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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
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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

Page | 1




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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shall not sell {a) instant tickets and (h) Fast Play tickets via courier. The courier services shall only be
performed via website and/or mobile applieation 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
sarvices 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
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use of a courler service for the dellvery 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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Registration will serve as notice of operation of a courier service provider within the State of Arkansas

and does not constitute Licensure or regulation of courier services by the Department of Finance and
Administration — Office of the Arkansas Lottery.
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