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AGENDA

IOWA LOTTERY BOARD
September 29, 2011
10:30 a.n.

L Call to Order
a. Approval of Minutes

IL. Monthly Reports
a. Financial
i. FY2013 Budget
b. Marketing
i. Promotions
ii. Advertising RFP
ili. Research Status Update
¢. External Relations
i State Advertising Discussion
ii. VIP Club Update
iii. Unclaimed Jackpot Update
d. Security

HOI.  Fiscal Policy Updates

IV.  CEO Update
a. Lottery 5 Year Plan
b. Conversion Update
c. Organizational Realignment
d. Key Employee Pay Plan Update

V. CLOSED SESSION
a. Personnel: Non-Contract/Key Employee Salaries

VI.  Adjournment

If you require the assistance of auxiliary aids or services to participate in or attend the meeting because of a disability, please call
our ADA coordinator at 515-725-7864, or if you are hearing impaired, call Relay TTY at 1-800-735-2942,




MINUTES

IOWA LOTTERY BOARD
. June 20, 2011

The Iowa Lottery Board convened at 10:30 a.m., Acting Chair Schroeder presiding.

Board members participating: Michael Klappholz, Brad Schroeder, Deb Burnight, Herman Richter, Mary Junge.
Absent: Michael Fitzgerald.

Lottery staff present: Terry Rich, CEO; Kenneth Brickman, Executive Vice President/COOQ; Tert Wood, Vice
President Marketing; Brenda Loy, CFO; Larry Loss, Vice President Sales; Mary Neubauer, Vice President External
Relations; Molly Juffernbruch, Vice President Legal Counsel; Steve Bogle, Acting Vice President Security; Dave
Van Compernolle, Assistant Attorney General; and Famie Becker, Board Secretary. :

Others present: Dave Berger, Scientific Games and Jerry Fleagle, 1GIA.

Acting Chairperson Schroeder called the meeting to order, took roll call and asked the new board members and all
meeting participants to introduce themselves.

Minutes

Klappholz moved to approve the minutes of the meeting on April 28, 2011. The motion was seconded by
Burnight and carried unanimously.

Monthly Reports

Written reports were included in the agenda package. Staff members reviewed the information and
responded to questions from Board members.

Financial

Brenda Loy presented April and May performance measures and stated that the loitery proceeds
are 16% ahead of both last year and budget for May. Prize expense for May is & little high due to a
miltion dolfar winner. Financials were provided in packet for April and May.

Marketing

Teri Wood presented the Dream Delivery phase of the Dream Campaign, showing the POS
materials and the new dream commercial currently airing. Wood stated that the commercial used
lowa talent and was about 60% computer generated images. Wood stated that the Attitudes and
Opinions survey was just completed and a full report will be presented at the next board meeting.

Terry Rich reminded the board and participants that, by lowa Code, the research report is
considered proprietary and confidential.

External Relations

Mary Neubauer stated that the legislature is still in session and that if a budget is not approved
before June 30", there could be a government shutdown.

Rich commented that the Minnesota state government is shutting down and the MN lottery will, as
well, but the lowa Lottery is an authority and the lottery couid continue operating as such, but will
take direction from the governor. '

Neubauer also talked about Senate File 526 which deals with horse racing and track payout as
well as a change in referendum for race tracks. This change says that if residents approve racing
2 elections in a row then the casino does not need to go through the referendum process.




Also the legislation calls for a study of inirastate internst poker play. The Racing and Gaming
Commission will carry out the study with the lottery being consulted. Rich added that the lottery
believes it has authority today to do intrastate lottery games of chance on the internet but will work
closely on the issue with the Governor’s Office and other state lawmakers. Many states in the next
few years will have it and the lottery needs to be sure that it can be controlled electronically, Rich
said. Rich welcomed feedback from the board and stated that the lottery is not proposing any

legislation at this time. '

-Security

Steve Bogle presented the April and May reports included in packets. Several compllance checks
were conducted with high dollar tickets and no integrity issues were reported. Some on-spot
training and corrections were made. All 4 corners of the state were covered and compliance
checks will continue. Courier infrastructure development continues with the warehouse remodeling
and with UPS and FedEx being awarded contracts with the state of lowa.

Junge inquired about the employee theft in report, Bogle confirmed it was a retailer employee.

Schroeder asked how thefts are identified and Bogle stated that most retailers notify the lottery and
several techniques are then used by the lottery. '

Rich asked Mary Neubauer how many people are currently participating in Internet gambling and
Neubauer stated that by some estimates as many as150,000 people in lowa are currently playing
poker online, which is illegal. Some estimates also state that an online poker system could
generate $30 million for the state, but Neubauer stated that number is questionable.

Junge moved to approve the monthly reports, Richter seconded and the motion carried unanimously.
CEO Update

Terry Rich stated that currently the lottery has been approving 9-12 conferences per year, but are allowed
~up 1o 24 per year. If there are more than 6 per quarter, the Board Chair must be notified. With the NASPL
and Smart-Tech conferences approaching, Rich is requestlng approval for 7 this quarter and also requests
that 24 conferences per year be approved, versus the maximum of 6 per quarter. Written confirmation or
policy of the 6 per quarter could not be found.

Junge moved to approve a motion that allows up to 24 conference trips a year within North America with
an annual report to the board. Any travel outside of North America would require board chair approva[
Klappholz seconded and it carried unanimously.

Larry Loss then gave a brief history and update on the conversion project. Loss stated the lottery is in the
final stages of the project and have completed deployment across the state. Over 2300 retailers have
been trained and are renovating the warehouse in Ankeny. Software testing continues and a software
version freeze is scheduled for this week. The lottery staff will be involved in testing every day now
through July 39 and will also be trained on the GMS (Games Management System). Retailer
communications continues. On the night of July 2", after the Powerball drawing, the system will be taken
down. Approximately 7a.m. July 3", systems will be back up. Going forward, there is a 30-60-90 day plan
for additional features to be implemented. Loss added that there is a fest lab in the basement of the
headquarters. '

Rich thanked IGIA, Jerry Fleagle and Petroleum Marketers stating the retailers and vendors were
phenomenal in working with the Lottery. Rich highlighted that with this new system, the lottery can talk
directly to the consumer, the players can check their own tickets, and a new display will make it easier for
players. Rich mentioned that a cell phone app is a future feature coming soon: Talk of hunting and fishing
licenses and working more with additional state offices to drive consumers to lottery retailers were also
mentioned. The lottery is also currently working with retailers to use our equipment to scan drivers’ license
barcodes for age identification.




Loss stated that as part of the conversion, the team is working on a website of electronic statements for
retailers, where retailers can obtain the reports when they choose. The lottery is in the development
process of ticket balancing and disabling redemption when store is closed.

Mary Neubauer wanied to add that the lottery participates in the Amber Alert notification process along
with the DOT. At the retail level the lottery, with the new equipment in the field, is working to get the
important information as well as a picture of the child on the monitors in our retailers.

Neubauer then moved on to the VIP Club update. The lottery has had a VIP Club in some form since
1994 and on May 2™ a new VIP Club site was launched. Since then, nearly 10,000 members have joined.
The first VIP Club promotion is called “Play it Again” where VIP Club members can enter non-winning
tickets for a second chance drawing to win cash prizes. To date, there are 183,000 entries. This is one of
the biggest online promotions in the lottery's history. Bingo and Crossword are some of our higher price
point tickets and continue to be the most popular games among lottery players and are also the most
popular tickets being entered into the promotion.

Wood added that the lottery did a full media promotion for Play It Again including social media. Wood
showed the :30 commercial for Play It Again promotion which started 5/16. The next promotion will begin
- on July 18" and is a Monopoly promation which will include an opportunity to win one of 8 great getaways
within the state. Wood also addressed the 3" year for the lottery’s holiday promotion for Tech the Halls.
The beauty of the VIP Club is all the qualitative and quantitative data being captured which allows the
lottery to market effectively to players.

Rich highlighted the aspects of some initiatives the lottery is undertaking to drive the business; Play [t
Again and Points for Prizes, the Lottery In Motion (LIMs), Courier Service, and additional price points for

Lotto.
Administrative Rule Change

Rich asked for a change in administrative rule due io a dilemma with the current rule stating that a player
must present a ticket to receive a prize.

Molly Juffernbruch added that presenting a ticket to collect a prize is not practical where people-are
entering non-winning tickets and getting points and prizes for those tickets online. The lottery feels that
since the numbers are unique on each ticket, entering the non-winning ticket online is sufficient for
presenting the ticket. Juffernbruch noted that there are no official adminisirative rules for contests and
drawings currently and if approved, Juffernbruch would file the rule as emergency and it would be enacted
upon approval by the board and then moved through the administrative commlttee

Junge asked if this was a new rule or a change, Juffernbruch stated that it's a new chapter and therefore
is also a change.

Juffernbruch asks the board to adopt and approve the language she prowded and approve the
“administrative rule.

Junge moved to approved. Klappholz seconded and it carried unanimously.
Key Employee Hiring and Compensation

Rich introduced Steve Bogle, the candidate he has selected to f|II the current vacancy in the office of Vice
President, Security. Rich noted that the vacancy, VP Security, is a key position and as such requires .
Board approval for filling the position and establishing the salary.

Rich also noted that the Key Employee compensation is due for review, and states “lowa Code section
21.5(1)(i) prowdes that upon reguest, the board may go into closed session in order to prevent needless
and irreparable injury to an individuals’ reputation where the subject matter concerns possible appointment




or performance of that mdmdual Mr. Bogle, as the candidate for the VP Security position and the current
Key. Employees whose salaries are to be discussed have requested that any such discussions take place
in closed session.” : :

Shroeder states “The Chair is advised that the CEO has a matter to discuss with the Board within the parameters of
Towa Code Chapter 21.5(1) (i); that the matter pertains to prospective hiring and compensation of a Key Employee
and that the proposed candidate has tendered a written request that any such review be conducted in closed session,
as p10v1ded by law. The Chair notes that a vote is required during the public portion of the meeting prior to entering
closed session.

The Chair will now entertain a motion to go into closed session pursuant to lowa Code chapter 21.5(1) (i)
which provides for closed session: ‘to evaluate the professional competency of an individual whose
appointment, hlnng, performance or discharge is being considered when necessary to prevent neediess
and irreparable injury to that individual’s reputation and that individual requests a closed session.” Do |
hear such a motion?”

Richter motioned to go into closed session. Burnight seconded.

Roll call vote:
Burnight — aye; Junge — aye; Klappholz — aye; Richter — aye; Schroeder — aye
The motion is carried and open session is temporarily closed at 11:45am.

Rich asked that Steve Bogle and Jamie Becker remain present during closed session.

Richter moved to go back into open session, Junge seconded.

Roll Call vote:

Burnight — aye; Junge — aye; Klappholz — aye; Richter — aye; Schroeder — aye
Motion carried.

Open session resume at 12:11pm.
Schroeder offered to entertain a motion regarding the position of VP Security.

Klappholz stated “l. move to offer the VP Security pOSItton to Steve Bogle at a salary of $106,496, effective
August 19, 2011 with eligibility for such COLA adjustment as may be implemented consistent with the pay
plan, effective December 23, 2011.” ,

Burnight seconded and motion carried unanimously.

Junge moved to approve the FY2012 salary plan stating that “the salary plan proposed by the CEO and as
“may hereafter be adjusted by comparison to any cost of living increases authorized by the legislature and
- governor for state non-contract employees be adopted; that applicable ranges, be based on performance
and be determined by the CEQ in consultation with the Board Chair, representing the board."

: Burnlght seconded and it carried unanlmously
FY2012 Budget

Brenda Loy stated that the preliminary budget approved last fall does not include salary increases.
Increased sales are projected to cover salaries and move in line with projected sales. Other items
adjusted are: '

Prizes line including $1.95m for VIP Club to be paid to SGi/MDI

New line for Courier @ $506,000 — moved from operating costs

A portion of the equipment moved into Lottery system line. This was due to Jackpot signs that will

be part of the percent of sales paid for the system.




Loy stated that on page 2 “Operating Expenses” shows step and cost of living expense increases.
$50,000 of the Supplies line moved to front, Outside Services decreased $456,000 and moved to first
page. Both changes are due to courier delivery of instant tickets.

Proceeds numbers are close to what was approved last fall. Junge commented that Brenda’s report was
very thorough.

Rich confirmed that performance measures are sent to all staff.

Junge moved to approve the revised FY2012 budget.
Burnight seconded and it carried unanimously.

Loss added that Jerry Fleagle from 1GIA relayed to hirh that through the conversion process they have not
received any complaints from retailers.

Klappholz motioned to adjourn. Richter seconded and it carried unanimously.

Meeting adjourned at 12:32 p.m.
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2323 Grand Avenue - Des Hoines - lowa 50312-5307 Terry £, Branstad - Governor
Telephone: S15-725-7900 - Fax: 515-725-7682 : Kim Reynolds - Lt. Governor
wyrw.ialottery.com

Terry Rich - Chief Executive Officer

DATE: September 14, 2011
TO: Board Members of the lowa Lottery Authority
FROM: Brenda Loy, Chief Financial Officer

Attached are the final financial statements for June 2011. Previously, you received
preliminary financial statements for June 2011.

There was approximately $55,000 in adjustments primarily related to estimated payables.
These factors resulted in a $54,690 decrease in proceeds payable to the State General
Fund. ' .

Attachments




IOWA LOTTERY AUTHORITY

SCHEDULE OF ECONOMIC BENEFITS

Proc:eeds to Iowa Plan

Proceeds to CLEAN fund

Proceeds to Special Appropriations
Proceeds ta_Gambler's; Treatment Prog ram

Proceeds to the State General Fund:
Prior to Fiscal Year 2011
Fiscal Year 2011
Transferred
Payable

Proceeds to the Veterans Trust Fund:
Prior to Fiscal Year 2011
Fiscal Year 2011
Transferred
Payable

Total

June 30,2011

FINAL

$1,007,499,420

48,859,318
16,037,064

$5,444,931

2,542,111

562,600

$170,318,439
$35,804,355
$13,773,572

15,732,208

1,072,_395,802

8,550,302

$1,316,064,678




IOWA LOTTERY AUTHORITY
STATEMENT OF NET ASSETS
JUNE 30,2011 -
FINAL

ASSETS
Current Assets:

Cash

Cash on hand

Cash - Debt Service Account
Restricted assets - cash
Interest receivable

Prepaid expense

~ Accounts receivable - net
Ticket inventories

Total current assets
Noncurrent Assets:
Investment in prize annuities
Reserve on deposit with MUSL
Capital assets - net

Total noncurmrent assets

Total assets

$19,423,955
600

11,617
200,324
6,804
197,965
4,294,069
1,524,132

25,749,556

7,414,898
4,854,952
3,571,683

15,841,533

- $41,591,089




IOWA LOTTERY AUTHORITY
STATEMENT OF NET ASSEIS
JUNE30, 2011
FINAL

" LIABILITIES
Current Habilities:

Online games prizes payable
Accounts payable
Current obligation for annuities
Administrative payroll payable
Due to:

State General Fand

Veterans Trust Fund

Other state agencies
Interest Payable
Deferred revenue
Accrued compensated Absences
State withholding payable
Federal withholding payable

Total current liabilities

Long-term liabilities:
Annuities payable
Bonds payable
Prize reserve fund

Total long-term liablities
Total liabilities

NET ASSEIS

Invested in capital assets

Unrestricted

Total net assets

- 2,111,083

2,784,333
1,400
143,140

16,037,064
562,600
138,994

3,284
331,284
1,723,638
55,055
44,625

23,936,500

7,414,898
© 1,200,000
4,854,952

13,469,350

37,406,350

2,371,683
1,813,056

$4,184,739




IOWA LOTTERY AUTHORITY

STATEMINT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THEMONTH AND YEAR ENDED JUNE30, 2011

OPERATING REVENUES
Instant-scratch ticket sales
Pick 3 sales
Powerball sales
Mega Millions sales
Hot Lotto sales
Raffle sales
Pick 4 sales
$100,000 Cash Game sales
Pull-tab sales
Application fees
GOtherrevenue

Total operating revenues

OPERATING EXPENSES
Scratch ticket prize expense
Pick 3 prize expense
Powerball prize expense
Mega Millions prize expense
Hot Lotto prize expense
Raffle prize expense
Pick 4 prize expense
$100,000 Cash Game prize expense
Pull-tab prize expense
Promotional prize expense
Advertising/publicity
Retailer compensation expense
Ticket expense
Vendor compensation expense
Salary and benefits
Travel
Supplies
Printing
Postage
Communications
Rentals
Utilities
Professional fees
Vending machine maintenance
Outside services and repairs
Data processing
Equipment
Reimbursement to other

state agencies
Depreciation
Other
MUSL administrative expense

Total operating expenses

Operating income (loss)

FINATL,
Month ended Month ended Year-to-date Year-to-date
June 30, 2011 June 30,2010 June 30, 2011 June 30,2010
$13,978,931 $12,680,886 $165,320,031 $143,759,258
527,397 526,948 6,573,020 6,531,001
3,997,206 4,555,224 47,124,656 59,190,012
1,053,121 799,092 16,051,016 5,544,128
887,424 850,680 11,608,730 13,653,746
. 0 0 0 789,200
213,615 208,288 2,701,949 2,662,191
320,401 302,398 3,687.370 3,908,785
1,443,804 1,735,009 18,315,275 20,217,316
775 325 5,575 3,975
796 4,317 138,133 22,147
22,423,470 © 21,672,167 271,534,755 256,281,759
8,743,308 7,819,890 103,652,725 91,479,848
313,978 313,220 3,804,422 3,958,003
1,926,230 2,223,846 22,553,385 28,558,287
544,834 469,849 8,365,976 2,879,811
432,118 407,442 5,608,729 6,610,476
0 (1,640) 0 392,876
126,549 122,733 1,596,054 1,544,018
151,945 142,667 1,745,257 2,005,333
004,367 1,096,587 11,458,672 12,702,718
2,103 19,643 85,858 322417
634,514 488,375 6,647,468 7,539,052
1,421,201 1,378,753 17,284,432 16,100,637
210,882 232,607 . 2,784,308 2,683,364
478,760 682,998 5,848,081 8,168,273
1,101,357 1,896,717 8,650,620 9,819,749
51,693 34,059 415,007 369,153
16,926 2,813 110,465 104,863
500 254 13,830 14,477
326 327 5112 6,166
42,339 51,468 518,708 562,025
24,262 23,971 277,163 285,660
5827 6,280 103,438 98,468
60,371 19,962 118,062 165,833
44,788 40,727 526,196 488,697
40,038 183,013 306,730 403,083
3,790 3,822 46,670 37,700
81,784 21,621 387,674 152,832
31,315 34,013 432,878 455,697
10,659 12,740 117,508 864,963
4,369 (12,748) 58,0006 104,355
3,377 0 40,528 17.818
17,454,000 17,836,018 203,653,962 198,905,652
¥ 5,009,470 3,836,149 67,380,793 57,376,107




IOWA LOTTERY AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THEMONTH AND YEAR ENDED JUNE 30, 2011

FINAL
Month ended Month ended Year-to-date Year-to-date
June 30,2011 June 30,2010 ¥ June 30,2011 " June 39,2010
Interest Income 6,746 36,906 146,178 364,957
Interest expense (3,284) ~ (3,558) (42,418) : (45,702)
Income before transfers 5,012,932 3,869,497 67,984,553 57,695,362
Transfer to: ‘
Veterans Trust Fund (152,856) (167,784) (3,105,371) (2,661,554)
State General Fund (4,968,521) (3,731,151) (64,896,382) (55,245,512}
(5,121,377 {3,905,535) (68,001,753) (57,907,066)
Change in net assets : (108,445) (36,038) {17,200) (211,704)
Net assets, beginning
of period 4,293,184 4,237,977 4,201,939 - 4,413,643

Net assets, end
of period $4,184,739 $4.201,939 $4,184,739 $4,201,939




IOWA LOTTERY AUTHORITY

ANALYSIS OF NET ASSETS
JUNE30, 2011
FINAL -
Cash restricted for vehicle
purchases : $288,924
Ticket inventory | 1,524,132
Capital assets - net of related debt 2,371,683

Net Assets $4,184,739




OPERATING REVENUES
Instant-scratch ticket sales
Pick 3 sales
Powerbali sales
Mega Millions sales
Hot Lotto sales
Rafile sales
Pick 4 sales
$100,000 Cash Game sales
Touch Play Machine (Net Receipts)
Pulktab sales
Application fees
Otherrevenue

Total operating revenues

OPERATING EXPENSES
Scratch ticket prize expense
Pick 3 prize expense
Powerball prize expense
Mega Millions prizs expense
Hot Lotto prize expense
Raffle prize expense
Pick 4 prize expense
$100,000 Cash Gane prizs expense
Pull-tab prize expense
Promotional prize expense
Advertising/Publicity
Retaller compensation expense
Ticket expense
Vendor compensation expense
Salary and benefits
Travel
Supplics
Printing
Postage
Conumnications
Rentals
Utilities
Professional fees
Vending machine mainsenance
Outside services & repairs
Data processing
Equipment
Reimbursement to other

state agencies
Depreciation
Other
MUSL adminisirative expense

Total operating expenses

Qperating inconie (loss)

Non-operating revenue (expense)
Interest income
Inferest expense

Income before transfers

IOWA LOTTERY AUTHORITY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR FISCAL YEARS 2047 THROUGH 2011

FINAL
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2011 2010 2009 2008 2007
$165,329,031 143,759,258 136,268,555 $137,917.848 $125,147.976
6,573,020 6,531,00 6,534,765 6,373,362 6,382,520
47,124,656 59,190,012 58,220,203 63,761,024 61,548,520
16,051,016 5,544,128 0 0 4
11,608,730 13,653,746 14,329,610 . 11,724,416 14,453,908
- 0 789,200 0 1,425,460 0
2,701,949 2,662,191 2,555,237 2,315,465 2,224,092
3,687,370 3,508,785 4,113,307 4,201,933 4,362,916
. {11,671)
18,315,275 20,217,316 21,315,424 21,407,956 21,058,969
5,575 3,975 3,680 5,130 6,325
138,133 22,147 65,449 47,962 147,426
271,534,755 256,281,759 243,406,230 249,270,580 235,154,990
103,652,725 91,479,848 81,846,620 85907.6%4 76,461,872
3,894,422 3,958,003 3,834,735 3,763,710 3,710,127
22,553,385 28,558,287 28,118,140 30,749,779 20416275
8,365,976 2,879,811 0 0 0
5,608,729 6,610,476 7,015,713 5,668,710 7,097,545
0 392,876 (10,560 1,200,000 0
1,596,054 1,544,018 1,473,587 1,352,661 1,202,769
1,745,257 2,005,333 2271476 2,525,366 2,212,777
11,458,672 12,702,718 13,389,649 13,397,429 13,103,358
85,858 322417 485,921 104,236 152,137
6,647,468 7,539,052 7,007,617 7,307,529 6,277,829
17,284.432 16,109,637 15,208,641 15,650,431 14,674,744
2,784,308 2,683,364 2,674,067 2,444,005 2,626,607
5,848,081 8,163,273 7,796,934 71,823,721 7,339,692
8,650,620 - 9,819,749 8,759.206 0,435,111 8,412,628
415,007 369,153 404,876 443 445 396,384
110,465 104,863 110,739 167,592 97,168
13,830 14,477 9,582 17,737 22,485
5112 6,166 4,738 4,528 44,942
518,708 562,025 568,096 574,029 544,149
277,163 285,660 290,254 277,173 276,385
103,438 98,468 103,240 114,292 91,013
118,062 165,833 121,965 144,953 91,137
526,196 488,607 489,809 492,495 492,576
306,730 403,033 197,386 264,151 182,157
46,670 37,100 40,929 37,998 . 38330
387,674 152,832 204,598 155,425 238,897
432,878 455,697 435,976 500,235 350,385
117,508 864,963 1,403,051 1,407,501 1,415,964
58,006 T 104,355 132,141 129,169 124,649
40,528 17,818 0 0 (32,454
203,653,962 198,945,652 184,479,166 192,001,515 177,062,577
67,880,793 57,376,107 58,927,064 57,269,065 58,092,413
146,178 364,057 421,000 699,922 821,922
{42,418} (45,702) {48,986) (109,467) (175,147
67,984,553 57,695,362 59,299,168 57,859,520 58,739,188




Transfers to:

Gambler's Treatment Program
Veterans Trust Fund

State General Fund

_ Total Transfers

Change in net assets

Net assets, beginning
of period

Net asgets, end -
of period

10WA LOTTERY AUTHORITY .
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR FISCAL YEARS 2007 THROUGH 2011

FINAL
Fiscal Year Fiscal Year Fiscal Year Fiseal Year Fiscal Year
2011 2010 2009 2008 2007

i} 0 (1,219,137) (1,249,853} (1,179,883)

(3,105,371) (2,661,554) (2,783,377) ¢ 0
(64,896,382) (55,245,512) (56,550,792) (55,296,265} (56,970,554
(68,001,753) {57,907,066) {60,553,306) (56,546,118) (58,150,437}

(17,200) (211,704} (1,254,138) 1,313,402 588,751

4,201,939 4,413,643 5,667,781 4,354,379 3,765,628
$4,184,739 $4,201,939 §4,413,643 $5,667,781 -$4,354,379 -




2323 Grand Avenue - Des Maines - lowa 50312-5307 Terry E, Branstad - Governor
Tefephone: 515-725-7900 - Fax: 515-125-1882 ' - Kim Reynolds - Lt. Governor
www.ialottery.com

Terry Rich - Chief Executive Officer

DATE: August 16, 2011
TO: Board Members of the lowa Lottery Authority
FROM: Brenda Loy, Chief Financial Officer

Attached are the financial statements for July 2011, During July, we had revenue of
$21,874,486. This sales level resulted in $5,684,111 of proceeds payable to the State
General Fund and $57,594 of proceeds payable to the Veterans Trust Fund.

Attachments




IOWA LOTTERY AUTHORITY

SCHEDULE OF ECONOMIC BENEFITS

Proceeds to Iowa Plan

| Proceeds to CLEAN fund

Proceeds to Special Appropriations
Proceeds to Gambler's Treatment Program.

Proceeds to the State General Fund:
Prior to Fiscal Year 2012
Fiscal Year 2012
Transferred
Payable

Proceeds to the Veterans Trust Fund:
Prior to Fiscal Year 2012
Fiscal Year 2012
Transferred
Payable

Total

July 31,2011

$1,072,450,492

0
5,684,111

$8,550,302

G
57,594

$170,318,439
$35,894,355
$13,773,572

15,732,208

1,078,134,603

8,607,896

$1,322,461,073




IOWA LOTTERY AUTHORITY
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSEIS

FOR THEMONTH ENDED JULY 31,2011

OPERATING REVENUES
Instant-scratch ticket sales
Pick 3 sales
Powerball sales
Mega Millions sales
Hot Lotto sales
Pick 4 sales
$100,000 Cash Game sales
Pull-tab sales
Application fees
Other revenue
Total operating revenues

OPERATING EXPENSES
Scratch ticket prize expense
Pick 3 prize expense
Powerball prize expense
Mega Millions prize expense
Hot Lotto prize expense
Pick 4 prize expense
$100,000 Cash Game prize expense
Puli-tab prize expense
VIP Club expense
Promotional prize expense
Advertising/publicity
Retailer compensation expense
Ticket expense
Vendor compensation expense
Salary and benefits
Travel
Supplies
Printing
Postage
Communications
Rentals
Utilities
Professional fees
Vending machine maintenance
QOutside services and repairs
Data processing
Equipment
Reimbursement to other
state agencies
Depreciation
Other

Total operating expenses

Onerating income (loss)

Month ended Month ended
July 31,2011 July 31,2010
$13,356,839 $12,314,985
533,188 542,796
4,088,440 4,014,993
1,175,444 805,244
869,215 892,739
219,012 215,810
336,125 312,543
1,295,614 1,584,353
300 475
30 22,578
21,874,486 20,706,516
8,188,451 8,433,823
316,473 321,948
1,985,341 1,017,446
598,834 408,952
424,690 415,755
127,068 126,966
159,255 147,942
810,660 993,570
112,500 0
30,156 12,637
479,536 403,077
1,380,883 1,306,780
168,393 192,279
413,615 447,337
651,587 591,822
35,010 26,302
27,271 22,194
176 149
216 . 352
14,597 33,582
22,512 22,001
6,730 7,373
3,034 3,176
44,847 40,727
24,520 37,427
3,990 4,463
11,064 11,431
26,741 31,462
11,041 12,740
3,777 6,401
16,083,868 15,980,114
5,790,618 47726402




IOWA LOTTERY AUTHORITY
STATEMENT OF REVENUES , EXPENSES AND CHANGES IN NET ASSETS
FOR THEMONTH ENDED JULY 31,2611

Month ended Month ended
July 31,2011 July 31,2010
Intérest expense (3,284) (3,558)
Income before transfers ' 5,787,334 4,722,844
Transfer to:
Veterans Trust Fund _ (57,594) (131,645)
State General Fund (5,684,111) (4,714,318)
(5,741,705) {4,845,963)
Change in net assets 45,629 (123,11%)
Net assets, beginning
of period - 4,184.725 4,201,939

Net assets, end
of period $4,230,354 $4,078,820
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To: Members of the Legislative Fiscal Committee
From: Jowa Lottery CEO Terry Rich
September 2011

Achieving Greater Efficiencies In State Advertising

Overall Thoughts For Maximizing State Efficiencies In Advertising

Several state entities that make some of the state’s largest advertising purchases — including the Jowa Lottery,
Regents Universities, Department of Economic Development, Department of Public Health and Department of
Transportation — have met throughout the spring and summer to discuss ways they could better coordinate
efforts and thereby achieve increased efficiencies in advertising purchased for state causes.

The conversations have continued even though legislation relating to the topic did not pass during the FY 2011
session. State executives agreed that it is a valuable topic matter that should continue to be investigated even
without passage of legislation.

The goal of the discussions is to achieve the broadest purchase with the best-targeted reach for the state
advertising dollars spent.

The group plans to continue to meet once a quarter to share ideas and continue cooperation,

The group is working to develop a list of advertising contacts for state entities to maximize communications.
The group also plans to lend its expertise and resources whenever possible to other priority state initiatives,
such as the current “healthiest state” project. - ‘

Targeted lowa small businesses are currently utilized whenever possible and that should continue to be a focus. -
Emerging marketing trends (such as the Iatest platforms receiving attention within social media) should
continue to be evaluated by state entities to keep staff up to date on communication trends and costs.

Creative Development

State entities use different advertising companies based upon the creative expertise needed and the size of a
particular project. ‘ .

Having one advertising company for all state creative advertising work is not recommended because
advertising agencies have different marketing expertise (ie., expertise in agriculture vs. commercial vs. retail)
and competition amongst agencies achieves the best pricing for the state as a whole.

The state should not impede business by making decisions that would cut some advertising agencies out of the
bidding process. .

State entities involved in the discussions have agreed to share their advertising RFPs to garner future ideas for
contract negotiations.

Media Placement

State entities making the larger advertising purchases believe they are getting good media cost placement with
media buys appropriately placed in all areas of the state so as to provide messages to all citizenry.

Those involved in the discussions agreed that attempting to achieve one central advertising contract for state
advertising/marketing would cost the state more in media buys because there would no longer be competition
amongst advertising agencies or an incentive amongst media entities to offer the “value-added” spots that state
entities currently receive at various times of the year.

Larger state entities have agreed to work with smaller state entities that may receive “one-time” advertising
funds for a particular project. The goal would not necessarily bring cost savings, but rather, greater media
coverage for the message due to better purchasing power.

Those involved in the discussions also do not recommend having one advertising company do all media buys.
Such a move would hurt smaller lowa companies that might want to compete for state business and limit
negotiation power for better ad rates/buys during off-peak times,

Other Notes:

Some state entities protect their advertising plans and budgets due to their competitive environments ( ie.,
universities competing with each other for students).

Marketing via social media is the new frontier.

Advertising dollars are often earmarked for specific messages, so there is little leeway in how the money can
be spent.




SECURITY REPORT

JUNE 2011
INVESTIGATIONS TYPES
Cases opened: 5 ~ Theft: 2
Cases closed: 1° ' ‘ Burglary: 2
Record of Contact: 10 Ticket concern: 1

EVENTS

Provide security for the $100,000 Cash Game and all second change and promotional drawings. 26
_ drawmgs and 1 Twitter Contest assist.

WAREHOUSING

Attached

MISCELLANEOUS

Assist Validations Department: 25
Law Enforcement contacts: 6
ABD reports:

2 regional camera installs

3 game print in Georgia




Date: June 29" 2011

To:  Steve Bogle
Vice President Security

From: Kevin Jones
Central Warehouse

Ref: Warehousing & Distributi.on —June 2011

Warehousing

1. Received and stored the following instant games:
Game No. 726 — Veteran’s Hot $50
Game No. 727 — Pink Panther
Game No. 731 — Monopoly

" 2." Received and stored the following puli-tab game:

Game No. 57 — Lfghtning Cash

Distribution

1. Shipped tickets, marketing materials and supplies to all regional distribution centers as
“required.




Security Report

July 2011
INVESTIGATIONS o | PES
Cases opened: 5 . Burglary: 2

-Cases closed: 0 . Theft: 2
' | ' Customer concern: 1
EVENTS
Provide security for the $100,000 Cash Game and all second chance and promotional draw:ngs 26
drawings, 2 Twitter Contests, 1 Rock of Ages assist,
WAREHOUSING

See attached

MISCELLANEOUS

Assist Validations Department: 31
* Law Enforcement contacts: 14
ABD Reports: 13

Records of Contact: 15




Date: August 3, 2011

To:  Steve Bogle
Vice President Security

From: Kevin Jones
Central Warehouse

Ref: Warehousing and Distribution — July 2011
Warehousing
1. Receive and stored the following instant games:

Game No. 728 — Sunny Money
Game No. 730 —Triple Cherry Twist

2. Received and stores the following pull-tab games:
Game No. 58 — Veteran’s Pride
Game No. 59 - Sour Grapes
Game No, 60 — The Pickle

Distribution

1. Shipped tickets, Marketing materials, and supplies to all regional distribution centers as required.




Security Report

August 2011
INVESTIGATIONS | TYPES
Cases opened: 7 Ticket Concerns: 2
Cases closed: 0 Theft: 4

Employee Theft: 1

EVENTS

Provide security for the $100,000 Cash Game and all second chance and promotional drawings. 27
drawings, 1 Twitter Contests.
WAREHOUSING

See attached

MISCELLANEQUS

Assist Validations Department: 29
Law Enforcement contacts: 15
ABD Reports: 9

Records of Contact: 9

Ticket printing: 2




Date: September1, 2011

To: Steve Bogle
" Vice President Security

From: Kevin lones
Central Warehouse

Ref: Warehousing- & distribution — August 2011
Warehousing

1. Received and stored the following instant games:

Game no. 728 - Twisted

Game no. 732 — Loose Change

Game no. 733 — Spooky Loot

Game no. 734 - 5X the Money

Game no. 735 — Lucky Jar Bingo
Game no. 746 — Great State Tailgate
Game no. 980 — lowa Lottery VIP Club

2. Received and stored the following Pull-tab game
Game no. 61 — Fiery Gemstones
Distribution

1, Shipped tickets, marketing materials and supplies to all regional distribution centers as
required.




2323 Grand Avenue - Des Moines - lowa 50312-5307 _ Terry E. Branstad - Governor |
Telephone: 515-725-7900 - Fax: 515-725-1882 . Kim Reynolds - Lt, Governor
www.ialottery.com

Terry Rich - Chief Executive Officer

DATE: September 19, 2011

TO: Board Membérs of the lowa Lottery Authority
FROM: Brenda Loy, Chief Financial Officer

RE: Summary of Changeé to lowa Lottery Fiscal Policies

The lowa Lottery's financial management policies are based on the financial management
policies utilized by the State of lowa Depariment of Administrative Services (DAS) State
Accounting Enterprise. DAS has updated several policies primarily due to the elimination of
employee’s reimbursement of taxable meals and the implementation of the Online Travel
Authorization process. Two of these policies, after the update, leave no substantive difference to
the Lottery policy. Therefore, | am recommending that the lowa Lottery fiscal policy be deleted
and that the DAS policy be used. For six existing lowa Lottery policies, | am recommending
updates as summarized below. ' _

lowa Lottery policies to be deleted — use DAS policy:

- 204.100 General Provisions — Authorized Signatures
¢ Allows the CEQ to authorize employees to sign for payments. The DAS policy allows the
department head to make the same authorization.
204.101 General Provisions — Authorized Signatures
¢ Allows the CEO to authorize employees to pre-audit claims. The DAS policy allows the depariment
head to make the same authorization.’ o

lowa Lottery policies to be updated:

204.200 General Provisions — Original Invoice
» Adds references to other policies
+ Minor wording changes to mirror DAS policy

204.400 General Provisions - Miscellaneous
o Adds references to other policies
¢ Minor wording changes to mirror DAS policy

210.205 Travel — In-State - Subsistence Allowance
e Deletes references to reimbursement for meals without an overnight stay

210.305 Travel — Out-of-State — Subsistence Allowance
¢ Adds references to other policies -
¢ References the Travel Department Authorization process

210.315 Travel — Out-of-State — Travel Authority
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Department of Administrative Services - State Accounting Enterprise

Section Procedure No. Page No. Effective Date
PRE-AUDIT 204.100 1of2 July 1, 2003
Pg. Revised 7/1/11

Subject

GENERAL PROVISIONS —- AUTHORIZED SIGNATURES

1. The “Authorized Signature Form” is used by the department head to authorize other
employees to sign or electronically approve payment for payment vouchers, payrolls, payroll
documents, and expenditures or {ransfer of funds on his or her behalf. The signature is to be
entered, and the name typed on the nexi line, If a rubber stamp is used, it is to be entered on
the “Authorized Signature Form” as it will be used (i.e. the stamp and initials of the
employee using the stamp) with the name of the using employee typed on the next line. This
authorization does not relieve the department head from his or her responsibility of these
documents,

2. A new authorized signature form must be submitted each time a department head adds or
deletes employees authorized to sign or clectronically approve payment vouchers, payrolls,
payroll documents, or expenditures or transfer of funds. (A lelter adding one name and/or
deleting another is not acceptable.) A new signature list must also be submitted each time a
new department head has been appointed to ensure the employees who were authorized in the
past will continue to be authorized by the new department head. This should be submitted as
close as possible to the date of when the new department head starts. At the discretion of
DAS-SAE-Daily Processing Program Manager, each department will be required to review
and/or update their authorized signature form.

3. The number of employees authorized to sign or electronically approve on behalf of the
department head should be kept to the lowest practical level to allow for proper
administrative control. The individual authorized to sign or electronically approve should be
familiar with the laws and rules relevant to the document they are signing.

4. Instructions for completing the Authorized Signature Form - The letters below correspond to
the letters on the example form on page 2 of this policy.

Name of department

Department number

Date form completed

Effective date of authorized signatures listed

All employees (except department head) who are authorized to sign or electronically

approve GAXs, TAs, TPs, TPOs, PRCs, MDs, and other external documents.

f. All employees (except depattment head) who are authorized to sign centralized payroll
documents.

g. All employees (except department head) who are authorized to sign or electronically

approve IETs, PRCIs, JVs, CDEs, CDRs, CR Modifications, and other internal

documents.

oo o




Department of Administrative Services - State Accounting Enterprise

Section Procedure No. Page No. Effective Date
PRE-AUDIT 204.100 2 0f2 July 1, 2003
Pg. Revised 7/1/11

Subject

GENERAL PROVISIONS — AUTHORIZED SIGNATURES

h. List fund number, department number and unit (when needed), which the employees
listed above are authorized to approve. There may be more than one involved. Please
provide all of the information.

i. Department head's signature

Name of department head - TYPED

k. Send one (1) original and one (1) copy to the Department of Administrative Services-
State Accounting Enterprise-Daily Processing, Hoover Building, 3" Fl.

—s

AUTHORIZED SIGNATURE FORM
Department {a} Effeciive Date {dl
DeparlmentNumber ‘ (5]
Date ic}
The following employess are hersby authorized to sign / initial in ink. on my hehalf. all documants, payrells, payroll
documents and accounting transaction documents pertaining to those funds which are listad below by account number.
il (5] 1]
GAXSs I TAs ¢ PRCs /MDs IETs {PRCIs / J¥s ! CDEsICDRs
EXTERNAL DOCUMENTS PAYROLLS & PAYROLE DOCURENTS INTERNAL BOCUMENTS
Signature Signalure Slgnature
Name(typa} Mamse (typej Mamie {ypa)
Signature Signature Signature
Name (type) Name (type} MName {typs}
Slgnature Slgnature Slgnature
Nametype} Name (typa} Mame (typs}
Slgnature - Signature Signature
Mame {type} Name ityps} - Name (type}
FUND {h} DEPARTRIENT UNIT FUND DEPARTMENMT URIT FUND DEPARTHIENT UNIT
APPROVED BY DEPARTLIENT HEAD {i} (k)
DEPARTMENT HEAD itype) W Sentf one( tyorlginal and one {1} copyio:
Depanm;anflq of Aﬁmﬂiniséralive Serices
. ) . . ot } State Acenunting Enterprise
flote: Tha Department Headistha only employae authorizedto sign anappropfistiontransfer. Dally Procassing
37 F, Hoover Building
Des Koines, LA50319

5. Blank forms are located on the DAS-SAE website using this link:
http://das.sae.jowa.gov/images/word docs/Authorized Signature Form.doc.

6. Questions on authorized signatures should be directed to DAS-SAE-Daily Processing.
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Department of Administrative Services - State Accounting Enterprise

Section Procedure No. Page No. FEffective Date
PRE-AUDIT 204,101 1of2 July 1, 2003
' Pg. Revised 7/1/11

Subject.
GENERAL PROVISIONS — PRE-AUDITOR’S AUTHORIZED SIGNATURES

. The “Pre-Auditor’s Authorized Signature Form” is used by the department head to allow
employees to be authorized to pre-audit and electronically approve claims. The signature or
initial is to be entered, with the name typed on the next line. This authorization does not
relieve the department head from his/her responsibility for these documents.

. A new authorized signature form must be submitted each time a department head adds or
deletes employees authorized to pre-audit and electronically approve payment vouchers, or
transfers for expenditure of funds. (A letter adding one name and/or deleting another is not
acceptable.) A new signature list must also be submitted each time a new department head
has been appointed to assure the employees who were authorized in the past will still be
authorized by the new department head. This should be submitted as close as possible to
when the new department head starts. At the discretion of DAS-SAE-Daily Processing, each
department will be required to review and/or update their authorized signature form.

. The number of employees authorized to pre-audit and electronically approve on behalf of the
department head should be kept to the lowest practical level to allow for proper
administrative control. Also, the individual authorized to pre-audit should be familiar with
the laws and rules relevant to the document they are pre-auditing.

. Instructions for completing the Pre-Auditor's Authorized Signature Form - The letters below
correspond to the letters on the example form on page 2 of this policy.

Name of department

Department # to be pre-audited

Date form completed

Effective date of authorized signatures listed

All employees (except department head) who are authorized to pre-audit and
electronically approve GAXs, TAs, TPs, TPOs, PRCS, MDs, IETs, PRCIs, JV1s, CDEs,
CDRs, CR Modifications, and other external and internal documents.

f.  Department head's signature

Name of department head-TYPED

Send one original to DAS-SAE-Daily Processing, Hoover Building, 3" Fl

o &b o

F®w




Department of Administrative Services - State Accounting Enterprise

Section Procedure No. Page No. Effective Date
PRE-AUDIT 204,101 20f2 July 1, 2003
Pg. Revised 7/1/11
Subject _ '
GENERAL PROVISIONS — PRE-AUDITOR’S AUTHORIZED SIGNATURES

5. Blank forms are located on the DAS-SAE website using this link:
http://das.saejowa.gov/images/word docs/Pre Auditor Authorized Signature Form.doc.

PRE-AUBITOR'S
AUTHORIZED SIGNATURE FORM

Mote: The DepartmentHead istha only emplayee authorized to sign an appropriation iransfer,

Department ta} Effsctive Dats {ciy
Depastnient Humber tbt
Date {c}
The following employees are hereby authored to sign / initial in ink, the listed documents as a pre-auditor an my behalf.
GAXs!TAs !I%RCSFMBE . GAXs ) TAs :’TPS{%IPRCS /Mbs BAXs [ TAs iTF%!i PRCs i MDs
IETs fPRCIs 1 JV1Is /CR2s { CDES /CBRS IE¥s -'I?RCESJJWS!CDESJCDRS [ETs { PRCIs / JV1s /CDEs {CDRs

Signaiure Signature Signature

Hame {typa} Name (type) Hame (type}

Signature Signature Signaturs

Hanie {type} Mame (type} Mama {type}

Signaturg Signalure Signalure

Mame (type) Mame {type} Mame (type)

Sfgnature . Signalure Signature

Hame (type) Idams {type) Hame (hvpe}

FUMND DEPARTMENT UNIT FIGMD DEPARTHENT LT FUND DEPARTHERT UNIT
| ||
APPROVED BY DEPARTHIENT HEAD [1#] 1Kl
Send one (1} anolnal to:

DEPARTWENT HEAD (type} i3] Department of Administrative Sanvices

State Accounting Enterprise
Daily Precassing
34F1, Hoover Bullding
Des toines, 1A 50319

6. Questions on authorized signatures should be directed to DAS-SAE- Daily Processing.
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Towa Lottery Authority—Financial Management

Section , Procedure No. Page No. Effective Date

Pre-Audit 204.200 1of2 Falye15-2004 September
29,2011
Subject
General Provisions—Original Invoice

1. “Original invoice” shall be defined as the copy of the invoice that any customer, including a
department of the state of Iowa, would normally receive from the vendor. A web based or
e-billing will be defined as an original invoice. The acceptable invoice received from the
vendor may be labeled “customet's copy,” “original invoice,” “payee copy,” or any other
designation to denote the invoice wais presented by the vendor to the customer.

2. When conducting a purchase over the Internet, first request that the vendor mail an original
invoice for payment. If normal business practices ofer the vendor require credit card
payment and an “electronic invoice,” then that is an acceptable invoice, provideding the
electronic invoice includes: the vendor’s name, telephone number, address (including state),
the purchased items(s) or service, the date of purchase and the cost. A payment voucher, oin
a proper form; and with proper authorization must accompany an “electronic invoice™.

“Electronic Invoice” shall be defined as the printed copy of an invoice or order that is
generated clectronically from a vendor doing commerce over the Internet. In general, an
“clectronic invoice” will be acceptable as an original invoice, provideding it includes all the
usual information about the vendor and the purchased goodsitem/services. This te-allows for
the confirmation of the purchase. An “electronic invoice” is acceptable provided the
purchase has been made according to the ILA guidelines. This policy is not intended to
increase or promote purchases over the Internet.

3. FAX copies or photocopies of original invoices are not acceptable as original invoices except
in the following instances; -

a. The FAX invoice or the photocopy invoice is the normal invoice presented for payment
by the vendor.

b. The original invoice was lost or accidentally destroyed.

In these situations, the T1LA must certify that the invoice is considered te-be-the original and
that no duplicate payment has been made.

4. When employees submit travel claims for reimbursement of expenses, original receipts must
be attached to the travel payment (TP). The TP travel-payment must also contain an original
certification (see procedures 204.150(3), 204.400(2) and 210.102).

5. A voucher, which has been properly certified by the vendor, may be substituted for the
original invoice. A “Pproperly certified” voucher shall includes an original signature and
title of the person signing the voucher as well as the date the claim is certified._See




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 204,200 20f2 Fuly 12004 September
29, 2011
Subject

General Provisions—Original Invoice

procedure 204.150.,

6. The original invoice shall indicate in detail the items of service, expense, thing furnished, or
contract upon which payment is sought, as well as the date the goods/services were received.
If the invoice contains only merchandise numbers, or similar information, and does not
contain details of what was purchased, then there must be a notation on the claim as to what
- goods/services itemfitems were purchased.

7. Credit card receipts may be used for payment or reimbursement of expenses if the receipt
contains all of the detailed information included on the usual customer receipt/invoice for -
that type of purchase. The detailed original receipt/invoice will be required if these criteria
cannot be met, Specific examples of acceptable credit card receipts would be the type a
customer receives at Menard’s, Target, Wal-Mart, K-Mart, etc., which includes a fairly
detailed description of each item purchased.

8. If the claimant submits a “generic invoice” (i.e., no typeset letterhead, no company name and
address), the invoice must be signed and dated, in ink, by the claimant.

. 9. When an invoice has been altered and the alteration increases the amount the state will s
paying, the change must be signed and dated by the vendor.

10. Transfers to state agencics do not require original invoices. The item purchased may be
stated on the payment voucher in place of an invoice.

11. Transfers to the state that reflect the proceeds from lottery operations may be documented
with a memo from a supervisor in the accounting section to the person prepating the
transfer.




Iowa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 204.400 1ofl July-1,2003 September
29, 2011
Subject '
General Provisions--Miscellaneous

1. Submission of claims and approval. All claims shall be printed from a computer £E,
typewritten, or handwritten in ink.

2. Travel claims. All travel claims submitted shall state the actual expense incurred {even if
thoush the expense may exceeds maximum limitations) by the claimant, and shall not include
expenses for the purchase of miscellancous items that are not needed in the performance of
official duties. All travel payments shall contain the employee’s vendor number seeial
security-pumberof the-employee or (ot with-the-approval of the-CFO) other individual
identification with prior written approval of the CFO. All travel payments must also include
the employee’s signature and original receipts._See Procedures 204.150(3), 204.200(4) and
210.102.

3. Property claims and real estate claims. Claims for personal property sold, the acquisition of
real estate, or services rendered to the state must have the original invoices or other
documentation attached whenever possible. '

4. Forms for travel claims. All emplbyee travel claims are to be on a travel payment (TP) or on
a form approved in writing by the CFO._See Procedure 204.250.




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 210.205 1of4 Juby-1,-2609 August 15,
- 2011
Subject
Travel—In-State—Subsistence Allowance .

I. The phrase “Subsistence Allowance” used herein includes all charges (including applicable
taxes) for meals and lodging (single rate only).

2. Officers and employees shall be allowed lodging and meal expense when required to travel
outside their official domiciles and/or outside of their places of residence when different from
their official domiciles. Reimbuyrsement shall be within the following limits:

a. Lodging. The allowance for lodging shall not exceed a maximum of $55.00 (plus
applicable taxes) per day, or the maximum amount allowed by the Iowa Department of
Administrative Services, if higher. Any additional charges made by a lodging facility for
work related services such as internet, radios, television, telephone, and other similar
items are reimbursable and are not to be considered as part of the basic room charge
when considering reasonable maximum lodging rates as outlined herein. The "reasonable
maximum lodging" rate applies to the entire state.

(1} ORIGINAI RECEIPTS for lodging must be submitted in order to receive

reimbursement. Lodging receipts consist of the itemized billing obtained from the
hotel/motel or any overnight lodging facility and contain such information as the
dates, room number, number of guests, name of facility, name of guest, location and
additional pertinent information which may be used to verify other sections of the
expense voucher claim. A lodging facility "statement” is not the same as invoice and
is not acceptable. Cash register tapes are not acceptable, either, as they do not
contain the required information. Express/Rapid Check out receipts must also be
itemized. The receipt may not necessarily show a zero balance, but must show the
method of payment used (e.g., MC/AM/Visa, cash, etc.).

(2) Expense for lodging begins on the day the employee checks into the facility,

(3) Employees are to seek lodging facilities whose rates are within those prescribed

above. Prior approval by the ILA’s CEO, CFO, or Executive Vice President is
required to exceed the maximum lodging reimbursement rate EXCEPT in the
following instances:

(a) There is only one lodging facility in the city.
(b) The employee is attending an in-state conference held at a lodging facility that

has room charges above the maximum rate listed in 2(a) above, and the
employce stays at the facility where the conference is being held.




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit : 210.205 2of4 Fuly-1-2009 August 15,
2011
Subject
Travel—In-State—Subsistence Allowance

(¢) The employee is staying in a locale where there is a major event that limits
available rooms in that city (i.e. state or county fairs, state tournaments,
festivals, etc.).

In these three instances, to be considered for reimbursement over the defined
maximum allowed, a reasonable explanation for the additional lodging
reimbursement must be attached to the claim.

All other requests for lodging reimbursement above the defined maximum must have
the prior approval of the ILA’s CEO, CFO, or Executive Vice President. When
seeking overnight lodging be sure to request the “state,” “government,” or
“commercial” rate, as many facilities offer discounted rates that an TLA employee
can and should obtain, If a special rate is not shown on a claim and the reason for
this is not noted, the claim must be reduced to the appropriate discount rate that
would have been charged if requested by the employee. However, if a facility's
discounted rate is in excess of the IL.A’s reasonable rate, this is not sufficient
justification to satisfy complete payment of the claim.

(4) When employees room together, the cost of the room should be split between the
employees equally. If only one receipt is provided, the original receipt should be
attached to one employee’s TP, copies of the receipt should be attached to the other
employees’ TPs, and the payments must be adequately cross-referenced and
submitted together, If separate receipts are issued, no cross-referencing is necessary.

(5) When an employee works at one location for a week or more, the weekly or monthly
rate of the facility should be reported.

b. Meals. Actual expenses up to a maximum of $28.00 per day, or the maximum amount
allowed by the Department of Administrative Services, if higher, may be reimbursed for
meals, as outlined below. See procedure 280.201 for an explanation of when to include
time left and time returned on the TP.

Maximum Reimbursable Meal Rates:
(2) Breakfast $35.00 '
(b) Lunch 8.00
(¢} Dinner 15.00
TOTAL $28.00
Maximum Reimbursable Conference Meal Rates*:
(a) Breakfast $7.00
(b) Lunch 10.00
(¢) Dinner 18.00




Iowa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date :
Pre-Audit 210.205 Jof4- July-5-2009 August 15,
011
Subject
Travel—In-State—Subsistence Allowance

TOTAL 35.00
. *Reimbursable Conference Rate is limited to meals actually furnished by the conference.

(1) Those traveling on ILA busmess who are 1equned to depart pnor to 6:00 a.m, with an

overnight stay may be
reimbursed actual expenses up to the allowable maximum per day for three meals.

(2) Those traveling on ILA business who are required to depart after before 6:00 a.m. but
and-retarn prior to lunch, with an overnight stay, may be reimbursed actual expenses
up to the allowable maximum per day for Junch and dinner breakfast.

(3) Those traveling on ILA busmess who are 1equned to depalt aftei lunch w1th an

- may

overnight stay
be reimbursed actual expenses up to the allowable maximum per day for d111ne1

| (47) The actual amount spent for the meal(s) is to be reported on the employee's TP for
reimbursement, even though the amount allowed will be the lesser of the actual or
the maximum.

|' (58) When reporting more than one daily meal the actual expense can be distributed
between those meals, and the amount allowed will be the lesser of the actual or the
maximum applicable to the combined cost of the meals.

(69) Receipts for meals are required per Executive Order #13 31gned May 26, 2009. See
Procedure 210.102 for more details.

| (740) ILA employees who work at the state fair and are domiciled in Polk County may




Iowa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit - 210.205 4 0f4 Juby152009 August 15,
2011
Subject
Travel—In-State—Subsistence Allowance

receive meal reimbursement. Meal reimbursement will be limited to lunch for
employees working the first shift and dinner for employees working the second shift.
Both meals are limited to a per diem rate equal to the sum of the lunch and dinner
per diem rates divided by 2 rounded to the nearest whole dollar. The meals are
taxable income to employees domiciled in Polk County.

(841) Alcoholic beverages are NOT an allowable use of ILA monies.

(912) Charges for room service are an allowable reimbursable expense as long as the total
of the meals, including the room service charge, is within the maximum allowable
limits.

(1013) When a meal is not purchased by the employee (i.e., if it is part of a registration
fee, purchased by another individual, etc.) this should be noted on the TP, When this
occurs, the maximum for the day becomes the allowable total of the other meals
actually purchased by the employee on that particular day (see procedure 280.201
for an example). Employees shall not pay for meals of other employees. See
procedure 210.110.

(1144) Tips are allowable for no more than 15% of the food bill and also up to the
maximum allowed for reimbursement.

EXAMPLE: Employee is eligible only for lunch reimbursement. The cost of the
meal is $7.73 and the employee leaves a $1.15 tip. Maximum allowed is $8.00 the
current allowable rate for reimbursement for lunch.

(1235) Meals included on lodging receipts must be compared to the travel payment and
employees must submit the itemized receipt. (A hotel bill which includes meals
charged to the room is not acceptable documentation for meal expenses.)




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 210.305 1 of5 Fuly-1,2009 August 15,
2011
Subject
Travel—OQut-of-State—Subsistence Allowance

1. The phrase “Subsistence Allowance” used herein shall be construed to include all charges
(including applicable taxes) for meals and lodging (single rates only).

2. Officers, employees, and board members and any others traveling on behalf of the ILA shall
be allowed lodging and meal expense when required to travel outside the state with the
appropriate approvals. They are reimbursed within the following guidelines:

a. Lodging. Lodging is not limited outside the state (see procedure 210.330 for exceptions),

but the incurred expenditures are to be reasonable and within the amount of the travel
approved on the Travel Department Authorization (TDA) document by-the JbA-Board-or

the- CEO;-as-appropriate.

(1) ORIGINAL RECEIPTS for lodging must accompany the claim in order to receive
reimbursement. A credit card slip is not allowable as an original lodging receipt.
The lodging receipt must be itemized and contain such information as the date(s) of
the stay, room number, number of occupants, name of lodging facility, name of
guest, location of lodging facility, charge per night, and additional pertinent
information which may be used to verify other sections of the travel payment.
Express/Rapid check out receipts must also be itemized. The receipt may not
necessarily show a zero balance, but must show the method of payment used (e.g.
MC/AM/Visa, cash, etc.).

(2) Reimbursement for lodging expense is limited to the night preceding, the nights
during, and the night of the ending date of the convention or meeting.

(3) When employees room together, the cost of the room should be split between the
employees equally. If only one receipt is provided, the original receipt should be
attached to one travel payment, copies of the receipt should be attached to the other
employees’ travel payments, and the claims must be adequately cross-referenced and
submitted together. If separate receipts are issued, no cross-referencing is necessary.

(4) When an employee works at one location for a week or more, the weekly or monthly
rate of the facility should be reported.
(5) When seeking overnight lodging, employees must request “state,” “government,”
“commercial,” or “conference” rates as many facilities offer discounted rates, which
an ILA employee can and should obtain. Through the Corporate Rate Hotel
Directory, the ILA is eligible for discounts at lodging facilities around the world.
The directory includes rates, maps of cities and other pertinent information.




Towa Lotfery Authority—Financial Management

Section ‘ ~ Procedure No. Page No. Effective Date
Pre-Audit 210.305 20f5 July 12009 August 15,
. 2011 '
Subject
Travel—Qut-of-State—Subsistence Allowance

b. Meals. The ILA has established reasonable maximum meal reimbursements. The
reimbursement rate will increase automatically to a higher rate if the Department of
Administrative Services raises its rates for state employecs. The allowance for meals
shall be actual expenses, not to exceed the following limitations. These limitations
parallel the federal government's four-level structure. The limitations are detailed into
four (4) levels. See procedure 210,306 for a listing of cities that corresponds to each
level. :

Level 1 Level 2 Level 3 Level 4

Breakfast $7.00 $7.00 $8.00 $9.00
Lunch $8.00 $9.00 $10.00 $11.00
Dinner $16.00 $21.00 $25.00 $30.00
$31.00 $37.00 $43.00 $50.00

(1) Reimbursement for meals is limited to lunch and dinner the day preceding and

breakfast and lunch the day after the meeting. If the employee departs from the
official domicile before 6:00 a.m. the day of the meeting, the employee is eligible to
be reimbursed for breakfast. A notation to this effect must be included on the travel
payment, If there is no notation on the travel payment, reimbursement for breakfast
will not be allowed (see procedure 280.201 for an example). If returning on the
same day as the last day of the meeting, and arrival back at the official domicile is

after 7:00 & p.m., reimbursement for dinner is allowable. A notation to this effect

must be included on the travel payment. If there is no notation on the travel
payment, reimbursement for dinner will not be allowed (see procedure 280.201 for -
an example).

(2) The actual-amount spent for the meal(s) must be reported on the employee's travel

payment for reimbursement, even though the amount allowed will be the lesser of
actual or the maximum. ‘ '

(3) Employees are not eligible for reimbursement of a meal if the meal is provided by an

outside source (i.e., meals provided in the conference registration, or purchased by
other outside sources, etc.). However, employees are eligible for a meal
reimbursement even if the meal was provided on the airplane as part of the cost of
the airfare.

When the employee is not eligible for a meal, this must be noted on the travel
payment. When this occurs, the maximum for the day becomes the allowable total
of the other meals for which the employee is eligible on that particular day. (See




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 210.305 30f5 Fuly 12009 August 15,
: 2011
| Subject
Travel—Qut-of-State—Subsistence Allowance

procedure 280.201 for an example.)

{4) When the employee is eligible for more than one daily nieai, the actual expense can

©)

be distributed between those eligible meals, and the amount allowed will be the
lesser of actual or maximum applicable to the combined cost of the eligible meals. If
a meal is provided by an outside source, the employee is not eligible for that meal
and the maximum reimbursable amount is the combined total of only the eligible
meals.

EXAMPLE: An employee is attending a two-day conference in Miami, FL,
(Level 4). The first day, lunch and dinner are provided as part of the registration
fee. The employee is eligible for reimbursement for breakfast only. Therefore
he/she is eligible for the lesser of the actual cost of breakfast or the maximum
allowed (89.00 in this case). o

If an allowable meal is part of the conference, but is not included in the registration
fee, the actual amount of the meal should be listed on the travel payment. To
determine if reimbursement for the meal is allowable, see Procedure 210.315(4).
See Procedures 240.150 or 240.171. Documentation that supports this meal must be
attached to the travel payment. As in (3) above, the meal is then deducted from the
allowable reimbursable total of the other meals claimed.

EXAMPLE: Employee attends a conference in Kansas City, MO (Level 3). Cost
of an allowable lunch, which is not included in the registration fee is $11.50
($1.50 more than the maximum allowed). The employee should list the $11.50 on
the travel payment for lunch that day.

Documentation supporting the $11.50 lunch must be included with the travel
payment. In addition to reimbursement for his meal, the employee is also eligible
for reimbursement of the lesser of actual or $33.00 (the maximum allowed for
reimbursement for a level 3 city breakfast and dinner), provided the employee
was eligible to receive reimbursement for 3 meals that day.

(6) A tip of no more than 15% per meal is allowable, and is allowable only up to the

maximum allowed for reimbursement.

EXAMPLE #1: Employee is eligible for dinner while attending a conference in
Toledo, OH (Level 2). The actual cost of dinner was $18.57. The employee left a
15% tip which amounted to $2.79. The employee may claim reimbursement of
$21.00, which is the lesser of the maximum allowed ($21) and the actual spent,




Iowa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date
Pre-Audit 210.305 4 of 5 Fuly-1-2009 August 15,
011
Subject
Travel—Qut-of-State—Subsistence Aliowance

including tip ($21.36).

EXAMPLE #2: Employee is eligible for lunch while performing her normal job
duties in Baltimore, MD (Level 4). The actual cost of the lunch was $4.67. The
employee left a 15% tip which amounted to $.70. The employee may claim
reimbursement of $5.37, which is the lesser of the maximum allowed ($11.00)
and the actual spent, including tip ($5.37).

(7) Charges for room service are an allowable reimbursable expense as long as the total
of meals, including the room service charge, is within the maximum allowable
lirits,

(8) Alcoholic beverages are NOT an allowable use of ILA monies.
(9) Meals included on lodging receipts will be compared to the travel payment.
(10) When traveling out-of-state and but there is no overnight lodging, the meals are

taxable and therefore are not eligible for reimbursement will-be-coded-to-ebjeet

code 2119 on-the-travel-payment (see procedure 210.109 for the definition of travel
status),

(11) Exceptions to the above limitations may be requested in writing. Requests should
be directed to the CEO.

(12) Receipts for meals are required per Executive Order #13 signed May 26, 2009. See
Procedure 210.102 for more details.

3. Reimbursement for lodging and meals preceding and following a meeting, as outlined above,

generally are adequate for going to or returning from any point in the continental United
States. However, when scheduling problems necessitate additional meals or lodging away

from the domicile, these exceptions must be noted on the claim.

4. In certain instances, it is less expensive to leave earlier or return later than what would be
required to attend the conference, meeting, etc. In these situations, reimbursement of
expenses is allowable up to the lesser of the actual or the cost to the I1LA had the employee
left when necessary to attend to attend the conference, meeting, etc. A cost comparison must

accompany the travel claim that is submitted for reimbursement.

5. When traveling within 50 miles of the border of Iowa, in-state subsistence rates apply. See
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procedure 210.330 for additional information.
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1. Travel outside the state of Towa All requests for out-of-state travel require completion of
an Out-of State Tlavel Authonzaﬁon { OTA) Request f01m Aﬁeﬁéaﬁee—&t—emeﬂﬁeﬁs—e}

required for all out-of-state t1avel including but not limited to: (a) employees traveling out-of-
state for normal iob duties, (b) employees not seeking reimbursement from the State, and (c)
emplovees who receive reimbursement from the State and the State is reimbursed for part or
all expenses by a third party. ferthe-above mentioned reasens.

2. Once the OTA form is completed and submitted, a Travel Department Authorization (TDA)
document is created. The TDA must be approved by the CEO.

g o1l 4o determ -mal ortoutinetob-duties-inchde 1 ) Limited
o

o How b L the dutvis-perforted. and how essential the dutsis.

3. Employees must take advantage of the most economical advanced booking fare offered by the
respective airlines or other transportation providers. If the most economical fare is not
utilized there must be an explanation on the travel payment voucher or out-of-state travel
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advance form.

. Registration fees are to include ONLY the pro-rated costs of conducting the conference or
seminar, not costs connected with entertainment. Group lunches and/or dinners included in
registration fees are acceptable because the charge for these expenses will not be recorded
elsewhere on the travel claim. For more information on registration fees, see procedure
210.320.

. Expenses for out-of-state travel should be estimated as accurately as possible. Approved out-
of-state travel claims will be pre-audited to assure final expenditures are reasonable and
proper and in accordance with established travel procedures.

. Any deviations over 10% (generally, in total) from the approved TDA document eut-of-state
awe]—aﬂheﬁﬂby must be apmoved by the CEQ via a modified TDA communicatedto-the oA

wﬁhm—th&ﬂm&ﬁ%%&pmm%&ﬁquest—t The-CEO or a designee is granted the authority to
approve up to twenty-four (24) six conference trips per year within Noith America guarter-not

to-exceed-$2,500-pertripincluding registration fees. The ILA Board shall be informed of the
ir 1ps ually at%heﬂe*t—be&rd—meetﬁ&g Lﬁthes&hmﬁa&e&s—ne%a&exeee&edm

a. Employee Vendor #: 1/3 vendor code of the traveler. Names—Self explanatory

b' SBE!‘BI SEEHI‘I.H‘ P "ﬂ‘]bei': ge f %’:’plﬂﬂﬂ%@]'i‘

be. Title: Enter-the Ceurrent job title of the traveler.
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. 66 - : kil

ce. Agency #: Enterthe ILA’s agency number used in the state’s accounting system
(“627”)_._

df. Division: Self explanatory.

e. Number of previous trips this budget fiscal year: number of previous trips
taken from July 1 fo June 30.

f. List of additional staff attending same meeting/conference: first and last name
of other staff attending the same meeting or conference or going on the same {rip.

g. Departure From City and state of departure. }n—ﬁ&est—ea-ses-éej}&&u}efs—ﬁem—the

j- Return Date: Self explanatory. H-thereturning date-is-two-or more-days-afterthe

k. Mode of Travel: EntertThe mode of transportation. funusual-eirenmstances-or

ehreumstancesshould be-noted on the Request.

I. Name of Conference/Meeting Attending: Self explanatory.




Towa Lottery Authority—Financial Management

Section Procedure No. Page No. Effective Date

Pre-Audit 210315 : ) 4 0f8 July 152063 June 20
2011 (revised 9/29/11)

Subject
Travel-—Out-of-State—Travel Authority

m. Start Date: EntertThe start date of the conference/meeting,

n. End Date: EnterTthe eénding date of the conference/meeting. In-the eventan

1y
-

SArLa T
.

0. Reason for Travel: Selfexplanatory (a) Normal job duties; (b) Meeting; (c)
Training: (d) Conference/Seminar; (e} Staff Development; (f) Required by Federal;

or {g) Other

n. Explanation: Reason why the travel is needed.

a. Travel Type: Qut of State or International,

rp. Estimated Costs:

a)} Level of City (see DAS procedure 210,305}
b} Personal Vehicle

¢) Rental Vehicle

d) Airfare

¢) Train

£y Meals

) Lodging: #Nights @ $
h) Registration

i) _Cab

i} Luggage

k) Parking

) Shuttle

m) Other

n) Total

Breakdown of funds
a) State %

b} Federal %

¢) _Other %

Accounting
a) Fund
b} Unit
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c)

Sub Obiect

d) _Activity
¢) Task

f)

Task Order

g) Dept
h) Sub Unit

1)

Dept Object

)

Sub Activity

k

Sub Task

a3l) Program

A “Travel Itinerary” will be prepared to document additional information

concerning the out-of-state travel. These additional items will include but not

be limited to:

1)

Departure From: In most cases, departure is from the work domicile or the

2)

emplovee’s residence. The out-of-state trip does not begin in the last city or
town visited before leaving the state, but rather from the point within the state
where the trip commenced. [f, for example, an employee with an official
domicile of Spencer travels to Keokuk, stays overnight and continues on info
Missouti, the departure is from Spencer and not Keokuk. The costs of the out-
of-state trip begin in Spencer and not the subsequent day when the employee
leaves the state of lowa.

Departure Date: If this dav is two or more days before the beginning date of

3)

the meeting, note and explain the departure.

Return Date; 11 this day is two or more davs after the end of the meeting,

4)

note and exnlain the return,

Mode of Travel: IT unusual circumstances or additional clarification is

5)

needed, explain the reason on the travel itinerary. For example, if a private
auto or ILA vehicle is used for the benefit of the ILA, note this fact. Privale
auto in lieu of the coach class air fare rate or any other unusual circumstances

" should be explained.

End Date: In the event an employee’s period of absence from the state

exceeds the time allowed for the conference or meeting plus an additional day
of fravel, note this on the iravel itinerary.
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6) Mileage Reimbursement: The cost of mileage reimbursement cannot exceed
the airfare rate.

71 Other: Any additional cosis such as taxis, shuttle charges, etc. will be
included on the travel itinerary. ILA employees should take the airport shuttle
when available instead of a taxi. This policy is not intended to be a
prohibition against taxis but rather to limit the expendifures to that of the

shuttle service. It is possible to share taxis with others to defray this cost.
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1. Employees who incur meal expenses within the state while leaving or returning from out-of-
state travel will not be subject to the in-state meal limitations. These expenses should be
coded to out-of-state travel.

2. Employees who travel within a fifty-mile distance beyond the state border shall be subject to
in state expense limitations, unless prior approval is received from the CEO, CFO, or
Executive Vice President. These expenses should be coded to out-of-state travel.

3. Anapproved Travel Department Authorization (TDA) document number is required as noted
in Procedyre 210.313,

4. Refer to procedure 210,205 and 210.305 for more details.




IOWA LOTTERY

Five-Year Business Plan

Overview:

Although the current product lines of the lowa Lottery are maturing in their business cycles, the lottery
has continued to produce historic revenue and proceeds in recent years. The new paradigm will be
“modernization through diversification, sustained engagement, and multi-platform marketing.”

Our Current Products:

¢ Pull-tabs: $18 million in sales per year. A product that is in the mature stage of its business
cycle. Sales are declining by $1 million each year due to competition from bar “gray” machines.

s Scratch tickets: $159 million in sales per year. Peaking in its business cycle due to the need for
farger payouts. Our most stable product. Must be refreshed and updated regularly.

¢ Lotto: $94 million in sales per year. The most profitable but least predictable product. The
business model for this product has the greatest potential growth, but sales have leveled off in
recent years.

Current ILOT business discussions points:.
s 75% of lowa lottery sales come from one retail category — convenience stores and gas stations —
and 40% of our retailers are controlled by 4 corporations.
¢ The top 20% of our retail base sells 51% of our product.
The bottom 50% of retailers sells 14% of our product.
* Casino expansion, increased limits for grey machines and high fuel prices have the biggest
potential negative impact for ILOT. '

ILOT Current Priorities:
+ Maximize proceeds for lowa, while contributing to the growth, innovation and economic
development of the state.
Keep the highest level of integrity and social responsibility.
Provide a product for lowans which continues to be “in demand.”
Operate the authority using the best business practices while encouraging professional growth in
employess.

Priorities for the next 5 years:

Modernizing the lottery through:
o Diversification of the retailer base.
Maximizing efficient ticket delivery to retailers.
improved communications and merchandise payouts to players through our VIP Club.
Updating the pull-tab product for universal validation.
Implementation of new lotto products for adding new retailers.
Evaluation and implementation of electronic delivery to maintain current proceeds levels while
staying updated with current consumer purchasing trends.
Follow scratch-ticket business model by adding lotto games at new price points.
» Find cooperative ventures with other state entities to further utilize our statewide gaming system.
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IOWA LOTTERY

FY 2013

Overview: |
We anticipate that ILOT will head into FY 2013 with positive results from another successful year.
To have continued growth, we must keep our current products “fresh,” test new products, ensure
high security and be more aggressive in finding ways to work with other lowa entities for
cooperative ventures.

ILOT business goals:
» Through diversification of the lottery’s retailer base, reduce from 75% to 70% the
percentage of ticket sales that come from the gas station/c-store retailer category.
e More evenly spread lottery sales across the entire available spectrum of retail locations
through increased efficiencies of a new courier delivery system.
¢ Continue to vet and test new game ideas to bring additional entertainment options to
lottery players and position lowa as a leader in innovation.

- Goals, Opportunities and Priorities:
Maximize proceeds with minimum social impact through:
» Updated games in our existing portfolio.
» Encouraging the consortium of U.S. lotteries to add another game to the lotto portfolio.
» Increased emphasis of our sales staff on maximizing distribution and point-of-sale
materials.
¢ Replacement of Lottery vending machines.
e Continued growth in employee morale and succession planning.
¢ Begin evaluating use of our system for possible things like application and delivery of
hunting licenses, fishing licenses, voting, state payments, efc.

Results and Future Planning:

ILOT has budgeted a 3% increase in sales and a 2% increase in state proceeds for FY 2013.
Additional and “updated” products will help us reach this goal. We anticipate that smart
phone/Internet gaming will be available in many states, so we’'ll continue to keep abreast of the
latest details to provide the management knowledge and operational base for lowa’s discussion.
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