverage
requiring retailers to be bonded through OAL’s self bond program, to pay bond fees, and to provide for
termination of license, at the Executive Director’s discretion, if the retailer fails to adhere to the
requirements of the self bond program.

*DRAW COORDINATORS TO DEVELOP AND MAINTAIN RESPONSIBILITY FOR
DRAWING ACTIVITIES: As draw managers are no longer used under the rules proposed operational
rules 1.13, 4.1, & 4.7 establish draw coordinators to develop and maintain responsibility for drawing
activities.

*SALES AND REDEMPTION OF TICKETS MADE CONSISTENT WITH ARK. CODE ANN.
§§23-115-402 and 23-115-403: Proposed retailer rule 5.2. (restrictions of sales of tickets) and proposed
retailer 8.2. (restrictions of redemption of tickets) make the rules consistent with the above-noted
Arkansas statutes by restricting the sales and redemption of tickets to certain individuals as has been
established by the Legislature and further provides for ineligible player restrictions for vendors and their
immediate family members. ‘

Financial Impact: O Yes XNo L Unknown; If yes or unknown, please explain:

Public Hearing: XYes O No Controversial: [ Yes XNo

Documents Required for Approval Process
Please note that the Governor's office will not begin the approval process if any of the following
applicable documents are not enciosed with the approval request.

BLR Questionnaire

BLR Financial Impact Statement

Proposed Rule - clean version

Mark-Up of Rule, if amended from previous version

Copy of Act or Regulation,if Rule is pursuant to State or Federal mandate

Oo0ooQg
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STATE OF ARKANSAS OFFICE OF THE ARKANSAS LOTTERY

. Post Office Box 3238
Department Of Flnance Little Rock, Arkansas 72203-3238

and Administration Phone: {501) 683-2000
Fax: {501} 683-1878
http://myarkansaslottery.com

Executive Summary-Proposed Rules-Amendments and New Rules-OAL Operational
and Retailer Rules

August 8, 2022

Purpose
The Department of Finance and Administration Office of the Arkansas Lottery (OAL) is
seeking Governor Hutchinson’s review of a proposed rules to OAL’s Operational Rules

and Retailer Rules.

Background
Pursuant to Ark. Code Ann. §23-115-207 OAL has the authority to promulgate

administrative rules concerning the Lottery. There have been no amendments to the
OAL administrative rules since 2015 when the Arkansas Lottery Commission was
abolished. The rules need amending to delete references to the Commission and make
clear that the action that was taken by the Commission is now undertaken by the QAL
and Executive Director with there being judicial review of such decisions. Additionally,
there have been changes in the law and technological advances warranting a change in
the rules as is more fully outline below.

Key Points

The proposed rule changes:

*ABOLITION OF LOTTERY COMMISSION: CREATION OF QAL AND EXECUTIVE
DIRECTOR: By Act 218 of 2015 the Arkansas Lottery Commission was abolished and the Office of the
Arkansas Lottery was created within the Management Services Division of the Department of Finance
and Administration having an Executive Director appointed by the Governor. Throughout our
operational and retailer rules we have deleted references to the Commission and Commissioners in the
administrative rules and substituted in their place “Office of the Arkansas Lottery” or “OAL” and
“Executive Director” to exercise the powers and functions which used to be exercised by the Lottery
Commission or Commissioners.

*REVIEW OF DIRECTOR’S DECISIONS: As the Commission was abolished, this means that there
is no mechanism for review of the decisions of the Executive Director. The operational and retailer rules
have proposed amendments to provide for judicial review of the Director’s decisions consistent with the
Arkansas Administrative Procedures Act, Ark. Code Ann. §25-15-201 et seq. See proposed retailer rules
9.5.16 & 10.6; proposed operational rule 10.10. Proposed operational rules 10.13-10.15. address costs
and fees regarding such an appeal.

*LOTTERY COURIERS AND COURIER SERVICES: Proposed retailer and operational rules
address Lottery Couriers and Courier Services (defined in proposed retailer rules 1.10, 1.22 & 6.1 and
proposed operational rules 1.10 & 5.4) which have not been addressed heretofore. These rules make clear
that the Executive Director may authorize a retailer to contract with a lottery courier to deliver draw
tickets (not instant or Fast Play tickets) to consumers via website or mobile application, or physical
delivery of these tickets by mail or parcel delivery. Any fees associated with such services must be
conspicuously posted such that the consumer has notice of any fees prior to any final purchase of tickets.
Under proposed operational rule 5.5, such couriers must register with OAL and are restricted from being a
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lottery retailer. Under proposed operational rule 5.6 the Executive Director has the authority to terminate
a retailer’s license for using courier services that are not complying with law or otherwise threaten the
integrity of the Lottery.

*ANONYMITY OF WINNERS IN EXCESS OF $500K: Proposed operational rule 8.17 addresses
winner anonymity and as an amendment makes it consistent with Ark. Code Ann. §23-115-404 et seq
(Act 889 of 2021) providing that a winner of a lottery prize in excess of $500,000.00 may elect to remain
anonymous for a period of time (6 months for elected officials and their close relatives and 3 years for the
general public).

*RETAILER LOSS COVERAGE: Proposed operational rule 4.4 addresses retailer loss coverage
requiring retailers to be bonded through OAL’s self bond program, to pay bond fees, and to provide for
termination of license, at the Executive Director’s discretion, if the retailer fails to adhere to the
requirements of the self bond program.

*DRAW COORDINATORS TO DEVELOP AND MAINTAIN RESPONSIBILITY FOR
DRAWING ACTIVITIES: As draw managers are no longer used under the rules proposed operational
rules 1.13, 4.1, & 4.7 establish draw coordinators to develop and maintain responsibility for drawing
activities.

*SALES AND REDEMPTION OF TICKETS MADE CONSISTENT WITH ARK. CODE ANN,
§§23-115-402 and 23-115-403: Proposed retailer rule 5.2. (restrictions of sales of tickets) and proposed
retailer 8.2. (restrictions of redemption of tickets) make the rules consistent with the above-noted
Arkansas statutes by restricting the sales and redemption of tickets to certain individuals as has been
established by the Legislature and further provides for ineligible player restrictions for vendors and their
immediate family members.

Discussion
As is noted in the Key Points section above,

Recommendation
OAL recommends that the proposed rules be approved and adopted.
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13.2.2.2, Deposits the amount necessary into the Scholarship Shortfali Reserve Trust Account to
maintzin an amount equal to twenty million dollars ($20,000,000).

13.3, On or before the fifteenth day of each month, the OAL shall deposit the net proceeds from the QAL into
the Lottery Schotarship Trust Account at one or mare financial institutions.

13.4.The QAL shail follow the investment policy guldelines of the State Board of Finance in selecting a financial
institution and managing the net proceeds from the QAL deposited Into the Lottery Scholarship Trust
Account.

13,5.The funds transferred by the OAL into the Lottery Schalarship Trust Account for the Arkansas Academic
Challenge Scholarship Program, the Arkansas Workforce Challenge Scholarship Program, the Arkansas
Concurrent Challenge Scholarship Program and anv other scholarship program shall be used for:
13.5.1. The Arkansas Academic Chalfenge Scholarship Program;
13.5.2. The Arkansas Warkforce Challenge Scholarship Program;
13.5.3. The Arkansas Concurrent Challenge Schalarship Program;
13.5.4, _Any other scholarship funded with net proceeds from the DAL; and,
13.5.5. Any management fees charged by the financial institution to manage the trust account,

13.6.The Director of the Division of Higher Education shall certify to the OAL the amount of net proceeds from
tha OAL needed to fund scholarships awarded to recipients for each semester of the academ]c year based
on the contents of the Lottery Scholarship Trust Account at the end of the immediately preceding fiscal

ear,

13.7,The QAL shall transfer the funds recquested by the Director of Division of Higher Education into cne or

tuare frust gccoynts at one or more financial institutions malntained by Division of Higher Education, .

13.8. Annually, the Division of Higher Education shall transfer to the OAL the unused funds from the previous
academic vear, if any, that were transferred by the OAL to fund the Arkansas Academic Challenge
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13.8.1, An amount equal to four percent (4%) of the total amount of net proceeds disbursed during the

preceding fiscal year in the form of scholarships and grants for higher sducation shall be deposited
from lottery proceeds each vear until the amount in the account equals twenty million dallars
{820,000,000}; thereafter, only the ameunt necessary to maintain the agcount in an amount equal
to twenty million dellars ($20,000,000) shall be deposited intg the account, Any amount in the
account exceeding twenty million dollars {$20,000,000) shall be considered net proceeds and shall
be deposited annually into one or more trust accounts at one or more financial institutions by July
1st of each year.
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Department of Finance and Administration

Office of the Arkansas Lottery

Retailer Rules

1. Section1— Definitions;

Bt g g Y

1.1, 44— "Act” means the Arkansas Scholarship Lottery Act (Act 506 of 2009).

purpase & !

__________ VoW
L)

,,,,,,,,,,,,,,,,,,,,,,,,, <A claim_

thereof.

ey »

1.5, dF—"Courier Service” means the delivery, conveyance, or assignment of any written, printed, or
published devices for consiceration with the purpose of facllitating participaticen in the lottery.

1.6, “Executive Director” means the individual appointed by the Governor to initiate, operatae, supervise, and
administer the OAL lottery games; the Executive Director serves in a dual capacity as a Director of the

Department of Finance and Administration.
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AP 1. The bond shall be renewed annually for each retailer lacation. The ALC
Executive Director may increase or decrease the annual borxd fee as warranted b thg‘ﬁrlgg-i B
Fheannual amount of defauited obligations. In any event, the bond fee shall not be less than $75.00 or
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more than $200.00. A retailer's failure to abide by its financial obligatians to the ALC per the Retailer
Contract shall constitute a default. ALC will pay a retajler’s defaulted abligation from the peol of self-
bond fees. Upon said payment, retailer shall be obligated to reimburse ALC for the full amount of the
defaulted obligation Tmmediately. ALC may institute any and all legal actions authorized by law to collect
adefaulted obligation from a retailer. ALC may suspend a retailer’s authority to sell Lottery Tickets for
any period in which a retailer does not pay the bond required under this section or a defaulted
obligation, A retailer’s authority to sell Lottery Tickets may be reinstated upon payment of an

outstanding bond or defaulted obligation, A retailer’s failure to pay the band or defaulted obligation rma
result in the termination of its license. ALC may suspend a retailer’s authority to sell Lottery Tickets for
any pericd in which a retailer does not pay the bond required under this section or a defaulted
obligation. A retailer’s authority to sell Lottery Tickets may be reinstated upon payment of an
autstanding bond or defaulted obligation. A retailer's failure to pay the bond or defaulted obligation may
result in the termination of its license. At the end of each fiscal year, the Executive Directar may
authorize inclusion of all or a portion of the unused bond fees In the revenues of the CAL for the fiscal

Corporation issued by solvent banks or savings assaciations organized and existing under the laws
of this state or under the laws of the United States;

/ change to the Information submitted in the application including change of business

name, change of location, change of ownership, or change of status of background check may make the
license invalid,

he Executive, Director ma

4.6.1. A————The Executive Director ma
receipt of a person's fully completed lottery retaller's application, the authorization of a complete
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the issuance of a promotional license based on the duration of the promotion and the variety and
quantity of tickets to be sold by the applicant.

4.7.3. G-—J he_Executive Director may waive any license fees or charges in issuing a promotional _
license and may establish procedures to streamline payments by promotional retaiiers to the

lottery.

pravisional/general license in order to cantinue to sell lottery tickets after the expiration of his/her
promotional license.

locations or separate kill'ng statements for each retail location. If the chain retailer wishes to add a new
retail location, the chain retailer will not be required to undergo a new background investigation.

5.

exceed fifty thousand dollars {$50,000);
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check or money order, at the discretion of the retailer. Payments are subject to the same NSF
policies as payments to the ALC. In the event of exceptional circumstances, a retailer may
delay payment of a cash slip for a period of time not to exceed twenty-four (24) hours from
the time the player initlally submits the cash slip to the retailer for payment. “Exceptional
circumstances” means rare and unforeseen circumstances beyond the reasonable centrol of
the retailer.

7.3.7.2. B—within forty-eight {48} hours fror the time the player initially submitted the cash slip to
the retailer for payment, the retailer must submit to the ALC a written report of the delay of

payment and the exceptional circumstances that required the delay.

delayed payment was appropriate under the circumstances. Upon the Executive Director’s

7.3.7.4. B—Jf the Executive, Director finds that the delay was not appropriate, the retailer’s delay of

payment shal be considered a failure to perform contract dutias ar requirements, and the
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8.7. F-F—Contracting for Goods or Services

Y
ALC for Arkansas Scholarship Lottery products or services except with the written approval of the ALC.

8.8. F-8—Gifts,-A retailer shall not provide a gift ar compensation to the Executive Director, an ALC

member or an ALC employee, or the immediate family member of the Executive D

ar ALC employee.

irector, ALC member

~

determines that cancellation, denial, revocation, suspension, or rejection of renewal of a retailer licanse
is in the best interest of the Arkansas Scholarship Lattery, the public welfare, or the State of Arkansas,

the Executive Director or his or her desi
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Office of the Arkansas Lottery

Operational Rules

Preface: The purpose of these rules is to establish the policies and procedures regulating the conduct and
operation of the Arkansas Scholarship Lottery; to make certain that the lottery is operated with dignity and
integrity; and to ensure that the citizens of Arkansas maintain trust and confidence in the Department of Finance &
Administration - Office of the Arkansas Lottery (OAL). These rules are promulgated under the authority of Arkansas
Code Ann. § 23-115-205.

1. Definitions

1.1. "Act" means the Arkansas Scholarship Lottery Act {Act 606 of 2009).

1.2. "Administrative order” means the final disposition of the Department of Finance & Administration - Office of
the Arkansas Lottery in any matter other than a claim in contract or tort, including without limitation bid
protests and retailer licensing in which the Department of Finance & Administration - Office of the Arkansas
Lottery is required by law to make its determination after notice and a hearing.

1.3. "OAL" or "Office" means the Department of Finance & Administration - Office of the Arkansas Lottery.

1.4, "Applicant" means a natural person, corporation, partnership, unincorporated association, or other legal
entity. ‘

1.5. "Banks" means and Includes all commercial banks, mutual savings banks, savings and loan associations, credit
unions, trust companies, and any other type or form of banking institution who are authorized to do business
in the State of Arkansas and that are designated to perform banking institution functions, activities, or service
in connection with the operations of OAL for the deposit and handling of lottery funds, the accounting of the
funds and the safekeeping of records.

1.6. "Bar code validation" means a system which allows any winning lottery ticket, printed with computer
readable bar codes for a prize amount as determined by the OAL, to be read electronically at any claim center
or lottery retailer location and paid by the retailer regardless of where the player purchased the ticket,

1,7. "Certified Drawing" means a number selection event about which the OAL and an independent certified
public accountant attest that the drawing equipment functioned properly and that a random selection of a
winning combination occurred.

1.8. "Claims Center"” means the OAL claims center located at the OAL Main Office in Little Rock, Arkansas, or any
other location authorized by the OAL to validate and pay a winning ticket.

1.9. "Compensation” means any money or anything of value received or to be received as a claim for services,
whether in the form of a retainer, fee, salary, expense, allowance, forbearance, forgiveness, interest,
dividend, royalty, rent, or any other form of recompense or any combination thereof.

1.10."Courier" or "Courier Service" means the delivery, conveyance, or assighment of any written, printed or
published devices for consideration with the purpose of facilitating participation in the lottery.

1.11."Debt" means a liquidated sum due and owing any claimant agency when the sum has accrued through
contract, subrogation, tort, or operation of law regardless of whether there is an outstanding judgment for
the sum; or sum that is due and owing any person and is enforceable by the State of Arkansas.

1.12."Depository" means any entity, including a bank or state agency, performing activities or services in
connection with the operation of the QAL for the deposit and handling of lottery funds, the accounting for
lottery funds, and the safekeeping of tickets.

1.13. "Draw Coordinator" means the party designated by the Director of Security for purposes of designing,
developing, implementing, and maintaining draw procedures and drawing activitles.
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"Drawing" means the procedure used to select the winning numbers or combination of numbers in
accordance with the game rules of the particular lottery game.

"Employee” means a perscn who is an employee of the QAL unless the context clearly indicates otherwise.
"Executive Director" means the individual appoeinted by the Governor 1o initiate, operate, supervise, and
administer the OAL lottery games; the Executive Director serves in a dual role as a Director of the Department
of Finance and Administration. Executive Director also includes any delegation of authority from the
Executive Director to another OAL employee.

"Game" means any individual or lottery game authorized by the OAL pursuant to the Act including but not
limited to instant games and online games.

"Immediate family" means the father, mother, sister, brother, hushand, wife, child, grandmother,
grandfather, grandchild, father-in-law, mother-in-law, sister-in-law, brother-in-law, son-in-law, daughter-in-
law, stepchild, grandmother -in-law, grandfather -in-law, step grandchild, or any individual acting as parent or
guardian.

"Instant Game" means a game in which a ticket is purchased and upon removal of a latex covering or other
covering on the front or back of the ticket or the opening of the sealed ticket, the ticket bearer determines
his or her winnings, if any, which are payable upon presentation to a lottery retailer, claims center or another
entity approved by the OAL.

"Instant Ticket" {aka, "Scratch Card") means a printed card or slip purchased for participation in an instant
game.

"Investigation" shall mean any investigation by any law enforcement agency or OAL Security Investigators
regarding the theft, loss, destruction, alteration, or fraudulent activity surrounding the sale, presentation for
payment, or validation of any lottery ticket sold by Retailer.

“Legal Owner" means the individual{s} whose name(s} appear on the ticket or share in the space designated
for "Name" or in the absence of such entry the bearer of the ticket or share.

“Lottery" or "Lottery Game" means the public gaming system or games established and operated by OAL.
"Lottery Retailer” or "Retailer” means any person licensed by the OAL to sell and dispense instant tickets and
materials or lottery games.

"Lottery Ticket" or "Ticket" means tickets or other tangible evidence of participation used in lottery games
pursuant to the Act,

"Office of the Arkansas Lottery” ("OAL") {"the OAL"} means the division of the Department of Finance and
Administration that is charged with operations, oversight, compliance, and financial review of the offering
and sales of lottery games within the State of Arkansas.

"Online Game" means a state or multi -state lottery game in which a player pays a fee to a lottery retailer and
selects or uses a computer terminal to select a combination of digits, numbers, or symbols, the type and
amount of play, and the drawing date, and receives a computer-generated ticket with those selections
printed on it.

"Online Terminal" (see also, "Terminal") means the electronic interface computer terminal through which a
retailer enters by scan, play slip, or manually the combination of numbers or symbols selected by a player or
random number generator (aka, "Quick Pick") and by which online tickets are generated and claims are
validated.

"Online Ticket" means a computer-generated ticket issued by a lottery retailer to a player as a receipt for the
combination of digits, numbers, or symbols selected.

"Operational Rules” mean those rules adopted and published by the OAL setting forth the rules regarding the
QAL's operations of the Arkansas Scholarship Lottery.
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"Person” means an individual, association, corporation, club, trust, estate, society, governmental entity,
company, joint stock company, receiver, trustee, assignhee, referee, and anyene acting in a fiduciary or
representative capacity, whether appointed by a court or otherwise, and any combination of human beings.
"Player" means any individual who purchases or is given a lottery game from a retailer or the OAL.

"Prize" means any award, financial or otherwise, awarded by the OAL.

"Random number generator" means a computer driven electronic device capable of producing numbers at
random.

“Responsible Person” means an individual who has the authority to enter into a contract with the OAL on
behalf of themselves or any applicant.

"Retailer License Application” means the document executed by the Lottery Retailer upon application for a
license to sell lottery games and tickets; this document includes the type of retailer, including but not limited
to special terms and conditions such as alternative forms of delivery as set forth herein in Section 1.10.
"Retailer Contract” means the document executed between the QAL and Lottery Retailer which sets forth the
terms, conditions, and requirements between the parties.

"Retaller Rules" means the terms, conditions, requirements, and rules regarding Lottery Retailer activities and
limitations, affirmative duties, and obligations.

"Share" means any intangible evidence in participation in a lottery.

"Terminal" (see also, "Online Terminal") means the electronic interface computer terminal through which a
retailer enters by scan, play slip, or manually the combination of numbers or symbols selected by a player or
random number generator (aka, "Quick Pick") and by which online tickets are generated and claims are
validated. '

"Ticket Bearer" means the person who has signed the ticket or has possessicn of the unsigned ticket.

"Ticket Number" means the preprinted number found on the back of each ticket which identifies that ticket
as one {1) of a series of tickets.

“Ticket Pack Number" means the printed number or numbers appearing on the back of each ticket.

"Ticket Vending Machine" {"TVM") means a player self-service machine that can:

1.44.1. Sell hoth online tickets and instant tickets;

1.44.2. Report real-time sales of both online tickets and instant tickets, low and empty bins, a full cash
box, jammed tickets, diagnostic and error messages, and low paper stock, to the central system;

1.44.3. Check and validate online tickets and instant tickets;

1.44.4, Provide for either the cashing of online tickets and instant tickets via voucher, or other payment
methed provided to a player, which can be negotiated at retail or used on the TVM for a continued
lottery play; and

1.44.5. Provide for age control play as specified in Arkansas Code Annotated § 23-115- 402{e}(1) and {2).

"Unclaimed Prize" means the prize on a winning ticket for which no claim is made within the required time
period after the drawing or winner selection event which made the ticket a winning ticket.

"Unclaimed Prize Account" means the OAL account to which unclaimed prizes are transferred.

"Validation" means the process of determining whether an instant or online ticket presented for payment is a
winning ticket.

"Validation Number" means the multi -digit number found on the face of the ticket. There must be a
validation number on each ticket.

"Vendor" means a person who provides or proposes to provide goods or services to the OAL under a
procurement contract. "Vendor" does not include:

1.49.1. Anemployee of the QAL;

1.49.2. Aretailer; or

1.49.3. A state agency or instrumentality.

Updated 07.07.2022 JCH




1.50.

1.51.

1.52.

1.53.

1.54.

1.55.

2.1,
2.2,
2.3.

2.4.
2.5,

2.6,
2.7.
2.8.
2.5.
2.10

2.11
2.12
2.13
2.14
2.15
2.16
217
2.18

2.19.

2.20
3.

<

Arkansas

Scholarship Lottery

"Working papers" means the programming parameters and specific detaifs for each game, including the

identification of the game, ticket price and prize structure.

“Website" means the OAL's lottery address at http://myarkansaslottery.com/or any other website that may

be specified by the OAL.

"Winner" means the holder of a lottery ticket determined to have the required match or the specific

alignment of the play numbers, digits or symbols, the required sum of the play numbers or digits in

accardance with the game rules for the specific game, or a redeemable prize amount indicated on its face.

"Winner anonymity" means anonymity from public disclosure of an individual within the context and

provisions set forth in A.C.A. §23-115-404 et seq. (2021).

"Winner selection” means the drawing process used by the OAL to select the winning numbers in online

_games.

"Winning Combination" means numbers or symbols chosen during the drawing process used by the OAL to

select the winning numbers In online games.

Authority of Executive Director.

Notwithstanding the authority and duties listed in Arkansas Code Ann. § 23-115-302 or other such

responsibilities and duties designated by the Department of Finance and Administration, the Executive

Director of the OAL may:

Cancel or postpone any promotion at any time;

Contract with and license retailers for the sale of lottery games and shares;

Direct the distribution of on-line terminals, ticket stock, and supplies shipped directly from the manufacturer
or supplier to an authorized retailer;

Determine the price paid for all lottery games and shares;

Determine the types of online and instant games to be offered for sale at retailers, including any necessary
game rules for the proper administration of the games;

Establish a procedure for the disposition of unsold lottery games;

Develop and determine the working papers of each lottery game;

Announce the time for the end of sales prior to the drawings for each type of online game;

Designate the type of equipment to be used for each online game;

. Establish procedures to randomly select the winning combinations for gach type of online game, and require
the presence of an independent accountant or other third party to witness all pre- and post -drawing tests,
and the drawing or winner selection;

. Determine the location, times, and days of prize drawings and promotions;

. Determine the manner and freguency of online game drawings; _

. Establish game rules and procedures governing the conduct of drawings for each instant and online game;

.Investigate and conduct hearings pursuant to a consumer complaint;

. Make the final decision on whether any prize is paid, or any annual prize payment is made;

.Enter Into any contracts for annuities;

. Hold copyrights, trademarks, and service marks and enforce OAL's rights with respect to them;

. Enter into written agreements with one or more states or sovereigns for the operation, participation in

marketing, and promotion of a joint lottery or joint lottery games;

Perform other duties and powers necessary or convenient to carry out and effectuate the purposes and

provisions of the OAL and those generally associated with a director of an entrepreneurial business

enterprise; and

. Take any other action necessary for the efficient and effective operation of the lottery.

Use of OAL/Arkansas Scholarship Lottery Trademarks.
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Lottery retailers may use, and display the lottery logo, trademark, and other advertising materials without
charge to the user or compensation to GAL for its use.

Any use of the lottery fogo or other trademarked or copyright materials, other intellectual property, or copy
in advertising or production of consumer articles requires a prior written request and execution of the retailer
contract.

The Executive Director may exercise supervision over the quality of the materials produced under trademark
licensing agreement and may require as a condition to continuation of the license, changes in quality of the
goods or materlal produced.

The Executive Director may at any time terminate an agreement to license in the event that the licensee falls
to meet the requirement of the agreement, or in the event that the continuation of the license is not
considered to be in the best interest of OAL or of the State of Arkansas.

The logo shall not be modified.in any way, including a change in color without the express written approval
from the Executive Director prior to its use.

4. Draw Integrity

4.1

4.2,

4.3.

4.4,

4.5.
4.6.

Subject to the approval of the Executive Director, the OAL's Director of Security shall designate an QAL "Draw
Coordinator” to develop and maintain responsibility for the Drawing activities. Lottery drawings shall be
conducted pursuant to the procedures developed by the Draw Coordinator in consultation with the Director
of Security and as approved by the Executive Director. Drawing procedures shall include provisions for the
substitution of back up drawing equipment or methods in the event primary drawing equipment
malfunctions or fails for any reason and procedures for completing a drawing that is interrupted due to
equipment malfunction or operator error.

The OAL may use any type of equipment or method, including electronic or manual equipment and any
variety of existing or future methods or equipment, for determining the winner or winning combination in
any lottery game that involves a drawing.

The QAL shall ensure the security and integrity of any electronic drawing equipment used to determine a
winner or winning combinations. Any electronic connections to this equipment must be made by a secure
method. The OAL shall test the equipment as needed to ensure proper operation and lack of tampering or
fraud. The OAL shall have its random number generators, or any other computer -driven or computer -
assisted device used for a drawing, statistically analyzed, tested, and certified by an independent, qualified
statistician for integrity.

The QAL shall ensure the security and integrity of any manual equipment used to determine a winner or
winning combinations. Any manual equipment used by the lottery to determine a winner or winning
combinations must be inspected by an independent certified public accountant or the professional
representative of an independent certified public accountancy organization and an employee or agent of the
OAL before and after the drawing. The drawing and such inspections must be recorded on video and audio
tape. Any drawing using manual equipment must be witnessed by an independent certified public
accountant, a professional representative of an independent certified public accountancy organization or the
applicable state entity. :

The OAL may use random number generators to determine winning numbers for lottery games.

Subject to the approval of the Executive Director, the GAL's Director of Security shall establish procedures to
ensure the physical security of the OAL's drawing equipment and shall specify the individuals who shall have
physical access to that equipment. Any random number generator, or any other computer-driven or
computer-assisted device used by the OAL to determine winners or winning combinations, shall be kept in a
sealed enclosure within a secure area. Any person who enters the sealed enclosure must have permission
from OAL Security and be escorted by an OAL Security Section officer or employee.
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If, during a game drawing, an equipment failure or operator error causes an interruption in the selection of
numbers or symbols, the Draw Coordinator will declare a technical difficulty. Any number drawn prior to the
declaration of a technical difficulty will stand and be deemed official when verified by the Draw Coordinator.
The drawing will be completed as set forth in the Draw Coordinator's procedures,

The Executive Director will delay payment of all prizes if any evidence exists or there are grounds for
suspicion of equipment malfunction, tampering, or fraud. In such event, the QAL will not pay any prize until
the QAL completes an investigation and the Executive Director approves the drawing and authorizes
payment. If the Executive Director does not approve the drawing, it will be void and the OAL will conduct
another drawing to determine the winner or the winning combinations.

Sale of Lottery Games and Shares
Generally. Any person who buys or accepts a lottery game or otherwise participates in the lottery agrees to
be bound by all laws, rules, regulations, and policies of that particular lottery game and DAL including the Act.
All players or persons purchasing or possessing any lottery ticket or share must compiy with and are bound by
all applicable laws, rules, and procedures and any additional terms and conditions found on the ticket or
share itself. in the event of a conflict between the OAL's rules and additional terms and conditions found on
the back of a ticket or share, the rules control.

Eligibility

5.2.1. Lottery games or tickets may only be sold to an individual who is eighteen (18) years old or older,

5.2.2. A lottery game or share may not be purchased by any

5.2.2.1. Individual under eighteen (18) years of age.
5.2.2.2. Anindividual is not efigible to win a lottery prize while incarcerated in the Division of
Correction, the Division of Community Correction, or a county or municipal jail or detention
facility.
5.2.3. Nothing in this section shail be construed to prevent a person who lawfully purchases or possesses
a lottery ticket or share from making a gift of such ticket or share to another person who could
lawfully purchase or possess a lottery game.

Sales Locations. Lottery games or shares may only be sold by a lottery retailer at the location listed in the
retailer contract. The Executive Director may also designate its agents or-employees to sell lottery tickets or
shares directly to the public, either in person or through electronic means at any location authorized by the
lottery.
Courier Services, In the sole discretion of the Executive Director, a duly licensed OAL Lottery Retailer may be
allowed to contract with a third-party (non-lottery licensed, but registered with OAL} entity for the purpose of
delivering lottery draw tickets purchased directly from the OAL Retailer by a Courier Service for delivery to
individuals located within the borders of the State of Arkansas at the time of ticket order; and, to deliver
winning tickets to those individuals as a "for profit" service. The amount of the fee associated with the
courier service shall be clearly presented to the consumer prior to confirming the order, thereby allowing the
consumer to forego the service (and the fee) if the fee is not acceptable to the consumer. The Retailer shall
not sell {a) instant tickets and (b} Fast Play tickets via courier. The courier services shall only be performed via
website and/or mobile application and shall not constitute physical delivery of lottery tickets other than by
mail or parcel delivery. An OAL Retailer offering courier services per this section must (a) notify OAL 10-days
in advance of the offering or use of any courier service, and (b) the OAL Retailer remains liable for any loss,
fraud, destruction, or claim of any kind associated with the use of courier services in providing delivery to
consumers. The Department of Finance and Administration, the Office of the Arkansas Lottery, its employees,
and agents shall be held harmless for any dispute arising out of the use of a courier service for the delivery of
lottery tickets and/or any fees assessed to the consumer associated with the use of the courier service. The
Executive Director retains sole discretion regarding the use of a courier service by a Retailer.
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Courier Registration. Any entity acting as a courier service for purposes of purchasing lottery tickets on behalf
of a third party, shall be required to register with the Department of Finance and Administration — Office of
the Arkansas Lottery, 30 days in advance of offering courier services. Couriers are specifically prohibited from
applying for or maintaining an OAL licensed retailer license. These rules require a courier service to
contractually partner with an OAL licensed retailer(s) with wham they will purchase tickets. Registration will
serve as notice of operation of a courier service provider within the State of Arkansas, and does not
constitute Licensure or reguiation of courier services by the Department of Finance and Administration —
Office of the Arkansas Lottery.,

Authority to Suspend or Terminate Retailer License Utilizing Courier Services, The Executive Director shall
have sole discretion to suspend or terminate any QAL licensed retailer whose use of a courier service
constitutes an operational threat, threat of loss, consumer fraud, deception or any other factor deemed to
negatively impact the appearance of game integrity, fairness, or reputational harm to OAL and the ASL game
portfolio. A retailer may appeal the Executive Director's decision to suspend or terminate a retail license
premised upon this section in the same manner as provided for herein regarding proper forums and venues
for resolution of disputes.

Price. Unless authaorized to do so in writing by the Executive Director, a person shall not sell a ticket or share
at a price other than established by the Executive Director. The Executive Director may designate its agents or
employees to sell or give lottery games or shares directly to the public.

Sales Are Final. The sale of all lottery tickets and shares is final and no ticket returns are to be accepted by the
retailer. A player may not return a lottery ticket or share for a refund of the purchase price or exchange
unless the specific game rule provides otherwise. Where a specific rule provides that the purchaser of a
lottery ticket or share may cancel the purchase, the following is the procedure for cancellation: ‘

5.8.1. To cancel a purchase of a lottery ticket or share, the player must return it to the selling retailer on
the day of purchase before wagers are disabled prior to the first drawing or other winner
determination time as applicable.

5.8.2. The player shall receive a refund from the retailer equal to the purchase amount of the lottery
ticket or share.

5.8.3. If a lottery ticket or share cannct be cancelled because the OAL's central computer system does not
record the cancellation in a timely manner due to a mechanical or electronic transmission
malfunction, credit may stilf be given to the retailer provided the following steps are taken:

5.8.3.1. The retailer attempts to cancel the lottery ticket or share hefore wagers are suspended and a
computer record of the attempt Is created.
5.8.3.2. The retailer calls the Retailer Services Hotline and gives the lottery ticket or share's identifying
number to the operator, and
5.8.3.3. The retailer mails the lottery ticket or share to the OAL within two weeks from the date of
purchase.
Tickets or Shares. Notwithstanding any other rule, tickets or shares cannot be cancelled under any
circumstances.

5.10. Future Drawings. A player may purchase a ticket or tickets for future consecutive drawings to the extent

permitted by the QAL for each lottery game. The player must specify at the time of purchase that the ticket or
tickets include future consecutive drawings. However, no lottery games or shares may be sold after the
commencement of a drawing. The date of the drawing shall be printed on all tickets except instant tickets.

5.11. Player Error. The OAL is not liable for lottery tickets or shares that are purchased in error. It is the

responsibility of the player to verify at the time of purchase that he/she in fact received what was requested
and to rectify any discrepancy immediately. If a defective ticket is purchased, the only responsibility or
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liability of the QAL is the replacement of the defective ticket with another unplayed ticket or tickets of
equivalent sale price from any other current game.
Lottery Tickets or Shares
Bearer Instrument. Except for a lottery ticket or share claimed jointly in accordance with the provisions of this
rule, untit such time as a name of an individual or individuals is imprinted or placed upon a lottery ticket or
share in the area designated for "Name," the ticket or share is a bearer instrument and is owned by the
bearer of the ticket or share. When a name or names is placed on the ticket or share in the desighated place,
the ticket or share ceases to be a bearer instrument and only the individual whose name appears in that area
is the fegal owner of the ticket or share. Only an individual or individuals may own a ticket or share and clalm
a prize. '
Ticket Validation Requirements. Any lottery games or shares not passing all the validation requirements in
this section and the specific validation requirements contained in the rules for its specific game are invalid
and ineligible for any prize. Once validated, a lottery retailer must deface the lottery game in the manner
prescribed by the Executive Director.
Instant Tickets. An instant ticket must meet all of the following requirements in order to be considered valid
and payable:

6.3.1. The instant ticket was issued in an authorized manner;

6.3.2. The instant ticket is not altered, mutilated, unreadable, reconstructed, or tampered with in any
manner;

6.3.3. The instant ticket is not counterfeit in whole or in part;

6.3.4. The instant ticket is not stolen nor appears in any list of omitted instant tickets on file with the QAL;

6.3.5. The instant ticket is complete and not blank or partially blank, miscut, misregistered, defective, or
printed or produced in error;

6.3.6. The instant ticket has the correct number of play symbols in the correct position;

6.3.7. The symbols must be present in their entirety, legible, right -side up, and not reversed in any
manner;

6.3.8. The validation number of an apparent winning ticket appears on the OAL's official list of validation
numbers of winning instant tickets; and an instant ticket with that validation number has not been
previously paid; and,

6.3.9. The instant ticket passes all additicnal confidential validation requirements.

Online Games
6.4.1. An instant online ticket must meet all of the following requirements in order to be considered valid:

6.4.1.1. All printing on the ticket shall be present in its entirety, be legible, and correspond, using the
computer validation file, to the combination and date printed on the ticket. The ticket is not
valid unless the ticket number and other information are recorded in the OAL computer and
transaction master file;

6.4.1.2. The ticket shall be intact;

6.4.1.3. The ticket shall not be altered, mutilated, unreadable, reconstructed, or tampered with in any
manher;

6.4.1.4. The ticket shall not be counterfeit or an exact duplicate of another winning ticket;

6.4.1.5. The ticket shall have been issued by an authorized retailer in an authorized manner;

6.4.1.6. The ticket shall not have been stolen or canceled;

6.4.1.7. The ticket shall not have been previously paid; and

6.4,1.8. The ticket shall pass all other confidential security checks of QAL

6.4.2. The Executive Director may replace an invalid online ticket with an online ticket for a future drawing
of the same game. The Executive Director at his or her discretion may pay the prize for a ticket that
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is partially mutilated or is not intact if the oniine ticket can still be validated by the other validation
requirements.

7. Share of Tickets or Shares by use of Electrical or Mechanical Devices
7.1, Ticket Vending Machines {TVM). The OAL may sell lottery tickets or shares by use of Ticket Vending Machines
with the following specifications:

7.4
7.1.2.
7.1.3.
7.1.4.

7.1.5.

TVM must be capable of dispensing instant ticket games, online games, and other related materials
and information;

TVM must be capable of validating a player's age, using a government -issued form of identification;
TVM must be capable of accepting U.S. currency and accumulating player credits;

TVIM must have a method of immediate machine deactivation to monitor potential underage play;
and ‘

TVM must have an auxiliary power source for continuous electrical power.

7.2. Procedures and Requirements. All OAL retailers shall follow the following procedures and requirements to
prevent the use of electronic or mechanical devises by an individual under eighteen (18) years of age:

7.2.1.

7.2.2.
7.2.3.
7.2.4.
7.2.5.

7.2.6.

7.2.7.

7.2.8.

No individual under eighteen (18) years of age shall use a TVM for any purpose, including but not
limited to, the purchase of lottery tickets or shares from the OAL;

TVM machines must have an underage gambling netification prominently placed on the TVM
directly above the currency acceptor. This notification shall state that it is against the law for an
individual to play if under eighteen (18) years of age.

The TVM must be placed in a location agreed upon by the OAL and the retailer that is within a work
area staffed during all hours the retailer location is open to the public. The retailer shall agree,
pursuant to the retailer contract, not to relocate the TYM without prior permission from the OAL.
Each TVM shall be equipped with a remote-control device capable of temporarily terminating the
ahility of the TVM to sell lottery products.

All retailers using TVM machines to sell lottery products shall be trained in procedures related to
the use, operation, and monitoring of the TVM and disabling the TVM either via remote control or
other reasonable means if an individual under eighteen (18} years of age attempts to operate the
unit or if the TVM is not being properly monitored.

The TVM remote control shall be provided to the authorized agent responsible for monitoring
underage play. The remote control may be used to activate an alarm when individuals who appear
to be under the age of eighteen (18) are attempting to purchase lottery products or are loitering
about the TYM,

The TVM must be equipped with internal hinges and an alarm for notification of tilt or unauthorized
access.

Any retailer selling lottery products with a TV shall not perform maintenance on the TVM and is
required to notify the OAL immediately in the event of a TVM malfunction.

8. Payment of Prizes
8.1, Procedures

8.1.1.

A legal owner may present the winning ticket for a prize not exceeding five hundred dollars ($500)
to any retailer, an OAL approved claim office, the OAL Main Office or may mail the signed ticket to
the QAL for payment. Prizes shall be paid during the normal business hours of the retailer. If the
claim cannot be validated, the claimant must fill out an QAL claim form and mail or present to the
OAL the completed form with the disputed ticket. A check shall be forwarded to the claimant for
payment of the amount due if the claim is validated. In the event that the claim is not validated, the
claimant shall be promptly notified that the claim is denied.
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8.1.2. A legal owner of a prize of more than five hundred dollars ($500) shall complete a claim form and
submit the form with the winning ticket either in person at an OAL ¢laims center or by mail to the
OAL Main Office, Upon validation, a check shall be forwarded to the claimant in payment of the
amount due. OAL will deduct from the amount due any required federal and state income tax
withholdings and any withholding required by Arkansas Code Ann. §23-115-1001 et seq. In the
event that the claim is not validated, the claim shall be denied, and the claimant shall be promptly
notified that the claim is denied.,

8.1.3. The Executive Director may require claims of one million ($1,000,000) dallars or more to be
redeemed at the OAL Main Office.

8.1.4. For any winning prize redeemed at the OAL Main Office, payment will be made by check, with the
exception of a prize that is merchandise. -

8.1.5. The DAL is not liable for any lost or misdirected winning tickets sent by mail.

8.1.6. The OAL shall make available a list of all winning numbers for the fifty-two (52) previous weeks,

8.2. Restrictions on Eligibility of Prizes. The following are not eligible to redeem any Iottery prize:

8.3

8.4.

8.2.1. Any individual under eighteen (18) years of age;
8.2.2, Any individual incarcerated in;
8.2.2.1. The Department of Correction;
8.2.2.2. The Department of Community Correction; or
8.2.2.3. A county or municipal jail or detention facility.

8.2.3. If the amount of the prize exceeds five hundred dollars {$500.00), an employee of the OAL or their
immediate family members living in the same household as the employee.

8.2.4. Any officer, employee, agent, or subcontractor of an OAL vendor; or immediate family of the
officer, employee, agent, or subcontractor of an OAL vendor if that officer, empioyee, agent, or
subcontractor has access to confidential information that may compromise the integrity of a
lottery,

Time Period for Redemption. The Executive Director may at any time alter the time periods for redemption of
a lottery prize. If a valid claim is not made for a cash lottery prize within the applicable period, the cash
lottery prize constitutes an unclaimed lottery prize. A holder of & winning ticket must claim the prize within
the following time periods:

8.3.1. To claim an online game prize, the claimant must submit the winning online ticket for validation at a
lottery office or retailer on or before the 180th day after the winning drawing. If the ticket has
remaining drawings, a coritinuation ticket will be issued. If mailed, the envelope containing both the
ticket and claim form, if required, must be postmarked on or before the 180°h day after the winning
drawing.

8.3.2. To claim a scratch-off/instant game prize, the claimant must submit the winning scratch-offfinstant
ticket for validation at a claims center or retailer on or before the 90th day after the official end of
game, If mailed, the envelope containing both the ticket and claim form, if required, must be
postmarked on or before the 90th day after the end of the game sales date.

Tax Liability. Proceeds of a lottery prize are subject to federal and Arkansas state income tax, Each United
States resident who is to receive a payment of winnings greater than $600 shall furnish to the QAL the
information required on the Internal Revenue Service Form W-2G (or any other form required by the IRS)
including but not limited to the winner's name, address, and social security number. This disclosure is
mandatory and the authority for such disclosure is 42 USC 405{c} (2} (C}, 26 CFR 31.3402{q)-1(e), and
Arkansas Code Ann. § 23-115-403, A winner's social security number will only be used for the purpose of
transmitting the prize amount to the appropriate taxing authorities and identifying individuals subject to Debt
Set Off procedures set forth in Section 8.13.
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Prizes Non-Assignable. A lottery prize, any portion of a lottery prize, or any right of any individual to a lottery
prize is not assignable, except that the payment of any prize drawn may be paid to the estate of a deceased
prize winner pursuant to an appropriate judicial order.

Prizes Payable after Death. A lottery prize or any portion of a lottery prize remaining unpaid at the death of a
lottery prize winner shall be paid to the estate of the deceased lottery prize winner or to the trustee of a trust
established by the deceased lottery prize winner as settlor if:

8.6.1. A copy of the trust document or instrument has been filed with the OAL along with a notarized
letter of direction from the settlor; and

8.6.2. No written notice of revocation has been received by the OAL hefore the settlor's death.

8.6.3. Following a settlor's death and before any payment to a successor trustee, the QAL shall obtain
from the trustee a written agreement to indemnify and hold the OAL harmless with respect to any
claims that may be asserted against the QAL arising from payment to or through the trust.

8.6.4. Under an appropriate judicial order, an individual shall be paid the lottery prize to which a winner is
entitled.

8.6.5. The Executive Director reserves the right to petition any court of competent jurisdiction to
determine the proper payment of any prize winnings due to a deceased prize winner.

8.6.6. If any lottery prize is properly owned by an individual under eighteen {18) years of age, such as
through inheritance, it must be paid to the parent, guardian or custodian of such person under the
Arkansas Uniform Transfers to Minors Act.

Issuance of Prizes to Multiple Owners

8.7.1. All individuals claiming ownership of the winning lottery ticket or share must complete and sign the
OAL's request and release form. Each of the persons signing the form must indicate each person's
proporticnate share of the prize. Each person must recelve at [east $1.00. At least one of the
persons claiming ownership of the ticket or share must sign the ticket or share. That person's
signature must also appear on the request and release form. If a winning ticket or share is mailed to
the QAL with multiple signatures on it, the Executive Director will mail the request and release form
to the claimants. A deceased sighatory who dies before sighing the request and release form will be
presumed to have an ownership interest equal to that of the other signatories. In the event there is
a deceased signatory, the Executive Director may withhold payment for 60 days from the date of
validation to allow co -owners the opportunity to seek a declaratory ruling from a court,

8.7.2. Upon the signatures of the request and release form, the Executive Director will issue to each
individual claiming a share of the prize amount a check for the portion of the prize amount claimed
by each multiple owner, the total not to exceed the total prize amount. However, the Executive
Director reserves the right to issue a single prize check to an individual whose name appears on the
ticket or share instead of multiple prize checks to the owners of the ticket or share if the number of
persons claiming a share of the prize exceeds 100 people. The OAL shall pay multiple winners of a
lottery prize only at the OAL Claims Center in Little Rock. Retailers are not authorized to pay
multiple winners who share a single prize.

Relinquishment of Interest. When a person who has signed a lottery ticket or share wishes to relinguish the
person's ownership interest in the lottery ticket or share, that person must sign the OAL's release of
ownership form relinquishing the person’s ownership interest. In no event will a person be permitted to
relinquish ownership interest once it is determined that the person owes any indebtedness pursuant to
Sectlon 8.13 of this Section or other legal attachment has taken place. Once the OAL receives the release of
ownership form, it is irrevocable.

Conflicting Information or Discrepancies. If there is conflicting information or discrepancies between the
names on a winning lottery ticket or share and the names on a claim form, the OAL may withhold prize
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payment untlil the conflicting information is resolved to the OAL's satisfaction. Discrepancies include but are
not limited to names or addresses scratched out or erased, or unreadable or altered names or addresses, If
there is a determination that more than one (1} claimant is entitled to a particular lottery prize, the sole
remedy of the claimants is the award to each of them of an equal share in the lottery prize.

8.10. Non-Payable. The following will not be honored or paid by the OAL or any retailers:

8.11.

8.12.

8.13,

8.10.1, Tickets or shares which are stolen, counterfeit, altered, fraudulent, unissued, produced or issued
in error, unreadable, not received, or not recorded by the OAL within applicable deadlines;

8.10.2. Tickets or shares lacking in captions that conform and agree with the play symbols as appropriate
to the particular lottery involved;

8.10.3. Tickets or shares not in compliance with rules and public or confidential validation and security
tests of the OAL appropriate to the particular lottery involved; or

8.10.4. Any lottery prize which has already been paid.

Investigations. At the discretion of the Executive Director, the OAL may conduct an investigation to aid in the
determination of the rightful owner(s) prior to payment of any prize.

Determinations. The Executive Director’s decisions regarding the determination of a winning lottery ticket or
share, or the determination of the rightful owner or owners of a prize, or of any other dispute or matter
arising from payment or awarding of prizes are final and binding on all parties. The Executive Director shall
malke the final decision on whether any prize is paid, or any annual prize payment is made. All prizes shall be
paid within a reasonable time after they are validated unless the Executive Director delays a prize payment.
The Executive Director may, at any time, delay any prize payment in order to review the validity of a prize
claim, or review a change of circumstances relative to the prize awarded, the payee, or the claim, or review
any other relevant matter that may come to the Executive Director's attention. For any prize requiring annual
payments, all payments after the first payment shall be made on the anniversary date of the first payment in
accordance with the type of prize awarded. Any delayed annual payment will be brought up to date
immediately when payment is authorized by the Executive Director.

Set off for Debts Owed to the State. The following provisions shall apply to the payment of any prizes in
excess of Five Hundred Dollars (5500.00):

8.13.1. The OAL shall set off against any prize the sum of any debt in excess of one hundred dollars
{5100.00) owed to the State of Arkansas or to persons on whose behalf the State and its claiming
agencies act.

8.13.2. Notice of any prize subject to a valid lien from the State of Arkansas will be sent to the winner by
certified mail, return receipt reguested, of the action and the reason the prizes were withheld.

8.13.3. However, if the winner appears and claims prizes in person, the OAL shall notify the winner at
that time by hand delivery of the action,

8.13.4. If the winner does not protest the withholding of the prizes in writing within thirty (30) days of
receipt of the notice, the OAL shall pay the prizes to the claimant agency.

8.13.5. If the winner protests the withholding of the prizes within thirty (30} days of receipt of the
notice, the OAL shall:

8.13.51, File an action in interpleader in the circuit court of the county where the winner resides;
8.13.5.2. Pay the disputed sum into the registry of that court; and
8.13.5.3. Give notice to the claimant agency and winner of the initiation of the action,
8.13.6. Any liens submitted for collection by the OAL shall be ranked and collected in the following
order:

8.13.6.1. Taxes due the state;
8.13.6.2, Delinguent child support;
8.13.6.3, Medicaid reimbursement; and
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8.13.6.4. All other judgments and fiens in order of the date entered or perfected.

8.13.7. Any list of debt from a claimant agency to the OAL must be updated and electronically submitted
to the QAL during the first week of every calendar guarter. The QAL is not obligated to retain the
lists beyond that quarter or deduct debts for lists that are not current. The claimant agency shall
pay to the OAL for any and all costs incurred by the OAL for the setting off of debts.

8.14. Prize Claim Option Final. If a prize winner is given an option regarding the method of prize payment any
payment method selected becomes final and may not be revoked or changed.

8.15. Prize allocation. Prize money allocated to the first prize category shall be divided equally by the number of
purchased game plays winning a first prize.

8.16. Discharge from Liability. The State of Arkansas, its agents, officers, employees and representatives, the QAL,
its Executive Director, agents, officers, employees, and representatives are discharged of all liability upon
payment of a prize or any one instaliment thereof to the holder of any winning lottery ticket or share orin
accordance with the information set forth on any winning lottery ticket or share, any claim form, Iincluding
but not limited to a winner claim form, request to divide prize form, beneficiary designation form, and
relinquishment of ownership interest form.

8.17. Disclosure of Winners

8.17.1. The OAL may use the name, address, and likeness of a winner in any OAL promotional campaign,
advertisement, or press release. A winner who receives a prize or prize payment from the QAL
grants the OAL, its agents, officers, employees, and representatives the right to use, publish in print
or by means of the Internet, and reproduce the winner's name, address, physical likeness,
photograph, portralts, statements made by the winner, and use audio sound clips and video or film
footage of the winner for the purpose of promoting the QAL and its games. Provided however, that
awinner in an amount in excess of $500,000.00 shall be provided the option of electing anonymity
pursuant to the provisions set forth in A.C.A. §23-115-404 et seq. {2021);

8.17.2. If the QAL, its agents, officers, employees, and representatives deem it suitable for advertising,
promotional or publicity use, or press use, a winner further grants the OAL the right to use and
reproduce the winner's likeness in print either alone or in any combination with other persons.
Examples of permitted uses include but are not limited to: radio, television, newspapers, posters,
billboards, commercials, magazines, print advertisements, and the OAL web site. Provided however,
that a winner in an amount in excess of $500,000.00 shall be provided the option of electing
anonymity pursuant to the provisions set forth in A.C.A. §23-115-404 et seq. (2021);

8.17.3. Each winner releases the State of Arkansas, its agents, officers, employees, and representatives,
the QAL, its Executive Director, agents, officers, employees, and representatives from any liability
arising out of any blurring, distortion, alteration, or use in composite form whether intentional or
otherwise, that may occur, or be produced in the printing and production process towards the
completion of any finished product. A winner waives any right to inspect or approve the finished
products, whether it is for a promotional campaign, advertising, or publicity;

9. Advertising and Promotions

9.1. The OAL may engage in shared expense and other co-promotional activities with private or public enterprise
including utilizing donated prizes, goods, services, direct payments, or reduced fees which are intended to
increase ticket sales, increase public goodwill or reduce the costs or expenses of the QAL

10. Consumer Complaints

10.1.If a ticket purchaser or ticket holder files a written complaint with the Executive Director relating to the sale
of a ticket, payment of a prize, conducting of a promotion or other activity relating to the QAL or an QAL
product, the Executive Director shall forward the complaint to appropriate staff for further review. Any such
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complaint shall be filed in a reasonable amount of time after complainant becomes aware of the facts upon
which the complaint is based.

10.2. All matters contained in this policy that call for action of the Executive Director may be executed by a
designee appointed by the Executive Director.

10.3. The complaint will be reviewed to determine its validity and to determine if the infoermation provided is
sufficient, Although the burden may shift on a particular matter, the complainant has the burden of going
forward and of proof. If the review of the complaint indicates that additional information is necessary for an
appropriate response, the complainant may be required to provide additional information, including but not
limited to:

10.3.1. The name, address, and telephone number of the camplainant and the name address and
telephone number of the complainant's legal counsel, if any;

10.3.2. A detailed statement of facts supporting the complainant's position;

10.3.3. A detailed statement outlining the reason(s) for the complaint, including any law or other
authority upon which the complainant relles;

10.3.4. The name(s), address{es), and telephone number{s) of witness(es} who may need a subpoena to
appear;

10.3.5. Any other relevant Information the OAL may reasonably prescribe; and

10.3.6. The evidence, clearly identified, to be considered by the Executive Director.

10.4. The complainant will be notified in writing if more information is needed and will be afforded a reasonable
time to respond. If any information requested is not provided within the prescribed time period, or if the
information submitted fails to present a claim for which relief may be granted, the complaint may be
dismissed by the Executive Director. In his discretion, upon receipt of sufficient information, the Executive
Director may schedule a hearing rather than issuing a decision on the written material submitted. If a hearing
is denied, the complainant may request reconsideration.

10.5. The request for reconsideration for a hearing must be in writing and must be submitted to OAL within thirty
(30) days of the date of the determination or dismissal.

10.6. The Executive Director may require, or the complainant may request a conference in an attempt to expedite
the orderly conduct of the hearing or the settlement of the complaint prior to the scheduled hearing. A
complainant may represent his or her own interest or may be represented by an attorney at law licensed to
practice law in the State of Arkansas. Other than the complainant or the attorney representing complainant,
no person or grganization may represent the interests of a complainant.

10.7.1f a complainant fails to appear at a hearing after due notice, the Executive Director may dismiss, continue, or
decide the matter. Upon timely application and proper notice, the Executive Director may grant a motion for
a continuance or other change in the date, time and place of the hearing.

10.8. The hearing need not be conducted or controlled by either the Arkansas Rules of Evidence or the Arkansas
Rules of Civil Procedure. The hearing will be conducted to the extent and fashion deemed appropriate by the
Executive Director. Unless objection or exception is made, sustained and duly noted on the record, all
evidence appearing in the record shall be deemed to have been properly admitted for consideration. All
hearings will be recorded by a certified court reporter. If a complainant desires the testimony be transcribed
into a transcript or files an appeal, the complainant shall order directly from the reporter an original and one
copy, both of which are the financial respansibility of the complainant ordering the transcript. The original
transcript shall be filed by the reporter directly with the OAL.

10.9. Any decision of the Executive Director regarding a ticket purchaser or holder's written complaint, including
decisions regarding denial or dismissal of a complaint without a hearing or decisions made after hearing all of
the testimony, facts and evidence presented, must:
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10.9.1. Bein writing and sent by United States Postal Service certified mail, a commercial overnight
delivery service or hand -delivered to the complainant as soon as practicable;-

10.9.2. Explain the basis for the determination;

10.9.3. Explain the Information necessary to file an appeal and the time periods in which an appeal must
be filed with the OAL; and

10.9.4. Inform the complainant that he or she may request a hearing before the office, or in lieu of a
hearing, may request that an appeal may be decided upon the written materials presented for the

appeal.
10.10. A complainant aggrieved by a decision of the Office of the Arkansas Lottery may appeal that
decision to the Pulaski County {AR) Circuit Court. (A.C.A. §23-115-209(a) (2015)
10.11. The circuit court shall hear appeals from administrative orders of the office, and based upon the

record of the proceedings before the office, may reverse the administrative order of the office only if the

person appealing the administrative order proves the administrative order to be:

10.11.1. Clearly erroneous;

10.11.2. Procured by fraud;

10.11.3. Aresult of substantial misconduct by the office; or

10.11.4. Contrary to the United States Constitution, the Arkansas Constitution, or A.C.A. §23-115-
209(k}{1-4) {2015).

10.12. The circuit court may remand an appeal to the office to conduct further hearings (A.C.A. §23-
115-209{c} {2015).
10.13. A person who appeals the award of a contract, including without limitation a major procurement

contract, is liable for all costs of appeal and defense if the appeal is denied or the contract aware upheld.
(A.C.A. §23-115-205(d}){1) (2015)

10.14. If upon the motion of the office the circuit court finds the appeal to have been frivolous, the cost
of appeal and defense shall include without limitation the following expenses of the office resulting from
institution of the appeal:

10.14.1. Court costs;

10.14.2. Bond;

10.14.3. Legal fees; and

10.14.4. Loss of income. A.C.A. §23-115-209{d){2}{A-D) (2015}

10.15. A person appealing the award of a contract may be entitled to the reasonable costs incurred in
connection with the contract solicitation, including without limitation bid preparation costs. A.C.A. §23-
115-209(d){3)

10.16. This Section on Consumer Complaints is not applicable to:

10.16.1. Complaints relating to retailers;
10.16.2, Petition for Declaratory Order from the Administrative Appeal;
10.16.3. A claim in contract or tort against the OAL, its employees or agents;

10.16.4. Any retailer, vendor, or applicant for a contract or retailer license aggrieved by an action of the
OAL.

11. Powers

11.1. All powers not specifically defined in these rules are reserved to the OAL under the Act.
12. Notices

12.1. The following notices must be posted in a conspicuous manner at any site where lottery games or shares
are sold:
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12.1,1. Game Information, including participant eligibllity requirements, the beginning and end date of
the promotions, when and how winners will be selected and when and how pI’IZES will be awarded,
if available;

12.1.2. 'Phone Number for the OAL where a Player can call during normal OAL business hours to report
any problems with the purchasing or redeeming of lottery games and shares; and

12.1.3. Other contact Informatlon for the QAL Including the physical address where claims can be
redeemed or mailed.

The website for the Arkansas Scholarship Lottery shali be the central location for all information

concerning the Arkansas Scholarship Lottery and the OAL. The following notices or mformation must be

posted:

12.2.1. Game and Promotion information including whether or not a game has been postponed or
cancelled; ‘

12.2.2. Game rules including participant eligibility requirements, the beginning and end date of the
promotions, when and how winners wili be selected and when and how prizes will be awarded, if
applicable;

12.2.3. Approximate top prize odds and overall odds of winning a prize if those odds can be determmed
with reasonable accuracy at the outset, otherwise, the written rules will state that the odds of
winning a prize cannot be determined in advance and set forth those factors that uItlméter will

“determine the odds; '

12.2.4. Information on how and where to file consumer complaints;

12.2.5. information concerning the signs of problem gambling and access to a source who can answer
questions from affected consumers and provide a list of resources upon request;

12.2.6. Ali rules, regulations and orders promulgated or issued by the OAL; and contact information.for
the DAL

‘The following notices will be provided on the backs of all lottery games, if practicable:

12.3.1. For instant games only, approximate top prize odds and overall odds of winning a prize if those
odds can be determined with reasonable accuracy at the outset;
12.3.2. For all games, Gambling hotline number; and

12 3 3 Any other mformatlon that the OAL deems re!evant for that particular game.
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Department of Finance and Administration

Office of the Arkansas Lottery

Retailer Rules

Preface: The purpose of these rules is to prescribe the procedures for licensing and administering the statewide
network of lottery retailers. These rules are issued pursuant to the authority vested in the QAL under Ark. Code
Ann. §§ 23-115-601 et seq., and 23- 115-207, and the Arkansas Administrative Procedures Act, §§ 25-15-201, et

seq.

1.

Definitions

1.1.
1.2

1.3.

1.4.

1.5,

1.6.

1.7

18

1.9,

1.10.

1.11.

1.12

1.13.

“Act” means the Arkansas Scholarship Lottery Act (Act 606 of 2009).

“Applicant” means any person applying for a contract with the QAL for the purpose of selling lottery
games to the public.

“Application” means the forms, documents, or other information that the QAL requires an applicant to
submit to the OAL to apply for or maintain a retailer contract.

"Applicant" means a natural person, corporation, partnership, unincorporated association, or other legal
entity.

"Banks" means and includes all commercial banks, mutual savings banks, savings and loan associations,
credit unions, trust companies, and any other type or form of banking institution who are authorized to
do business in the State of Arkansas and that are designated to perform banking institution functions,
activities, or service in connection with the operations of OAL for the deposit and handling of lottery
funds, the accounting of the funds and the safekeeping of records.

"Bar code validation" means a system which allows any winning lottery ticket, printed with computer
readable bar codes for a prize amount as determined by the OAL, to be read electronically at any claim
center or lottery retailer location and paid by the retailer regardless of where the player purchased the
ticket,

"Claim Center" means the OAL Claim Center located at the QAL Main Office in Little Rock, Arkansas, or
any other location authorized by the QAL to validate and pay a winning ticket.

"Compensation" means any maoney or anything of value received or to be received as a claim for services,
whether in the form of a retainer, fee, salary, expense, allowance, forbearance, forgiveness, interest,
dividend, royalty, rent, or any other form of recompense or any combination thereof.

“Compensation” means meney or anything of value received or to be received as a claim for services,
whether in the form of a retainer, fee, salary, expense, allowance, forbearance, forgiveness, interest,
dividend, royalty, rent, or any other form of recompense or any combination thereof.

“Courier” or “Courier Service” {see also, “Lottery Courier” and “Lottery Courier Service”)} means the
delivery, conveyance, or assignment of any written, printed, or published devices for consideration with
the purpose of facilitating participation in the lottery.

“Debt" means a liquidated sum due and owing any claimant agency when the sum has accrued through
contract, subrogation, tort, or operation of law regardless of whether there is an outstanding judgment
for the sum; or sum that is due and owing any person and is enforceable by the State of Arkansas.
“Depository" means any entity, including a bank or state agency, performing activities or services in
connection with the operation of the OAL for the deposit and handling of lottery funds, the accounting
for lottery funds, and the safekeeping of tickets.

"Player" means any individual who purchases or is given a lottery game from a retailer or the OAL.
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1,14, “Executive Director” means the individual appointed by the Governor to initiate, operate, supetvise, and
administer the OAL lottery games; the Executive Director serves in a dual capacity as a Director of the
Department of Finance and Administration,

1.15."Game" means any individual or type of lottery authorized by the QAL pursuant to the Act including
without limitation instant tickets and online game tickets.

1.16. “Immediate Family” means the father, mother, sister, brother, husband, wife, child, grandmother,
grandfather, grandchild, father-in-law, mother-in-faw, sister-in-law, brother-in-law, daughter-in-law, son-
in-faw, stepchild, grandmother-in-law, grandfather-in-law, step grandchiid, or any individual acting as
parent or guardian.

1.17."instant Game" means a game in which a ticket Is purchased and upon removal of a latex covering or
other covering on the front of the ticket or the opening of the sealed ticket, the ticket bearer determines
his or her winnings, if any, which are payable upon presentation to a retailer or to the OAL for payment.

1.18. "Instant Ticket" means a printed card or slip purchased for participation in an instant game.

1.15. "Legal Owner" means the individual(s) whose name(s) appear on the ticket or share in the space
designated for "Name" or in the absence of such entry the bearer of the ticket or share.

1.20. "License" means an authorization granted by the OAL to a person to sell lottery games, including without
limitation the execution of a contract between the QAL and the person relating to obligations and terms
for operating as a retailer.

1.21."Lottery” or "Lottery Game" means the public gaming system or games established and operated by OAL.

1.22. “Lottery Courier” or “Lottery Courier Service” (see also, “Courier” and “Courier Service"’) means the
delivery, conveyance, or assignment of any written, printed, or published devices for consideration with
the purpose of facilitating participation in the lottery.

1.23. "Lottery Proceeds" includes without limitation:

1.23.1, Unsold instant tickets received by a retailer;

1.23.2. Cash proceeds of the sale of any lottery products;
1.23.3. Net of allowable sales; and

1.23.4. Credit for lottery prizes paid to winners by retailers.

1.24. "Lottery Retailer" or "Retailer" means any person licensed by the OAL to sell and dispense instant tickets
and materials or lottery games.

1.25. "Lottery Ticket" or "Ticket" means tickets or other tangible evidence of participation used in lottery
games pursuant to the Act,

1.26. “Office of the Arkansas Lottery” or “OAL” or “Office” means the Department of Finance and
Administration — Office of the Arkansas Lottery.

1.27."Online Game" means a lottery game in which a player pays a fee to a retailer and selects or requests a
randomly generated {Quick Pick) combination of digits, numbers, or symbaols, the type and amount of
play, and the drawing date, and receives a computer-generated ticket with those selections printed on it.

1.28."Online Terminal" (see also, “Terminal”) means the electronic interface computer terminal through
which a retailer enters by scan, play slip, or manually the combination of digits, numbers, or symbols
selected by a player or by random number generator (Quick Pick) and by which online tickets are
generated and claims validated.

1.29. "Ondine Ticket" means a computer-generated ticket issued by a retailer to a player as a receipt for the
combination of digits, numbers, or symbols a player has selected by him or herself or through a Quick
Pick.

1.30. "Operational Rules" mean those rules adopted and published by the OAL setting forth the rules regarding
the OAL's operations of the Arkansas Scholarship Lottery.
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1.31. “Person” means any individual, combination of individuals, corporation, partnership, unincorporated
association, or other legal entity.

1.32. “Preliminary background check” means a completed Arkansas State Police check.

1.33."Prize" means any award, financial or otherwise, awarded by the OAL.

1.34. “Responsibkle Person” means an individual who has the authority to enter into a contract with the QAL on
behalf of themselves or any applicant.

1.35."Retailer” means a person who is licensed by the OAL to sell lottery games.

1.36. "Retailer License Application" means the document executed by the Lottery Retailer upeon application for
a license to sell lottery games and tickets; this document includes the type of retailer, including but not
limited to special terms and conditions such as alternative forms of delivery as set forth herein in Section
1.10.

1.37."Retailer Contract" means the document executed between the OAL and Lottery Retailer which sets
forth the terms, conditions, and requirements between the parties.

1.38. “Retailer Rules” means those rules adopted and published by OAL setting forth the rules regarding OAL’s
licensing and administration of the statewide network of [ottery retailers.

1.39."Share" means any intangible evidence of participation in a lottery.

1.40. "Terminal" {see also, "Online Terminal") means the electronic interface computer terminal through
which a retailer enters by scan, play slip, or manually the combination of numbers or symbols selected by
a player or random number generator (aka, "Quick Pick"} and by which online tickets are generated and
claims are validated.

1.41. "Ticket" means any tangible evidence issued by a lottery to prove participation in a lottery.

1.42, "Ticket Bearer" means the person who has signed the ticket or has possession of the unsigned ticket.

1.43. "Ticket Number" means the preprinted number found on the back of each ticket which identifies that
ticket as one (1)} of a series of tickets.

- 1.44, "Ticket Pack Number" means the printed number or numbers appearing on the back of each ticket.

1.45, "Ticket Vending Machine" ("TVM") means a player self-service machine that can:

1.45.1. Sell both online tickets and instant tickets;

1.45.2. Report real-time sales of both online tickets and instant tickets, low and empty bins, a full cash
box, jammed tickets, diagnostic and error messages, and low paper stock, to the central system;

1.45.3. Check and validate online tickets and instant tickets; ‘

1.45.4. Provide for either the cashing of online tickets and instant tickets via voucher, or other payment
method provided to a player, which can be negotiated at retail or used on the TVM for a continued
lottery play; and

1.45.5. Provide for age control play as specified in Arkansas Code Annotated § 23-115- 402{e}{1} and {2).

1.46. "Validation" means the process of determining whether an instant or online ticket presented for
payment is a winning ticket.

1.47. "Validation Number" means the multi -digit number found on the face of the ticket. There must be a
validation number on each ticket.

1.48, "Website" means the QAL's lottery address at http://myarkansaslottery.com/or any other website that
may be specified by the OAL,

1.49. "Winner" means the holder of a lottery ticket determined to have the required match or the specific
alignment of the play numbers, digits or symbols, the required sum of the play numbers or digits in
accordance with the game rules for the specific game, or a redeemable prize amount indicated on its
face.

1.50. "Winner ancnymity" means anenymity from public disclosure of an individual within the context and
provisions set forth in A.C.A. §23-115-404 et seq. {2021).
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2. General Policies

2.1. Application. These rules shall apply to the administration of the statewide network of lottery retailers as
licensed and regulated by the OAL. In any decision made under these rules, the OAL shall take into
-account the particuiarly sensitive nature of the state lottery and shall act to promote and ensure
security, honesty, fairness, and integrity in the operation and administration of the lottery and the
objective of raising net lottery proceeds for the benefit of educational programs and purposes.

2.2. Administrative Hearings. All administrative hearings held under these rules shall be held in accordance
with the Arkansas Administrative Procedure Act, Arkansas Code § 25-15-201 et seq.

2.3. Authority of Executive Director. The Executive Director may:

2.3.1. Contract with retailers for the sale of lottery games and shares;

2.3.2. Establish a communication or line fee, if determined to be a necessary business expense;

2.3.3. Investigate and conduct hearings pursuant to a retailer dispute;

2.3.4. Establish procedures for the collection of and penalties of retailer accounts;

2.3.5. Set fidelity fund and bond amounts for retailers; and

2.3.6. Take any other action necessary to carry out and implement the Arkansas Scholarship Act, § 23-15-

101 et seq., and any other rule, procedure, directive, or order promulgated or issued by the OAL.

3. Application

3.1. General. Retailers must meet the statutory and regulatory requirements for licensing, the security and
integrity standards of the OAL and promote the best interest of the Arkansas Scholarship Lottery.

3.2. Application. A person interested in obtaining a license must submit an application to the QAL on a form
supplied for that purpose by the OAL. The retail sales application shall be designed to solicit sufficient
relevant information from an applicant to permit the QAL to evaluate the applicant and the sales location
as required by the Act and regulations for issuance of a license by the QAL.

3.3. Application Fee. An applicant for a retailer license shall be charged the following fees:

3.3.1. Initial Application Fee — $100;

3.3.2. Change of Ownership Fee — $100;

3.3.3. Additional Store Location Fee —- $25.00;
3.3.4. Change of Location Fee -- $25.00;

3.3.5. Change of Responsible Person Fee -- $50.00;
3.3.6. Renewal Fee -- $50.00,

3.4. Disclosure. The Executive Director may require any degree or type of disclosure necessary of the
applicant or any other person in order to assure the security and integrity of the lottery including the
source of funds, financing, and business income used for the purchase and operation of the applicant's
business, the name and address of the owner or owners of the sales location, a copy of all agreements
whereby the applicant is entitled to possession of the sales location and the names and addresses of
owners, officers, directors or trustees who oversee or direct the operation of the business. If the parent
company, general partner, limited partner, joint venturer, stockholder, member or manager of a limited
liability company is itself a corporation, trust, association, subsidiary, partnership, joint venture or limited
liability company, then the Executive Director may require that the applicant provide disclosure for such
entity as if such entity were a responsible person itself. An applicant must disclose to the QAL all
Information required by the Executive Director.

3.4.1. In making a determination regarding a licensing application, the Executive Director shall consider
the following, including without limitation:
3.4.1.1. The applicant's financial responsibility;
3.4.1.2, Security of the applicant's place of business or activity;
3.4.1.3. Accessibility to the public including compliance with the Americans with Disabilities Act;
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3.4.1.4. The applicant's integrity; and
3.4.1.5. The applicant's reputation. .

3.4.2. The applicant for a retailer license shall be current in filing all applicable tax returns to the State of
Arkansas and in payment of all taxes, interest, and penalties owed to the State of Arkansas,
excluding items under formal appeal under applicable statutes. Information regarding the
applicant's tax filing status will be supplied to the OAL by the Department of Finance and
Administration.

3.4.3. The Executive Director shall not select as a retailer any person who:

3.4.3.1. Has been convicted of a criminal offense related to the security or integrity of a lottery in this
or any other jurisdiction;
3.4.3.2. Has been convicted of:

3.4.3.2.1, any illegal gambling activity, false statements, false swearing, or perjury in this or any
other jurisdiction; or

3.4.3.2.2. any crime punishable by more than one (1) year of imprisonment or a fine of more than
one thousand doliars {$1,000) or both. This subdivision shall not apply if the person's
civil rights have been restored and at least five (5) years have elapsed from the date of
the completion of the sentence without a subsequent conviction of such a crime.

3.4.3,2.3. Has been found to have violated the Act or any rule, policy, or procedure of the OAL
unless at least ten (10) years has passed since the violation or the QAL finds the
violation bath minor and unintentional in nature;

3.4.3.2.4.1s a vendor or an empioyee or agent of a vendor doing business with the OAL;

3.4.3.2.5. Is a member of the immediate family of a member of the QAL or the Arkansas
Scholarship Lottery;

3.4.3.2.6. Has made a statement of material fact to the OAL knowing the statement to be false;

3.4.3.2.7. Is engaged exclusively in the business of selling tickets or shares;

3.4.3.2.8.Is under 18 years of age; or '

3.4.3.2.9.Is a corporation or other form of business that is not authorized to do business in
Arkansas.

3.5. Prohibitions. An applicant shail not provide a gift or compensation to the Executive Director, an QAL
member or OAL employee, or the immediate family member of the Executive Director, OAL member or
QAL employee,

3.6. Background Check. An applicant for a retailer license is subject to a background check including a credit
check and a criminal history check conducted by the Arkansas State Police and the Federal Bureau of
Investigation. Issuance of a retailer license is dependent on passing the required background checks. The
applicant shall sign a consent to the release of information for all checks.

3.7. Waiver. In submitting an application, the applicant expressly waives any claim against the State of
Arkansas, its agents, officers, employees, and representatives, and the OAL, its Executive Director,
agents, officers, employees, and representatives for damages that may result. Each applicant also
accepts any risk of adverse public notice, embarrassment, criticism, damages, or claims which may result
from any disclosure or publication by a third party of any public information on file with the QAL.

4. Retailer License

4.1. Non-transferability of license. A retailer license is not transferable and shall not be sold, given or assigned
to any person. In the event of the proven incapacity, death, receivership, bankruptcy or assignment for
benefit of creditors of any retailer, upon approval of the Executive Director, the license may be
transferred to a court appointed or court confirmed guardian, executor or administrator, receiver,
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trustee, or assignee for the benefit of creditors, who may continue to operate the activity under the
license, subject to the provisions of these rules.

4.1.1. The person to whom a license is transferred hereunder must be otherwise qualified to hold a
license. _

4.1.2. The license folfowing transfer shall be void upon that person ceasing to hold such a court appointed
or court confirmed position.

4.1.3. The Executive Director may condition the transfer of any license under this section upon the posting
of a bond or cash in lieu of a bond in such terms and conditions as the Executive Director may
require.

4.2, License Term and Renewal. A retailer’s license remains in full force and effect until the termination date
indicated upon the license, but in no case more than two {2} years from the date of the issuance of the
license. The Executive Director may implement a program to issue licenses biennially, if in his or her
discretion, It provides more efficient customer service to retailers and cost savings in the administration
of the program. To request renewal of a retailer license, every licensed retailer shall file a renewal
application and shall pay a renewal fee as set forth in Section 3.3 of these rules. A license shall not be
issued or renewed untll the retailer contract is signed.

4.3. Inspection. A license grants the OAL the irrevocable authority to inspect the location where games may
be sold or any other location under the control of the retailer where the Executive Director may have
good cause to believe OAL materials and/or games are stored or kept.

4.4. Retailer Loss Coverage. A retailer shall be assessed an annual fee of up to one hundred dollars {$100} per
sales location to be deposited into the OAL's fidelity fund. A retailer is required to post an appropriate
bond as determined by the OAL. All retailers shall be bonded through OAL’s Self-Bond Program, and shall
pay a $100.00 bond fee for each Retailer location. The bond shall be renewed annually for each retailer
location. The QAL Executive Director may increase or decrease the annual bond fee as warranted by the
annual amount of defaulted obligations. In any event, the bond fee shall not be less than $75.00 or more
than $200.00. A retailer’s failure to abide by its financial obligations to the OAL per the Retailer Contract
shall constitute a default. OAL will pay a retailer’s defaulted obligation from the pool of self-bond fees.
Upon said payment, retailer shall be obligated to reimburse OAL for the full amount of the defaulted
obligation immediately. OAL may institute any and all legal actions authorized by law to collect a
defaulted obligation from a retailer. OAL may suspend a retailer’s authority to sell Lottery Tickets for any
period in which a retailer does not pay the bond required under this section or a defaulted obligation. A
retailer’s authority to sell Lottery Tickets may be reinstated upon payment of an outstanding bond or
defaulted obligation. A retailer’s failure to pay the bond or defaulted obligation may result in the
termination of its license. QAL may suspend a retailer’s authority to sell Lottery Tickets for any period in
which a retailer does not pay the bond required under this section or a defaulted obligation. A retailer’s
authaority to sell Lottery Tickets may be reinstated upon payment of an outstanding bond or defaulted
abligation. A retailer’s failure to pay the bond or defaulted obligation may result in the termination of its
license. At the end of each fiscal year, the Executive Director may authorize inclusion of all or a portion of
the unused baond fees in the revenues of the OAL for the fiscal year. The Executive Director may also
allow a retailer to deposit and maintain with the OAL securities that are interest bearing or accruing. The
securities shall be held in trust in the name of the OAL. Securities eligible are limited to:

4.4.1. Certificates of depaosit in an amount fully insured by the Federal Deposit Insurance Corporation
issued by solvent banks or savings associations organized and existing under the laws of this state
or under the laws of the United States;

4.4.2. United States Government bonds, notes, and hills for which the full faith and credit of the United
States Government is pledged for the payment of principal and interest; or
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4.4 3. Federal agency securities by an agency or instrumentality of the United States Government.

4.5. Change in Appfication Information. A license is valid only for the information contained in the
application. Any change to the information submitted in the application including change of business
name, change of [ocation, change of ownership, or change of status of background check may make the
license invalid.

4.6. Provisional License. A provisional license temporarily authorizes a |ottery retailer to conduct the sale of
tickets pending processing of the general license or application renewal.

4.6.1. The Executive Director may issue a provisional license to an applicant for a license after receipt of a
person's fully completed lottery retailer's application, the authorization of a complete personal
background check, and compietion of a preliminary background check. The provisional license shall
expire at the time of issuance of the license or forty-five (45) days from the date the provisional
license is issued, whichever occurs first, The provisional license may be extended by the Executive
Director for one {1} additional forty-five {45} day period of time.

4.6.2. if the ownership of an existing lottery retailer location changes, the Executive Director may issue a
provisional license to the new owner. The provisional license shall expire seven {7) working days
from the date of issuance if the Executive Director has not received the new owner's fully
completed lottery retailer's application and authorization of a complete personal background
check. If the required materials have been timely received by the Executive Director and a
preliminary background check has been completed, the provisional ficense shall expire at the time
of issuance of the general license or forty-five (45} days from the date the provisional license is
issued, whichever occurs first,

4.6.3. EFT Transfers: If the Lottery enters Into a temporary retaller contract with the applicant, the
contract will require the applicant to pay the amount due the QAL from the sale of lottery tickets or
shares by electronic funds transfer (EFT). In most instances, amounts due the OAL will be collected
via EFT at the end of the fourth day after the close of the OAL business week. The applicant must
establish an account for deposit of money from the sale of lottery games and shares with a financial
Institution that has the capability of making EFT draws.

4.6.4. Termination: At the Executive Director’s sole discretion, the Executive Director may |mmediately
terminate a temporary retailer contract if the Executive Director determines that continuing to
contract with the applicant Is not in the best Interest of the Lottery including, but not limited to,
when:

4.6.4.1. The applicant provided false or misleading material information, or the applicant made a
material omission in the application for a retailer contract;

4.6.4.2. The applicant is arrested or convicted of felony during the term of the temporary retailer
contract;

4.6.4.3. An EFT payment is rejected for non-sufficient funds (NSF), or the applicant falls to provide
timely information to the OAL regarding any change of the applicant’s EFT bank account;

4.6.4.4. Any other reason contained in the contract or these rules that provides a basis for
termination of a retaiter contract; or

4.6.4.5. When the Executive Director concludes that continuing to contract with the applicant may
pose a threat to the fairness, honesty, integrity, or security of the OAL and its games.

4.7. Promotional License,

4.7.1. The Executive Director may issue a promotional license for a marketing promotion for a period not
exceeding ninety {90) days for lottery games.
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4.7.2. The Executive Director may establish financial and criminal history or other criteria for the issuance
of a promotional license based on the duration of the promotion and the variety and quantity of
tickets to be sold by the applicant.

4.7.3. The Executive Director may waive any license fees or charges in issuing a promotional license and
may establish procedures to streamline payments by promotional retailers to the lottery.

4.7.4. Any retailer issued a promotional license must apply for and be issued a provisional/general license
in order to continue to sell lottery tickets after the expiration of his/her promotional license.

4.8. Chain Retailers. The OAL may treat more than cne {1} retail iocation with identical owners as one (1)
chain retailer, Each retail location shall be issued a separate retailer number or numbers and a unique
"Retailer License". The Executive Director may issue one {1) billing statement for all retail locations or
separate billing statements for each retail location. If the chain retailer wishes to add a new retall
location, the chain retailer will not be required to undergo a new background investigation.

5. Retailer Compensation

5.1. Aretailer shall receive commissions as compensation from the QAL as follows:

5.1.1. Base Instant and Online Games commission: Five percent {5%) of each one doilar {$1.00) sold;

5.1.2. Cashing commission: One percent (1%} of each one dollar {51.00) redeemed, up to the cashing limit
of five hundred dollars {$500.00);

5.1.3. Selling commission: One percent (1%) of a prize amount of ten thousand dollars ($10,000) or more
on each ticket validated and paid to a player. The selling commission shall not exceed fifty thousand
dollars {$50,000);

5.1.4. Other commissions: Up to ten percent {10%) on special games, as designated by the Executive
Director.

6. lLottery Couriers

6.1. In the sole discretion of the Executive Director, OAL may authorize a duly licensed OAL Retailer to enter a
contract with a third-party {non-lottery licensed) entity for the purpose of delivering OAL draw game
tickets to consumers via website or mobile application. Authorization shall require the “Lottery Courier
Addendum” as an integrated term of conditions to the Retaller License Agreement. Retailer shall
acknowledge that they have been provided with a copy of the QAL Operational Rules which further set
out the specific details, requirements, and limitations on the use of Lottery Couriers, as well as the
additional terms and conditions set forth in the OAL Retailer License Agreement.

7. Retailer Duties and Responsibilities

7.1, This section contains duties to be performed by the retailer in addition to any duties and responsibilities
that may be described in the retailer contract. The duties herein are not meant to be exclusive. Other
duties and requirements for retailers may be contained elsewhere in these rules or in the Act.

7.2. Notices. The retailer must notify the OAL if the following occurs:

7.2.1. As soan as practicable, but no later than ten {10} days of a material change in the qualifications of
an applicant;

7.2.2. Immediately for loss, theft, or destruction of any lottery property including but not limited to
instant tickets, ticket dispensers or play terminals;

7.2.3. As soon as practicable, but no later than thirty (30) days prior to a change of ownership or
responsible person;

7.2.4. As soon as practicable, but no later than ten {10) days prior to a change of sales location;

7.2.5. As soon as practicable, but no later than thirty (30} days prior if the type of business undergoes a
substantial change;
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7.2.6. As soon as practicable, but no later than thirty {30} days prior to a change of business structure. A
change of business structure shall mean the change from one form of business organization to
another, such as from sole proprietorship to partnership or corporation.
7.2.7. As soon as practicable, but no later than ten (10) days pricr to a change of bank account
information;
7.2.8. Immediately upon receiving damaged or misprinted lottery tickets.
7.3. Games, The retailer must perform the following duties as a condition of their license:
7.3.1. Stock Equipment: Keep all lottery equipment on the retailer's premises stocked with a variety of
tickets, play slips, computer-generated tickets, and any other OAL product required to be sold.
7.3.2. Perform Minor Maintenance: Replace ribbons, ticket stock, and clear paper jams as may be
required for any of the equipment provided by the OAL for the sale of lottery games.
7.3.3. Maintain Paper Stock: Install and use only approved lottery paper stock which has been specifically
assigned for the retailer when selling lottery games,
7.3.4. Sell Games: Sell all lottery games offered by the QAL during the retailer’s normal business hours.
7.3.5. Display: Retailer must display and maintain all point-of-sale material as well as any advertising
material as requested by the QAL within the sales iocation.
7.3.6. Redeemed tickets: As directed by the OAL, deface all tickets redeemed for a prize.
7.3.7. Prizes.
7.3.7.1. A retailer shall immediately pay a valid winning ticket upon presentment up to the required
amount of five hundred dollars {$500.00). A payment may be made in cash or by check or
. money order, at the discretion of the retailer. Payments are subject to the same NSF policies
as payments to the OAL. In the event of exceptional circumstances, a retailer may delay
payment of a cash slip for a period of time not to exceed twenty-four (24) hours from the
time the player initially submits the cash slip to the retailer for payment. “Exceptional
circumstances” means rare and unforeseen circumstances beyond the reasonable control of
the retailer.
7.3.7.2, Within forty-eight (48} hours from the time the player initially submitted the cash slip to the
retailer for payment, the retailer must submit to the QAL a written report of the delay of
payment and the exceptional circumstances that required the delay.
7.3.7.3. The Executive Director may review claims of exceptional circumstances and whether delayed
payment was appropriate under the circumstances. Upon the Executive Director's request,
the retailer must provide the Executive Director with evidence supporting a claim of
exceptional circumstances. If a retailer falls to comply with a request or falls to adequately
support a claim of exceptional circumstances, the Executive Director shail find that the delay
was not appropriate and send a written notice to the retailer.
7.3.7.4, If the Executive Director finds that the delay was not appropriate, the retailer's delay of
payment shall be considered a failure to perform contract duties or requirements, and the
OAL may take appropriate action including termination of the retailer contract. Any appeal of
the Executive Director’'s decision must be conducted pursuant to Section 9 of these rules.
7.4. Financial — Lottery Proceeds
7.4.1. Fiduciary Duty
7.4.1.1. All proceeds from the sale of tickets or shares constitute a trust fund until paid to the QAL
either directly or through the OAL's authorized representative.
7.4.1.2. A retailer and officers of a retailer's business have a fiduciary duty to preserve and account
for retail lottery proceeds, and retailers are personally liable for all lottery proceeds.
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7.4.1.3. Sales proceeds and unused instant tickets must be delivered to the DAL or its authorized
collection representative upon demand.
7.4.2. Deposits/Accounts.
7.4.2.1. All retailers are required to place all lottery proceeds due to the QAL in accounts in
institutions insured by the Federal Deposit Insurance Corporation not later than the close of
the next banking day after the date of their collection by the retailer until the date they are
paid to the OAL. At the time of the deposit, lottery proceeds are the property of the OAL,
7.4.2.2. Retailers shall establish a single separate electronic funds transfer account for the purpose of:
7.4.2.2.1. Receiving moneys from ticket or share sales;
7.4.2.2.2. Making payments to the OAL; and
7.4.2.2.3. Receiving payments for the OAL.
7.4.2.3. Unless authorized in writing by the OAL, each retailer shall establish a separate bank account
for lottery proceeds that shall be kept separate and apart from all other funds and assets and
shall not be commingled with any other funds or assets.
7.4.2.3.1. Failure to Comply. If the QAL determines that a retailer failed to comply with
subsection (B}1) of this section three {3) times within any consecutive twenty-four (24)
month period, the QAL may pursue business closure against the retailer under Section
10 of these rules.

Retailer Prohibitions

8.1.

8.2,

8.3.

8.4,

8.5.

8.6.

8.7.

* Sale of Tickets of Shares.

8.1.1. Tickets and shares shall be sold only by the retailer at the location address stated on the retailer
license issued by the OAL,
8.1.2. Tickets may not be sold for more or less than the amount set hy the OAL.
8.1.3. Tickets may not be sold by an individual under eighteen (18) years of age.
8.1.4. Tickets may not be sold to any individual under eighteen (18} years of age. Any retailer who
knowingly sells a lottery game or permits the playing of a lottery game to a person under eighteen
{18} years of age is guilty of a violation under Arkansas Code Ann. §23-115-901,
8.1.5. Tickets or shares may not he sold after commencement of drawing for that particular lottery or
after the end date of that game as announced by the Executive Director.
Prizes. A retailer may not charge a player to either play a lottery game, nor charge any fees or impose
any reguirements to redeem a valid winning ticket. A retailer must not pay to the winner a prize amount
more than the prize established by the game.
Retailer Conduct. A retailer may not exchange books, lottery tickets or paper ticket stock with any other
retailer. A retailer must sell tickets in book, page or numerical order and may not play instant lottery
tickets using any other method other than fair chance or any method that is contrary to the principle that
"every ticket has an equal and random chance of winning.
Inducements to Play. A retailer shall not induce persons to play lottery games by extending credit or by
providing financial assistance, alcohol, or any other compensation.
Trademark. A retailer may not use the logo, trademark, or other advertising materials of the OAL without
prior written permission or authorization of the OAL unless the materials have been provided to the
Retailer by the OAL. '
False promises. A retailer must not conduct false or misleading advertising, in any form about the OAL or
lottery games including, but not limited to, claiming the odds of winning a lottery game are different at
the retailer's business than at any other retailer's business.
Contracting for Goods or Services, A retailer shall not contract with any person other than the OAL for
Arkansas Scholarship Lottery products or services except with the written approval of the OAL.
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8.8. Gifts. A retailer shall not provide a gift or compensation to the Executive Director, an OAL member or an
OAL employee, or the immediate family member of the Executive Director, QAL member or QAL
employee. .

9. Canceilation, Suspension, Revocation, Denial, or Termination

9.1. If upon approval of the OAL, the Executive Director or his or her designee determines that cancellation,
denial, revocation, suspension, or rejection of renewal of a retaller license is in the best interest of the
Arkansas Scholarship Lottery, the public welfare, or the State of Arkansas, the Executive Director or his or
her designee may cancel, suspend, revoke, or terminate, after notice and a right to a hearing, a retailer
license issued hereunder.

9.2. Temporary Suspension. The retailer license may be temporarily suspended by the Executive Director or
his or her designee without prior notice pending a hearing.

9.3. Reasons. A retailer license may be suspended, revoked, or terminated by the Executive Director or his or
her designee for any one (1) or more of the following reasons:

9.3.1. Commission of a violation of the Act or a rule of the OAL;

9.3.2. Failure to accurately or timely account for tickets, lottery games, revenues, or prizes as required by
the OAL;

9.3.3. Commission of any fraud, deceit, or misrepresentation;

9.3.4. Insufficient sales;

9.3.5. Conduct prejudicial to public confidence in a lottery;

9.3.6. The retailer's filing for or being placed in bankruptcy or recelvership;

9.3.7. Any material changes as determined in the sole discretion of the QAL in any matter considered by
the QAL in executing the license with the retailer;

9.3.8. The closure of the retailer's businéss; or

9.3.9. Failure to meet any of the objective criteria established by the OAL.

9.4, Removal of OAL Material. If a retailer fails to meet any of the objective criteria established by the OAL,
the Executive Director or his or her designee may remove instant tickets, online ticket stock, and any and
all property of the OAL from the retail location.

9.5. Administrative Hearing. Any retailer or applicant aggrieved (“Aggrieved Party”) by an administrative
decision by the Executive Director may appeal that decision.

9.5.1. Time for Filing: The aggrieved party must file a notice of appeal within twenty {20} days of the
decision by sending a notice of appeal to both the Executive Director and the OAL Staff Attorney at
the OAL Main Office.

9.5.2. The Executive Director, or a Hearing Officer designated by him or her, shall have the exclusive
authority to decide all appeals.

9.5.3. After submittal of a timely appeal and prior to issuance of a written decision, the aggrieved party
shall be afforded an oppertunity to discuss with the Executive Director the issues giving rise to the
appeal.

9.5.4. If the appeal is not resolved by mutual agreement, the Executive Director or Hearing Officer shall
issue a written decision within thirty (30) calendar days after the appeal was filed. The decision shall
include a statement of the Executive Director’s or Hearing Officer’s decision, with supporting
rationale. if the Executive Director or Hearing Officer fails to issue a decision within this time limit,
the aggrieved party may proceed as if the Executive Director or Hearing Officer had issued an
adverse decision.

9.5.5. The Executive Director or Hearing Officer shall furnish a copy of the decision to the aggrieved party
by certified mail, return receipt requested, or by any other method that provides written evidence
of delivery, such as hand delivery by courier, express mail or overnight express courier.
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9.5.6. In lieu of a written decision, the Executive Director may, in his or her sole discretion, within thirty
{30) calendar days after the appeal is filed, give written notice to the aggrieved party that the
protest shall be resolved by a hearing conducted by the Executive Director or Hearing Officer,

9.5.7. All hearings conducted under this section shall be conducted by the Executive Director or by a
Hearing Officer designated by the Executive Director. The decision as to whether the Executive
Director or a Hearing Officer will conduct the hearing shall be in the sole discretion of the Executive
Director. The Hearing Officer’s actions, decisions, and orders shall be deemed to be on behalf of the
Executive Director and effective as though taken by the Executive Director, subject to the appeals
procedures as hereinafter provided.

9.5.8. If the Executive Director determines under Subsection 9.5.6. that a hearing will be used to resolve
an appeal, the hearing shall be held within thirty (30) calendar days following the Executive
Director's determination. A notice which will set forth the time, date, and location of the hearing
will be sent to the party or parties at least seven {7) calendar days before the date set for such
hearing.

9.5.9. In connection with the hearing, the Executive Director or Hearing Officer may:

9,5.9.1. Conduct the hearing in an informal manner without formal rules of evidence or procedure;

9.5.9.2, Require each party to state, either orally or in writing, its position concerning the factual and
legal issues involved in the hearing; .

9.5.9.3. Require each party to produce for examination those relevant witnesses and documents
under its control;

9.5.9.4. Rule on motions and other procedural items pending before him or her, including without
limitation the methods, scope, and extent of discovery avallable to the parties;

9.5.9.5. Regulate the course of the hearing and conduct of the participants, including the imposition
of reasonable time limits;

9.5.9.6. Establish time limits for submission of motions or memoranda;

9.5.10. The hearing shall be conducted before a court reporter. The aggrieved party shall procure, at his
or her own cost and own Initiative, the court reporting services (including the preparation of the
transcript) for such hearing. The original transcript of any stich proceedings shall be submitted to
the Executive Director or Hearing Officer as soon as the transcript is available, and in no event later
than thirty {30} calendar days following the conclusion of the hearing, and shall be made a part of
the record.

9.5.11. Any party may appear and be represented with or without counsel at the hearing.

9,5.12. If a Hearing Officer conducts the hearing, he or she shall make a written recommendation
containing the Hearing Officer’s ruling, in the form of a proposed decision, to the Executive
Director, within thirty (30} calendar days after receiving an original transcript of the hearing. If a
proposed decision is received by the Executive Director, he or she must render a decision in writing
and deliver the decision to the parties within thirty (30) calendar days after receiving the proposed
decision from the Hearing Officer.

9.5.13. If the Executive Director receives a recommendation in a proposed decision from a Hearing
Officer, he or she may:

9.5.13.1. Accept, modify, or reject the Hearing Officer's recommendation in whole or in part;
9.5.13.2. Return the matter to the Hearing Officer with instruction;

9.5.13.3. Make any other appropriate disposition; or

9.5.13.4. Issue a "no action" response.,

9.5.14. If the Executive Director issues a "no action” response, then the determination in the proposed
decision of the Hearing Officer will be deemed to be accepted by the Executive Director.
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9.5.15. If the Executive Director conducts the hearing, a decision must be rendered and delivered to the
petitioner within thirty (30) calendar days after receiving the original transcript of the hearing.
5.5.15.1. The decision or any proposed decision made by either a Hearing Officer or the Executive
Director shall be sent to the aggrieved party by certified mail, return receipt requested, or
any other method by which a written business record of delivery is kept, such as a hand-
delivery, express mail or overnight carrier.

9.5.16. A party aggrieved by a decision of the Office of the Arkansas Lottery may appeal that decision to
the Pulaski County {AR) Circuit Court.?

9.5.17. The circuit court shall hear appeals from administrative orders of the OAL, based upon the record
of the proceedings before the office, may reverse the administrative order of the office only if the
person appealing the administrative order proves the administrative order to be: (a) clearly
erroneous; {b) procured by fraud; (c) a result of substantial misconduct by the OAL; or {d) contrary
to the United States Constitution, the Arkansas Constitution, or this chapter.?

9.5.18. The circuit court may remand an appeal to the QAL to conduct further hearings.®

9.5.19. If upon the motion of the OAL the circuit court finds the appeal to have been frivolous, the costs
of appeal and defense shall include without limitation the following expenses of the office resulting
from Institution of the appeal: {(a) court costs, {b) band, {c} legal fees, {d) loss of income.

9.5.20. An appeal may be made from the circuit court to the appropriate appellate court, as provided by
law,

9.5.21. These rules provide the exclusive procedure for a retailer or applicant appealing an
administrative decision of the QAL Executive Director.

10. Business Closure, Authority - Notice

10.1. Arkansas Code § 23-115-607 authorizes the Executive Director to close the business of a retailer if the
retailer fails to comply with § 23-115-605 (b} and Section 6.5 of these Rules three {3) times within any
consecutive twenty-four {24) month pericd. '

10.2. The Executive Director shall give notice to the retailer that the third delinquency in complying with
Section 6.5 may result in the closure of the hbusiness. The notice shall be in writing and delivered to the
retailer by either U.S. Postal Service or hand delivery.

10.3. If the Executive Director determines that the business will be closed, the Executive Director shall notify
the retailer by certified mail or hand delivery that the business will be closed within five {5) business days
from the date of receipt of the notice.

10.4. Avoiding Closure. A retailer may avoid closure of the business by:

10.4.1. Remitting the delinquent lottery proceeds; or

10.4.2. Entering into a written payment agreement approved by the Executive Director to satisfy the
lottery proceeds delinquency.

10.5. Administrative Hearing.

10.5.1, Aretailer may request an administrative hearing concerning the decision of the Executive
Director to close the retailer’s business.

10.5.2. Within five (5) business days after the delivery or attempted delivery of the notice required by
Section 9.1, the retailer may file a written protest, signed by the retailer or his or her authorized
agent, with the Executive Director stating the reasons for opposing the closure of the business and
requesting an administrative hearing.

L A.C.A. §23-115-209(a) {2015}
2A.C.A. §23-115-209(b}{1-4} {2015)
3 A.C.A. §23-115-209{d}{1} {2015)
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10.5.3. Avetailer may request that an administrative hearing be held:
10.5.3.1. In person;
10.5.3.2. By telephone;
10.5.3.3. Upon written documents furnished by the retailer; or
10.5.3.4. Upon written documents and any evidence to be produced by the retailer at an
administrative hearing:

10.5.4. The Executive Director may determine whether an administrative hearing at which testimony is
to be presented will be conducted in person or by telephone;

10.5.5. A retailer who requests an administrative hearing based upon written documents is not entitled
to any other administrative hearing before the rendering of the administrative decision.

10.5.6. The administrative hearing shall be conducted by a Hearing Officer appointed by the Executive
Director. The Hearing Officer shall set the time and place for a hearing and give the retailer notice
of the hearing.

10.5.7. At the administrative hearing, the retailer may be represented by an authorized representative
and present evidence in support of his or her position.

10.5.8. The administrative hearing shall be held within fourteen {14) calendar days of receipt by the
Executive Director of the request for hearing.

10.5.9. The administrative hearing and determinations made by the Hearing Officer under this
subsection 13.C. are subject to the Arkansas Administrative Procedure Act, § 25-15-201 et seq.

10.5.10. The defense or defenses to the closure of a business under this sectfon are:

10.5.10.1.  Written proof that the retailer remitted the delinquent lottery proceeds due; or
10.5.10.2. That the retailer has entered into a written payment agreement, approved by the
Executive Director, to satisfy the lottery proceeds delinguency.

10.5.11. The decision of the Hearing Officer shall be in writing with copies delivered to the retailer and the

Executive Director by the United States Postal Service or by hand delivery.
10.6. Judicial Relief.

10.6.1. If the decision of the Hearing Officer under Section 10 is to affirm the closure of the business, the
decision shall be submitted in writing and delivered by the United States Postal Service or by hand
to the retailer.

10.6.2, The retailer may seek judicial relief from the decision by filing suit within twenty (20} calendar
days of the date of the decision.

10.6.3. Jurisdiction for a suit under this section to contest a determination of the Executive Director shall
be in Pulaski County Circuit Court, where the matter shall be tried de novo.

10.6.3.1. If the Circuit Court finds that the business closure order was appropriately issued by the
Executive Diractor, the Circuit Court shall issue an injunction against the retailer prohibiting
the further operation of the business.

10.6.3.2. If a business subject to an injunction issued by the Circuit Court as provided in this
subchapter continues in operation, upon conviction, any person respensible for the decision
to operate the business after the issuance of the injunction shall be guilty of a Class A
misdemeanor.

10.6.4. An appeal may be made from the Circuit Court to the appropriate appellate court, as provided by
law.

10.6.5. The procedures established by this section are the scle methods for seeking relief from a written
decision to close the business of a retailer for failure to comply with § 23-115-605(b) and Section 7
of these rules.

10.6.6. The decision to close the business of a retailer shall be final either:
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10.6.6.1. If the retailer fails to request an administrative hearing under Section 10 or fails to seek
judicial relief under this section; or
10.6.6.2. Upon the final decision of a circuit court or an appellate court.

10.6.7. It is unlawful for a business to continue in operation after a business closure order is issued that
is upheld on appeal under this subchapter or not appealed by the retailer under this Section 10.

10.6.8. Upon conviction, any person responsible for the decision to operate the business in violation of
these rules shall be guilty of a Class A misdemeanor.

10.7. Procedure for Closure.

10.7.1. If a retailer fails to timely seek administrative or judicial review of a business closure decision or if
the business closure decision is affirmed after administrative or judicial review, the Executive
Director shall direct the Department of Finance and Administration to affix a written notice to all
entrances of the business that:

10.7.1.1. Identifies the business as being subject to a business closure order; and
10.7.1.2. States that the business is prohibited from further operation.

10.7.2. The Executive Director may also direct that the business be locked or otherwise secured so that it
may not be operated.

10.8. Revocation and Suspension of Business License.

10.8.1. The closure of a business under this section shall be grounds for the suspension or revocation of
any business license granted under the faws of the State of Arkansas, excluding professional
licenses.

10.8.2. After the decision to close the retailer's business becomes final, the Executive Director shall
contact the appropriate administrative body responsible for granting licenses to operate the
business and report the closure of the business.

11. Powers
11.1. All powers not specifically defined in these Rules are reserved to the Executive Director and the OAL
under the Act.
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APPENDIX D

QUESTIONNAIRE FOR FILING PROPOSED RULES AND REGULATIONS WITH THE

ARKANSAS LEGISLATIVE COUNCIL AND JOINT INTERIM COMMITTEE

DEPARTMENT/AGENCY  Department of Administration Office of the Arkansas Lottery

DIVISION Office of the Arkansas Lottery

DIVISION DIRECTOR J. Eric Hagler, Executive Director

CONTACT PERSON Brent Standridge. Chief Legal Counsel

ADDRESS 124 West Capitol Avenue, Ste. 1400, Little Rock, AR 72201

PHONE NO. (501) 683-2031 FAX NO. (501) 683-1878 E-MAIL brent.standridge@arkansas.gov

NAME OF PRESENTER AT COMMITTEE MEETING Brent Standridge, Chief Legal Counsel

PRESENTER E-MAIL
INSTRUCTIONS

A. Please make copies of this form for future use.

B. Please answer each question completely using layman terms. You may use additional sheets,
if necessary.

C. If you have a method of indexing your rules, please give the proposed citation after "Short
Title of this Rule" below.

D. Submit two (2) copies of this questionnaire and financial impact statement attached to the
front of two (2) copies of the proposed rule and required documents. Mail or deliver to:

Donna K. Davis
Administrative Rules Review Section
Arkansas Legislative Council Bureau of Legislative Research
One Capitol Mall, 5th Floor
Little Rock, AR 72201
LES B LR LS ELEES LSRR R R E LI EE LI EEEEEEEFEEE S EEEEEE SRS EEEEEEEEL TS L Y
1. What is the short title of this rule? Amendments to QAL Operational Rules & Retailer Rules
2. What is the subject of the proposed rule?
Summary of Proposed New Rule or Proposed Amendment to Existing Rule:

a*ABOLITION OF LOTTERY COMMISSION: CREATION OF OAL AND
EXECUTIVE DIRECTOR: By Act 218 of 2015 the Arkansas Lottery Commission was
abolished and the Office of the Arkansas Lottery was created within the Management Services
Division of the Department of Finance and Administration having an Executive Director appointed
by the Governor. Throughout our operational and retailer rules we have deleted references to the
Commission and Commissioners in the administrative rules and substituted in their place “Office
of the Arkansas Lottery” or “OAL” and “Executive Director” to exercise the powers and functions
which used to be exercised by the Lottery Commission or Commissioners.
b. *REVIEW OF DIRECTOR’S DECISIONS: As the Commission was abolished, this
means that there is no mechanism for review of the decisions of the Executive Director. The
operational and retailer rules have proposed amendments to provide for judicial review of the
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Director’s decisions consistent with the Arkansas Administrative Procedures Act, Ark. Code
Ann. §25-15-201 et seq. See proposed retailer rules 9.5.16 & 10.6; proposed operational rule
10.10. Proposed operational rules 10.13-10.15. address costs and fees regarding such an
appeal. :

¢. *LOTTERY COURIERS AND COURIER SERVICES: Proposed retailer and
operational rules address Lottery Couriers and Courier Services (defined in proposed retailer
rules 1.10, 1.22 & 6.1 and proposed operational rules 1.10 & 5.4) which have not been
addressed heretofore. These rules make clear that the Executive Director may authorize a
retailer to contract with a lottery courier to deliver draw tickets (not instant or Fast Play
tickets) to consumers via website or mobile application, or physical delivery of these tickets
by mail or parcel delivery. Any fees associated with such services must be conspicuously
posted such that the consumer has notice of any fees prior to any final purchase of tickets.
Under proposed operational rule 5.5, such couriers must register with OAL and are restricted
from being a lottery retailer. Under proposed operational rule 5.6 the Executive Director has
the authority to terminate a retailer’s license for using courier services that are not complying
with law or otherwise threaten the integrity of the Lottery.

d. *ANONYMITY OF WINNERS IN EXCESS OF $500K: Proposed operational rule 8.17
addresses winner anonymity and as an amendment makes it consistent with Ark. Code Ann.
§23-115-404 et seq (Act 889 of 2021) providing that a winner of a lottery prize in excess of
$500,000.00 may elect to remain anonymous for a period of time (6 months for elected
officials and their close relatives and 3 years for the general public).

e. *RETAILER LOSS COVERAGE: Proposed operational rule 4.4 addresses retailer loss
coverage requiring retailers to be bonded through OAL’s self bond program, to pay bond
fees, and to provide for termination of license, at the Executive Director’s discretion, if the
retailer fails to adhere to the requirements of the self bond program.

f. *DRAW COORDINATORS TO DEVELOP AND MAINTAIN RESPONSIBILITY
FOR DRAWING ACTIVITIES: As draw managers are no longer used under the rules
proposed operational rules 1.13, 4.1, & 4.7 establish draw coordinators to develop and
maintain responsibility for drawing activities.

g. *SALES AND REDEMPTION OF TICKETS MADE CONSISTENT WITH ARK.
CODE ANN., §§23-115-402 and 23-115-403: Proposed retailer rule 5.2. (restrictions of
sales of tickets) and proposed retailer 8.2. (restrictions of redemption of tickeis) make the
rules consistent with the above-noted Arkansas statutes by restricting the sales and
redemption of tickets to certain individuals as has been established by the Legislature and
further provides for ineligible player restrictions for vendors and their immediate family
members.

Is this rule required to comply with a federal statute, rule, or regulation? Yes X NoOo
If yes, please provide the federal rule, regulation, and/or statute citation.

Was this rule filed under the emergency provisions of the Administrative
Procedure Act? Yes O No X

If yes, what is the effective date of the emergency rule?
N/A/

When does the emergency rule expire?
N/A

Will this emergency rule be promulgated under the permanent provisions of
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10,

11.

12.

13.

14,

the Administrative Procedure Act? Yes XNo

Is this a new rule? Yes XO No DO
If yes, please provide a brief summary explaining the regulation. See above summary as the
proposals contain both new rules and amendments to rules,

Does this repeal an existing rule? Yes O No X

If yes, a copy of the repealed rule is to be included with your completed questionnaire. If it is
being replaced with a new rule, please provide a summary of the rule giving an explanation of
what the rule does.

Is this an amendment to an existing rule? Yes X No O

If'yes, please attach a mark-up showing the changes in the existing rule and a summary of the
substantive changes. Note: The summary should explain what the amendment does, and the
mark-up copy should be clearly labeled "mark-up."

Cite the state law that grants the authority for this proposed rule? If codified, please give the
Arkansas Code citation. See ACA §23-115-207.

What is the purpose of this proposed rule? Why is it necessary? See the attached summary
above,

Please provide the address where this rule is publicly accessible in electronic form via the Internet
as required by Arkansas Code § 25-19-108(b). Not yet available.

Will a public hearing be held on this proposed rule? Yes X No O
If yes, please complete the following:

Date: Unknown at this time

Time:

Place:

When does the public comment period expire for permanent promulgation? (Must provide a
date.) It has not yet been submitted for public comment.

What is the proposed effective date of this proposed rule? (Must provide a date.) As the
Governor’s Office has not yet approved the proposals and as the time for public comment has not
yet passed tentatively it could be the next meeting of the ALC Administrative Rules
subcommittee on September 15, 2022, or the one on October 20, 2022.

Do you expect this rule to be controversial? Yes 0 No X
If yes, please explain,

Please give the names of persons, groups, or organizations that you expect to comment on these
rules? Please provide their position (for or against) if known. None known.
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APPENDIX E

FINANCTAL IMPACT STATEMENT
PLEASE ANSWER ALL QUESTIONS COMPLETELY

DEPARTMENT DEPARTMENT OF FINANCE AND ADMINISTRATION

DIVISION OFFICE OF THE ARKANSAS LOTTERY

PERSON COMPLETING THIS STATEMENT Brent Standridge, Chief Legal Counsel
PHONE NO. (501) 683-2031 FAX NO. (501) 683-1878 E-MAIL brent.standridge@arkansas.gov

To comply with Ark, Code Ann. § 25-1 5-204(e), please complete the following Financial Impact
Statement and file two copies with the questionnaire and proposed rules,

SHORT TITLE OF THIS RULE
1. Does this proposed, amended, or repealed rule have a financial impact? Yes O No X
2. Is the rule based on the best reasonably obtainable scientific, technical, Yes X No O

economic, or other evidence and information available concerning the
need for, consequences of, and alternatives to the rule?

3. In consideration of the alternatives to this rule, was this rule determined by Yes X NoO
the agency to be the least costly rule considered?
If an agency is proposing a more costly more, please state the following;
(a) How the additional benefits of the more costly rule justify its additional cost; N./A
(b) The reason for adoption of the more costly rule;
(c) Whether the more costly rule is based on the interests of public health, safety, or welfare, and
if so, please explain; and,
(d) Whether the reason is within the scope of the agency's statutory authority; and if so, please
explain.
4. If the purpose of this rule is to implement a federal rule or regulation, please state the following:
(a) What is the cost to implement the federal rule or regnlation?
Current Fiscal Year N/A Next Fiscal Year N/A
General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Identify) Other (Identify)
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Total Total

(b) What is the additional cost of the state rule? N/A

Current Fiscal Year Next Fiscal Year
(General Revenue General Revenue
Federal Funds Federal Funds
Cash Funds Cash Funds
Special Revenue Special Revenue
Other (Tdentity) Other (Identify)
Total Total

5. What is the total estimated cost by fiscal year to any private individual, entity, and business
subject to the proposed, amended, or repealed rule? Identify the entity(ies) subject to the proposed
rule and explain how they are affected. N/A

Current Fiscal Year Next Fiscal Year

$ $

6. What is the total estimated cost by fiscal year to state, county, and municipal government to
implement this rule'/ Is this the cost of the program or grant? Please explain how the government
is affected. N/A

Current Fiscal Year Next Fiscal Year

$ $

7. With respect to the agency's answers to Questions #5 and #6 above, is there a new or increased
cost or obligation of at least one hundred thousand dollars ($100,000) per year to a private
individual, private entity, private business, state government, county government, municipal
government, or to two {2) or more of those entities combined?

Yes [1 No X
If YES, the agency is required by Ark. Code Ann.§ 25-15-204(e)(4) to file written findings at the
time of filing the financial impact statement. The written findings shall be filed simultaneously
with the financial impact statement and shall include, without limitation, the following:

(1) astatement of the rule's basis and purpose;
(2) the problem the agency seeks to address with the proposed rule, including a statement of
whether a rule is required by statute;

(3) adescription of the factual evidence that:
(a) justifies the agency's need for the proposed rule.
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