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WEST VIRGINIA ADMINISTRATIVE RULES:, LS 1L s an
WEST VIRGINIA LOTTERY b iy BHNCES

TITLE: State Lottery Rules and Regulations
Section 175-1 General -

1.1 Scope and Purpose

The purpose of these rules i1s to provide for the organization
and structure of the operatlon of the West Virginia Lottery, provide for
licensing of agents £or sale and dispensing of lottery tickets and
materials and lottery games, and the operation of computer terminals

therefor.

1.2 Authority

These rules are promulgated under the authority of W. Va. Code
Chapter 29, Article 22, Sections 5, 9(b), 10, 17.

1.3 Effective Date ’

These rules will become effective on ; 1S .
1.4 These rules were filed in the Offlce of Secretary of State on
; 19___ . i )

1.5 _These rules are certified authentic by the Director of the
West Virginia Lottery as of the date f£iled.




2.0 Definitions

For the purposes of these regulations, the follewing words and
phrases shall have the meaning ascribed to them in this section unless thes
centext of the regulations shall clearly indicate otherwise, cor unless
irnconsistent with the manifest intention ¢f the State Lottery Commission.

2.1 "Act® or MState Act"™ means the State Lottery Act, West
Virginia Code Section 29-22~-1 et seq.

2.2 "Agency" means the State Lottery, its Director and the
State Leottery Commission and its Commissioners which operate and administer
the West Virginia state Lottery, pursvant to authority granted under the
Act. : . o :

2.3 "Bank" means and includes all commercial banks, mutual
savings banks, savings and loan assoclations, credit unions, trust
companies, and any cother type cor form of banking institution organized
under the autherity of the State of West Virginlia or the United States of
America whose principal place of business i1s within the State of West
Virginia and is designated to perform such functions, activities, oz
service in connection with the operations of the Lottery for the deposit
and handling of Lottery Funds, the accecunting therecf and the safekeeping
of records. -

2.4 "Cexrtified Drawing"™ A drawing about which the lottery
and an independent certified public accountant attest that the drawing
eqguipment functioned properly and that a random selection of a winning
combination occured.

2.5 "Commission" or "State Lottery Commission' means the
state lottery commission created by the State Lottery Act, W. Va. Code
Section 29-22-1 et seq.

2.6 "Depository" means any person, including a bank or state
agency, performing activities or services in connection with the operation
of the Lottery f£for the depeosit and handling of Lottery funds, the
accounting thereof, and the safekeeping of tickets.

2.7 PMDirector"™ means the individual appointed by the Governocr
to provide management and administration necessary to direct the Lottery
cffice or any other person to whom the Director's authority is lawfully
delegated.

2.8 "Prawing" The procedure determined by the Director by
which the lottery selects the winning combination in acccordance with the
rules cf the game.

2.8 "TEmployvee of the Agency" means a person who is an

employee of the agency and the commission unless the context clearly
indicates otherwise.




2.10 IMGame" means any individual or particular type of lottery
authorized by the agency.

2.11 MInstant Game" A game Iin which a ticket is purchased and
upen removal of a latex covering cn the Eront of the ticket, the ticket :
bearer determines his or her winnings, if any, which are payable upon
presentation to the Lottery for payment.

2.12 MInstant-Ticket"™ The ticket purchased for participation
in an instant game.

2.13 MLotferv Game" means the public gaming system or games
established and operated by the Lottery ocffice.

2.14 MLottery Retailer" or "Retailer" means any person
licensed by the Commission to sell and dispense instant tickets and
materials or lottery games, not to include operation of electrcnic computer
terminals in such sales.and dispensing, unless otherwise authorized.

2.15 MLottezy Sales Agent" or "Sales Agent" or "On-Line-Agent"
means any person licensed by the Commission to sell and dispense lottery
tickets, materials, and to operate eslectronic terminals, and lottery games
in such sales and dispensing.

2.16 MLotterv Ticket" or "tickets" means tickets or other
tangible evidence of participation used in lottery games or gaming systems.

2.17 MC0n-line Game" A lottery game in which a player pays a
fee to a lottery agent and selects a combination cf digits, numbers, oz
symbols, type and amount of play, and drawing date, and receives a
computer-generated ticket with those selections printed on it. The lottery
will conduct a drawing to determine the winning combination{(s) in
accordance with the rules ¢f the specific game being played. Each ticket
bearer whose valid ticket includes a winning combination shall ke entitled
to a prize if a claim is submitted within the specified time period.

2.18 Mon-line Tickef" A computer-generated ticket issued by
an on-line agent to a player as a receipt £or the combination a player has
selected. That ticket shall be the only acceptable evidence of the
combination of digits, numbers, and/or symbols selected. On-line tickets
may be purchased only from on-line agents.

2.19 "Person'" means human beling, association, corporation,
club, trust, estate, scociety, governmental entity, company, Jjecint stock
company, recelilver, trustee, assignee, referee, and anyone acting in a
fiducliary or representative capacity, whether appointed by a court or _ .
ctherwise, and any combination of human beings.

2.20 M"Play Numbers" The numbers or symbecls appearing in the
designated areas as under the removable covering on the front of the
Lticket.




2.21 Mprize' means any award, financial cr otherwise, awarded
by the Commission.

2.22 "Provisional License" means a license issued by the
commission which temporarily authcorizes a person to act as a Lottery
retailer or Lottery sales agent pending processing of the annual license or
renewal. .

2.23 MRegional Qffice™” means one of the offices established
statewide to provide services and assistance to lottery prize winners,
retailers and sales agents.

2.24 MRetail Terminal" The electronic computer terminal
through which an on-line agent enters the combination selected by a player
and by which on-line tickets are generated and claims are validated.

2.25 M"Ticket Bearer" The person who has signed the ticket or
has possession of the unsigned ticket.

2.26 "Ticket Number" The pre-printed number found ¢n the back
of each ticket which identifies that particular ticket as one of & series
of tickets. ‘

2.27 MTicket Stock Number" The printed number or numbers
appearing on the back of each ticket.

2.28 . "yatidation™ The process of determining whether an
on-line ticket presented for payment is a winning ticket.

2.29 M"validation Number" The multi-digit number found on the
face of the ticket. There must be a validation number on each ticket.

2.30 M"YWinning Combination"™ One or more digits, numbers, or
symbols randomly selected by the lottery in a drawing which has been
certified.

3.0 Financial Administration

3.1 Regional Dajly Deposit Accounts: The DPirectcr shall
establish and maintain accounts in each region to accept daily deposits

from Lottery sales or on-line agents and lottery retailers.

2.1.1 The Director shall make the selection of regionail
depository banks in accordance with applicable law.

3.1.2 BRach account established under this section shall be
swept by electronic funds transfer ("wire transfer") to an account of the
Treasurer of State.




3.1.3 The Director shall issue special instructions to "sweep"
daily any funds in Reglional Dally Deposit accounts established herein.

3.1.4 The Director may authorize a float by deposit banks, not
to exceed five days duraticn, as necessary, to permit the banks and agency
to determine and adjust any checks returned because of insufficient funds
or other irregularities or deficiencies in deposits.

3.2 State Lottery Funéd Accgunt, The Director shall cause to
be established a State Lottery Fund Account, which shall be an account of

the State Treasury.

3.2.1 -Such account shall be established in accordance with
applicable provisions of state law, and any applicable regulations of the
Treasurer. of State. . . -

3.2.2 In establishing the State Lottery Fund Account, there
shall be established the following sub-accounts:

3.2.2.1 Qperations Sub-Account - This sub-account shall
constitute approxlmately £ifteen (15%) percent of lottery revenue, except
that in the event that the balance of this account i1s egual to or greater
than $250,000, any excess over that amount shall remit directly to the
General Revenue Transfer Sub-Account herein-described.

3.2.2.2 (General Revenue Transfer Sub-3Accounf - This
sub~account shall constitute no less than thirty-four percent (34%)} cof
gross revenue during any year of operation in the first three years; and
shall constitute no less than forty percent (40%) of gross revenue in any
succeeding vear.

3.2.2.3 Lottery Prize Trust Sub-Account - This sub-account
shall constitute approximately forty-£five percent (45%) of gross revenue.
The calculation of the forty-five percent (45%) shall be made for each
instant or on-line game based on the design parameters for that game set
out in specific game rules and recognizing that approximately 24 percent
(24%) of this amount is automatically paid to low-tier winners in the
instant game prize structure.

{a) This sub-account is subject to draw down from Lottery
Prize Accounkt and Lottery Jackpot Prize Trust Account.

{p) PFunds remaining 180 days from drawing on Grand Prize Event
or 180 days from game end upon which no valid claim has been made shall
revert back to Lottery Prize Trust Sub-Account.

3.2.2.4 Lottery Jackpot Prize Trust Sub-Account - This

interest-bearing trust account will permit accumulations of the Jackpot
prizes won in drawings and events and permit the disbursement by the
lottery of annual payments of prizes on an annuity basis from accrued
interest or, in the alternative, permit the purchase from trust funds of
annuities from commercial firms for payment of prizes due to the winners.
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3.3 §State Lottery Prize Account The Director shall cause tb
be established a State Lottery Prize account, which shall permit the
immediate payment by check of winners of Lottery Prizes.

3.3.1 The Lottery Prize Account shall be a zero-balance
demand-deposit account established by the Directocr in accordance with
applicable law and regulations cf the Treasurer of State, funded daily by
transfers f£rom the Lottery Prize Account in an amount egual toc preceeding
day demands.

3.3.2 Access to the account for purposes of drawlng checks
shall be limited to those persons expressly authorized by the Directoz to
operate secure checkwriting machines and who are provided security keys and
computer keys for their-oeperation incident to their ocfficial duties.

3.3.3 Checks: All checks issued £rom the Lottery Prize
Account shall prominently display the logo of the West Virginia Lottery.

3.3.4 Checks 1n payment of prizes drawn upon the Lottery Prize
Account may be issued under the signature of the Director or the authorized
facsimile thereof. -

3.3.5 Nc check from a regiocnal office shall be issued for an
amount greater than $5,000; each check form-issued from a regional office
shall bear the legend "NOT VALID FOR AMOUNTS GREATER THAN FIVE THOUSAND
DOLLARS",

3.3.6 The Director may also cause checks to be issued from the
Lottery Prize Acount to Lottery sales agents and Lottery retallers to
fulfill obligations of a bonus-incentive plan.

3.3.7 The agency shall settle accounts no less freguently than
waekly, or upon terms which the Director and the State Auditor shall agree
in writing.

3.3.8 The Director may make payments from Lottery Fund Account
to sales agents and retallers for purposes of _refund or credit for unsold
tickets, other ticket sales adjustments or instant game account
adjustments.

4.0 Licensing

The Commission shall license as Lottery sales agents and as
retailers those persons who will, in the judgment of the Commissiocn, meet
the statutory requirements for licensing, promote the sale of lottery
tickets and materials, promote the best interest of the Lottery and of the
State, and achieve the goals of the statute.

4.0.1 Any person intezested 1in obtaining a license as a

lottery retailer or lottery sales or on-line agent must first file an
applicaticn with the Director on a form supplied for that purpose by the
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Director. The application form shall be designed to solicit sufficient
relevant information from an applicant to permit the Director to make the
determinations regquired by the Lottery Act and these rules for issuance of
a license by the Commissicon.

4.0.2 License of a sales or on-line agent or lottery retailerx
in any capacity 1s a privilege personal to that person and 1s noct a legal
right. Such license is revocable by the Director or by a sales or on-line
agent or lottery retailer by surrender of the License to the Dlrector.

4.1 Eligibilityv for licensing.

Aﬁy person may submit an application for licensing as a
lottery agent or retailer, except:

4,1.,1 No person may submit an application who will engage in
business solely as a lottery sales or on-line agent or lottery retailer.

4.1.2 No person under the age of twenty—-one (21} may submit an
application for licensing as a lottery sales agent or lottery retaller.

4,.1.3 No person may submit an application who 1s a member of
the Commission or an employee of the agency, or who is the spouse, child,
brother, sister or parent, by bloed or marriage, residing as a member of
the same househeld or in the principal place of abode of a member of the
Commission or employee of the agency.

4.1.4 No person may submit an application who is a wvendor of
Lottery tickets or material or data processing services, or, which is owned
by, controlled by, or affiliated with a vendor of lottery tickets or
materials or data processing services.

4.1.5 No foreign corporation may submit an application unless
it is currently registered to do business within the State of West
Virginia.

4.2 Dis ification rounds of refusal of a license The
Commission shall refuse to grant a license to any applicant who has been
convicted of any violation cof W. Va. Code Section 29-22-1, et seg. or of
any felony or any crime related to theft or gambling or invelving morxal o
turpitude; or any person whe is subject to an exceptlion to subsection 4.1
of these rules.

4,3.1 Issuance of Licenses - Upon recelpt, review and
investigation of applications and applicant background, the Commission may
issue annual licenses for sales of lottery tickets in accordance with these
rules. The Commission shall license only such persons or entities which,
in its opinion, will best serve the public interest and public trust in the
Lottery and promote the sale of lottery tickets. Prior to issuing any
license, the Commission shall consider the following factors:




4,3.1.1 The moral character and reputation of the applicant.

4.3.1.2 The financial responsibility and securlty of the
applicant and hils business or activity.

4.2.1.3 The accessibility of the public to the licensed
premises proposed by applicant.

4.3.1.4 The number and suff1c1ency of existing licenses to
serve the public interest.

4.3.1.5 The volume cf applicant's expected lottery ticket
sales. - ’ o -

gl

4.3.1.6 The security and efficient operation of the lottery.

4.3.1.7 Whether the applicant is ineligible under any
provisions of the Lottery Actkt.

4,.3.1.8 Whether the applicant has received or will heold,
either as principal, entity, subsidiary agent, or subcontractor more than
twenty-five percent (25%) of licenses to act as lottery sales agent in any
one county or municipality, or more than five percent (5%} of such licenses
issued statewide, unless eligible for consideration for an exception undecz
the Act. T

4.3.1.9 Whether the applicant has provided false or misleading
information or has misrepresented 1nformatlon regarding gqualifications or
fitness for licensure.

4.3.1.10 Whether the applicant, is a West Virginia corporation
or is currently licensed to do business within the State of West Virginia.

4.4 Revocation; Grounds for Removal or Suspension of License

or Non-REenewal of License.

4.4.1 The Commission may, for any reason outlined in Section
4.0 of these rules, or its subsections, or for other cause shown revoke,
suspend, or decline to renew a license of a lottery sales agent or lottery
retailer., : :

4.4.2 1If at any time after issuvance of a license, 1t 1s
determined by the Director that a sales or on-line agent or lottery
retailer would no longer meet the standards for the issuance of a license
provided in these rules, he may immediately suspend such license, which
suspension shall remain in effect until the reason for suspenslion has
abated, or he may ask the Commission to revoke such license.

4,4.3 1If the sales or on-line agent or lottery retailer £fails
to observe and comply with the procedures and the rules of the Commission
or with the provisions of the Lottery Act, or orders or instructions of the
Director, the Commission may suspend or revoke the license cof such person.
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4.4.4 Additional grounds for suspension or revocation of
license.

4.4,4,1 Non-compliance with Lottery Act, Rules or Regulations,
The Director may suspend or recommend to the Commission that it revoke the
license of a sales or on-line agent or lottery retailer who dces not comply
with the Lottery Act and all rules, conditions, regulations, standards and
other adopted, promulgated or issued thereunder by the Commissicn or the
Director. : - -

4.4.4.2 Viclation of Prohibiticns. The Commission may suspend
or revoke the license of any sales or on-line agent or lottery retailer who
violates one of the prohibitions set out below.

— =

4.4.4.2.1 A sales or on-line agent or lottery retaller shall
not sell a ticket at a price greater than or less than that stated by the
Commission. No ticket may be sold on a credit basis by an agent or
retailer.

4.4.4.2.2 A sales or on-line agent or lottery retailer shall
not sell a ticket at a location or premises different than that shown on
the license certificate. |

4,4,4.2.3 A sales or on-line agent or lottery retailer shall
not permit any other person to sell tickets consigned te him; provided
that a sales or on-line agent or lottery retailer may sell tickets through
his employees. o

4,4,.4,2.4 No sales or on-line agent or lottery retailer shall
sell a ticket to any person under eighteen (18) years of age.

4.4.4.2.5 No sales or on-line agent or lottery retailler,
directly or indirectly, on behalf of himself, or another, nor any
organization, shall invite, sclicit, demand, or offer or accept any
payment, contribution, favor, or other consideration to influence the
award, renewal or retention of a license.

4.4.4.2.6 A ticket shall not be purchased with food stamps oz
coupons and the sales or on-line agent or lottery retailer shall not accept
as consideratlion for a ticket food or food stamps or coupons.

4.4.4.2 Grounds relating to the honest and efficient conduct
of the Lottery. The Directocr may suspend cor recommend to the Commission to
revoke a sales or on-line agent's or lottery retailer's license for any of
the following:

4.4.4.3.1 The sales or on-line agent or lottery retaller has
made a fraudulent misrepresentation in connection with his application for
a license, in any eof his reports, or to any person in connection with a
lottery transaction;




4.4.4.3.2 The sales or on-line agent or lottery retailer has
failed to maintain the sales levels set for him by the Director; -

. 4.4.4.3.3 The sales or on-line agent or lottery rstailex has -
begun to engage in the sale of lottery tickets as his sole business,
occupation or activity;

4.4,4,3.4 The sales or on-line agent or lottery retaller has
failed to take adeguate security precautions for the safe handling of
tickets; lottery materials or ticket sales proceeds due from the sales or
on-line agent's or lottery retallers ticket sales;

4,4,4.3.5 The sales or on-line agent or lottery retailer has
failed to regularly, promptly and accurately settle the accounts of his
lottery ¥ransactions and pay the amounts due from the sales or gn-line .
agent's or lottery retailer's ticket sales;

4.4.4.3.6 The sales or on-line agent or lottery retailer has
failed to notify of any change in ownership;

4,4.4.3.7 The sales or on-line agent or locttery retailer has
fFailed to open his books or records for reasonable inspection by the
Lottery Commission or Director;

4,4.4.3.8 The sales or on-line agent or lottery retaller has
failed to display his license or reguired advertising and display material;
and ; _

4.4.4.3.9 The sales or on-line agent or lottery retailer has
failed to make a report of a violation of these rules or a conviction of
any felony oxr crime related to theft or gambling or involving moral
turpitude. At any time during the term of this Agreement, 1f a lottery
retailer or a lottery retaller's employee or a lottery sales or on-line
agent or sales oxr on-line agent's employee is convicted of a felony or a
gambling related offense, the lottery retailer or sales or on-line agent or
licensee shall within 14 days, notify the Director, in writing, of the.
conviction and the cffense. For purposes of this section, a sales or
on-line "agent" or lottery "retailer" includes any natural person or in the
case of other persons, as defined in subsections 2.14 and 2.15 infra any
person who holds ownership or a controlling interest in such an entity.

4.5.0 Transfers of licenses: Licensed Premises

4.5.1 Licenses nontransferrable. Each license will authorize
a specified perscn to sell tickets at a specified location. No license may
be transferred to another person. If the control of a sales or on-line
agent or lottery retailer changes hands, the sales or on-line agent or )
lottery retailer may not sell any more tickets until he has submitted a new
license applicaticn and the Director has issued a new license.

4.5.2 <Change of sales or on-line agent or lottery retallex
location. If a sales or on-line agent or lottery retailer changes the
location of his place of business, he shall not sell tickets at the new
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locaticn until the Director has authorized the transfer of a sales ox
on-lline agent's or lottery retzller's license to the sales or on-line
agent's or lottery retailer's new location after he has considered all
information concerning the sales or on-line agent's or lottery retailer's
new location in the manner which would be required were the sales or
on-line agent or lottery retaliler making an initisl application for &
license at that locaticn.

4.6.0 License term and renewal, Fees

4.6.1 Provisional Licenses. Pending a £inal resclution of any
guestion arising in respect of a licensing decision, the Director may issue
a license subject to such terms and conditions as he may deem appropriate.
Any provisional license—shall expire on the expiration date shown on its
face which in any case shall not be more than one year from the date such
license is issued.

4.6.2 Annual License. Every holder of a license other than a
provisional license shall renew such license annually at least ten days
before the anniversary date of the initial granting of the iicense.

4.6.3 Tempcrary License. For specific events and activities
or undezr special condltions and for limited duration the Director may issue
tec organizations or other persons a temporary license for the duration of
the event or conditions with such special terms as the Director may deem
desirable.

4.6.4 License Fees _

4.6.4.1 Upon initial application for licensing as a Lottery
retaller, the applicant shall pay to the Commission a non~transferrable
noen-refundable license fee of $25.00 dollars.

4.6.4.2 Upon initlal application for licensing as a lottery
sales agent, the applicant shall submit a fee of $500.00 dollars,
refundable only under certain terms to be set out in the Lottery contract
for on~-line sales agents.

4.6.4.3 Upon application for renewal of licensing as a lottery
retaller or sales .or on-line agent, and for all licenses expiring Jan. 1,
1987 or later, the lottery retallezr shall submit an annual fee of $25.00
dollars; and the lottery sales or on-iine agents, an annual fee of $500.00
dollars. -

4.7 Bonds

4.7.1 Each lottery sales agent shall obtain for each licensed
terminal on premises a Financial Guarantee Bond in the minimum amount of
$16,000.00 or for an additicnal amount in excess of $10,000.00 to be
determined by the Director, based upon volume of sales by the agent. Such
bond shall be obtalined on an annual continuing basis, and surety shall
furnish a letter or certificate of continuation each renewal year,
immediately upon renewal or continuaticn. Regquired bond for years
following the first year of licensing will be based upon the average sales
by the licensed terminal.
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4.7.2 The Director shall reguire a bond in an amount Tu be
determined adeguate to safeguard the State's Interest 1In tickets to be solid
by a licensed lottery retailexr, If in his discretion such bond appears
likely to be needed to secure such interest.

4.8 Contract

The Director shall enter into a contract with each lottery
retailer and lottery sales agent. Such contract will set out the duties,
responsibilities, and obligations obtaining to the parties thereto,
such contract to continue in effect during the period which the retailer or
agent complies with applicable statutes, rules and regulations, fee
reguirement, and any other duties or reguirements under the terms of the
contract . . . ——

5.0 ° Games

The Commission authorizes the implementation c¢f instant lottery
games and on-line games which meet the criteria _generally set forth herein.

5.1 The Director is hereby authorized to select, operate and
contract to and for the operation of instant games which meet the criteria
generally set forth herein.

o

5.2.1 Instant Game Criteria. The price of an instant game
ticket shall not be less than $1.00 and not more than $5.00.

5.2.2 Winners of an instant game are determined by the
matching or specified alignment of the play numbers, digits znd symbols on
the tickets. .The ticket bearer must notify the lottery of the win and '
submit the winning ticket to the lottery as specified by the Director. The
winning ticket must be validated by the lottery through use oI the
validation number and any cther means as specifled by the Director.

5.2.3 The instant game shall be designed te pay out prizes in
amounts on a numerical frequency to be determined by the Director.

5.2.4 The duration of ticket sales for an instant game shall
be determined by the Director. The start date and closing date of the
instant game shall be publicly announced.

5.2.5 .The frequency of drawing and method of selecticon of a
winner in any instant game shall be determined by the Director in specific
game rules.

5.2.6 At the Director's discretion, an instant game may
include {(a) grand prize drawing or drawings. The general criteria for the
grand prize drawing shall be as follows. '

(a) Finalists for a grand prize drawing shall be selected in
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an elimination drawing(s) from redeemed tickets or in a manner meeting the
criteria stated in specified game rules as determined by the Director.
Participation in the elimination drawing(s} shall be limited te such
tickets which are actually received and validated by the Director on or
before a date to be anncunced by the Director. The Director may reserve
the right to place any semi-finalist whose entry was not entered in the
elimination drawing(s} and who is subsequently determined toc have been
entitled to such entry intec elimination drawing cf a subseguent instant
game, and the determination of the Director shall be £inal.

(b} The number of prizes and the amount of each prize 1in the
grand prize drawing{(s) shall be determined by the Director fto correspond
with the size and length of the instant game and to comply with 5.2.5
above., s

{cy The dates and times as well as the procedures for
conducting the elimination drawing and grand prize drawing shall be
determined by the Director.

5.2.7 Procedures for claiming instant prizes are as follows:

(ay To claim an instant game prize of $25.00 or less, the
claimant shall preéesent the winning ticket to the lottery retaller or sales
cr on-line agent from whom the ticket was purchased ozr mail the signed
ticket to the Director. The lottery retailer or sales or on-line agent
shall verify the claim and, if applicable, make payment of the amount due
the c¢laimant. In the event the lottery retailer or sales or on-line agent
cannot verify the claim, the claimant shall f£ill out a claim form, as
provided by the Director, which shall be cbtalined from any lettery retailer
or sales or on-line agent and present or mail the completed form, togetherz
with the disputed ticket to the Director. 1If the claim is validated by the
Director, a check shall be forwarded to the claimant in payment of the
amount due. In the event that the claim is not wvalidated by the Director,
the claim shall be denied and the claimant shall be promptly notified.

(b} To claim an instant prize of more than $25.00 the clalmant
shall complete a ¢laim form, as provided by the Director, which is obtained
from any lottery retailer oz sales or on-line agent or the Director and
mail or present the completed form together with the winning ticket to the
Director. Upen validation by the Pirector, a check shall be forwarded to
the claimant in payment of the amount due, less any applicable federal
income tax withholding. In the event that the claim is not validated by
the Director, the claim shall be denied and the claimant shall be notified
within five days of the determination.

{c} Any ticket not passing all the validation checks specified
by the Director is invalid and ineligible for any prize and shall not be
paid. However, the Director may, solely at his option, replace an invalid
ticket with an unplayed ticket (or tickets of equivalent sales price from
any other current game). In the event a defective ticket 1s purchased, the
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only responsibility or llability of the Director shall be the replacement
0f the defective ticket with another unplayed ticket (or tickets of
eguivalent sale price from any other current game}.

5.3 Confidentiality of Tickets. No sales or on-line agent or _
lottery retailer or its employees or agents shall attempt to ascertaln the
numbers or symbols appearing in the designated areas under the removable
latex coverings or otherwise attempt to ildentify winning tickets by any
means.

5.4 Notification to Commission. The Directer shall provide

commission members with copies of specific game rules. The Chairman or a
guorum of the Commission may ask for review of the instant game rules at
the next scheduled meeting of the Commission following recelpt of dratt
rules, and shall adopt or refer rules to Lottery staff for revision at that

meeting. .

5.5.1 gofficial Znd cof Game. The Director shall announce the
official end of each instant game. A player may submit a low-tier winning
ticket to the licensed agent from whom the ticket was purchased or the
lottery and a high-tier winning ticket to the lottery for prize payment up
to one hundred and eighty days after the official end of game. In order to
participate in a Grand Prize Drawing a player must redeem a tickef which
gualifies for entry into that Grand Prize Drawing within the time limits
set forth by the Director governing the conduct of that specific game.

5.5.2 A lottery retailer or sales or on-line asgent may
continue to sell tickets for each instant game after the officlal end of
that game up to thirty days thereafter.

5.5.3 A sales or on~liine zagent or lottery retaller must return
to the Lottery full or partial packs of unsold lottery tickets for each
game within thirty days of the official end cof that game in order to
receive credit -from the lottery as provided for in the lottery sales or
on-line agent or lottery retailer contract. The Lottery has no obligation
to grant credit for tickets returned mcre than thirty days after the
official end cf that game.

5.6.1 Ticket Validaticn Reguirements. To be a wvalid West
Virginia Lottery instant game ticket, a ticket must meet all of the
following validation requirements:

{2} The ticket must have been issued by the Director in an
authorized manner.

{b) The ticket shall not be altered, mutilated, unreadable,
reconstructed, or tampered with in any manner.

{c} The ticket must not be counterfeit in whole or in part.
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{d) The ticket must not be stolen nor appear in any list of
omitted tickets on file with the lottery.

{e) The ticket must be complete and not blank or partially
blank, miscut, misregistered, defective, or printed or produced in error.

(£) The ticket must have exactly one play symbol and exactily
one caption under each of the rub-off spots, exactly one pack-ticket
number, exactly one agent verification code, and exactly cne validation
number. They must be present in their entirety, legible, right-side up,
and not reversed in any manner.

(gy The validation number of an apparent winning ticket shall
appear on the lottery's—official list of validation numbers cf winning
tickets; and a ticket with that validation number shall not have been
previously paid.

{h) The ticket must pass all additional confidential
validation regquirements established by the Director.

5.6.2 Any ticket not passing all the wvalidation requirements
in subsection 1 of this section and the specific validation reguirements
contained in the rules for its specific game is invalid and ineligible £or
any prize. . -

5.6.3 The Director may replace any inwvalld ticket with an
unplayed ticket of equlivalent sales price from any current instant game.
In the event a defective ticket is purchased, the only responsibility oz
liability of the lottery shall be the replacement of the defective ticket
with an unplayed ticket of eguivalent sales price from any current instant
game, or issue a refund of the sales price. However, if the ticket is
partially mutilated or if the ticket is not intact but it still can be
validated by other wvalidatiocon tests, the Director may pay the prize for
that ticket in his discreticn.

5.7 0On-line Games Authorized-Director's Authority. The

Director is auvthorized to select and cperate on-line games which meet the
criteria generally set forth herein.

5.8.1. QOn-line Games Criteria. The base price of an on-line
ticket shail not be less..than $.50.

5,8.2 The manner and fregquency of drawings may vary with the
type of on-line game.

5.8.3 The times, locations, and drawing procedures shall be
determined by the Director. '

5.8.4 A ticket bearer entitled to a prize shall submit the
winning ticket as specified by the Director. The winning ticket must be
validated by the lottery or an on-line agent through use of the validaticn
number and any other means as specified by the Director.
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5.8.5 Procedures feor claiming on-line prizes are as follaws:

5,.8.5%.1 To claim an on-line game prize cf $600.00 or less
within thirty days of the drawing the claimant shall present the winning
on-line ticket to any Lottery sales agent or to the lottery.

(a) If the claim is presented to a lottery sales agent, the
agent shall validate the claim and, if determined to be a winning ticket,
make payment of the amount due the claimant. If the lottery sales agent
cannot validate the claim, the claimant may obtain and complete a claim
for, and submit it with the disputed ticket to the lottery by mail or in
person. Upon determination that the ticket is a winning ticket, the
lottery shall present or mail a check to the claimant in payment of the
amount due. If the.ticket is determined to be a nonwinning ticket, the
claim shall be denied and the claimant shall be promptly notified.
Nonwinning tickets will not be returned to the claimant.

(b) If the claim is presented to the lottery, the clalimant
shall complete & claim form, as provided by the Director, and submit it
with the winning ticket to the lottery by mail or in person. Upon
determination that the ticket is a winning ticket, the lottery shall
present or mail a check to the claimant in payment of the amont due, less
any Federal Income Tax reguired to be withheld under the Internal Revenue
Code. If the ticket is determined to be a nonwinning ticket, the claim
shall be denied and the claimant shall be promptly notified. Nonwinning
tickets will not be returned to the claimant.

5.8.5.2 To claim an on-line prize of more than $600.00, or any
prize more than thirty days after the date of the drawing, the claimant
shall obtain and complete a claim form, as provided by the Director, and
submit it with the winning tickeft to the lottery by mall or in person.
Upon determination that the ticket is a winning ticket, the lottery shall
present or mail a check to the claimant in payment of the amount due, less
Federal Income Tax required to be withheld under the Internal Revenue Code.
If the ticket is determined to be a nonwinning ticket, the claim shall be
denied and the claimant shall be promptly notified. WNenwinning tickets
will not be returned to the claimant.

5.9.1 Drawing and End of Sales Prior to Drawings. Drawings
shall be conducted in a location and at days and times designated by the
Director. Each on-line drawing script will contain the statement:

"Digits/numbers/symbols drawn are not official until validated and drawing
is certified." - o

5.9.2 The Director shall announce for each type of on-line
game the time for the end of sales prior to the drawings. Agents and
retail terminals will not process orders for on-line tickets for that
drawing after the time established by the Director.
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5.9.3 The Director shall designate the type of egulipment t¢ be
used, shall establish procedures to randomly select the winning
combinations for each type of on-line game, and shall reguire the presence
0of an independent accountant to witness all pre- and post-drawing tests,
and the drawing or winner selection.

5.9.4 The equipment used to determine the winning combination
shall not be electronically or otherwise connected to the central computer
or to any tapes, discs, files, etc., generated or produced by the central

computer. The eguipment shall be tested prior to and after each drawing to
assure proper operation and lack of tampering or fraud. Drawings shall neot
be certified until all validation checks are completed. No prizes shall be

paid until after the drawing is certified.

5.9.5 Allloﬁ—line drawings shall be broadcast live on
television provided the facilities for such broadcasts are available and
cperational.,

5.9.6 The Director shall establish procedures governing the
conduct of drawings for each type of on-line game. The procedures shall
include provislons for deviations which include but are not limited to:

{a) drawing equipment malfunction before validation of winning
combination: {b) wvideo and/cr audic malfunction during the drawing: (c)
fouled drawing; (d) delayed drawing; and -.(e) other equipment, facility
and/or personnel difficulties.

5.9.7 In the event a deviation occurs, the drawing will be
completed under lottery supervision. The drawing shall be videc taped for
later broadcast, if broadcast time is avallable. The drawing shall be
certified and the deviation documented on the certification form. The
winning combination will be provided to the media for dissemination To the
public.

5.9.8 If, during any live-broadcast drawing for a game, a
mechanical failure or operator error causes an interruption in the
selection of all digits, or symbols, a "foul" shall be called by the
Lottery Drawing Official. Any digit/number/symbol drawn prior to a "foul"
being called will stand and be deemed official after passing lottery
validation tests.

5.9.9 The Director shall delay payment of all prizes if any
evidence exists or there are grounds for suspicion that tampering or fraud
has occured. Payment shall be made after an investigation is completed and
the drawing certified. 1If the drawing is not certified, another drawing
will be conducted to determine the actual winner.

5.10.1 Validation Reguirements. To be a valid winning on-line
ticket, all of the following conditions must be met:
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(a) All printing on the ticket shall be present in lts
entirety, be legible, and correspond, us1ng the computer validation Ifile,
to the combination and date printed on the ticket. The ticket shall not be
valid unless the ticket number and other information is recorded in the
Lottery computezr and transaction master ;file.

(b) The ticket shall be inﬁact.

(c) The ticket shall not be altered, mutilated, unreadable,
reconstructed, or tampered with in any manner.

(d} The ticket shall not be counterfelt or an exact duplicate
of another winning ticket.

-

(e} The ticket must have been issued by an authorized licensed
agent in an authorized manner.

(£} The ticket must not hafe been stolen or cancelled.
(g} The ticket must not haﬁe been previously paid. -

(h) The ticket shall pass all other confidential security
checks of the lottery.

-

E
5.10.2 Any ticket failing any wvalidation regqulirements listed
in the preceding section is invalid and !ineligible for a prize subject to
the condition of 5.10.3 and 5.10.4 1n£:a. o .

£.10.3 The Director may reglace an invalid on~line ticket with
an on-line ticket for a future drawing of the same game. The Director may
pay the prize for a ticket that 1is partlally mutilated or is not intact if
the on-line ticket can still be valldated by the other wvalidation
reguirements, at his discretion.

5.10.4 1In the event a defective on-line ticket is purchased,
the only responsibility or liability of the lottery or the Lottery sales
agent shall be the replacement of the defectlve on-line ticket with ancther
on-line ticket for a future drawing of the same game.

5.11.1 Ppavment of Prizes By On-line Agents. (1) An on-line
agent shall pay to the ticket bearer on-line games prizes of $600.00 or
less for any validated claims presented ‘within thirty days of the drawing
to that Lottery sales agent. These prizes shall be paid during all normal
business hours of that agent, provided, the on-line system 1s operational
and claims can be validated.

5.11.2 A sales or on-line égent may pay prizes in cash or by
business check, certified check, or money order or a combination thereof.

A sales or con—-line agent that pays a prize with a check which is dishonored
may be subject to suspension or revocation of its license.
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.12 Pavment of Prizes - Gensral Provisions,.

5.12.1 ®ach lottery retailer or sales or on-line agent shall
pay all prizes authorized to he paid by the lottery retaliler or salies or - -
on-line agent by these rules during 1lts normal business hours at the
location designated on 1ts license.

5,.12.2 A claim shall be entered in the name of a3 single person
or legal entity. A claim may be entered in the name of an organization
cnly if the organization is a legal entity and possesses a federal
emplovyer's identification number (FEIN) as issued by the Internal Revenue
Service and such number is shown on the claim form. GCroups, family units,
organizations, clubs or other organizations which are not a legal entity,
or do not posses a federal employer's identification number, shailil
designate. one individual in whose name the claim is to be entered.

5.12.3 Unless otherwise provided in the rules for a specific
type of game, a claimant shall sign the back of the ticket and complete and

sign a claim form provided by the Director. The claimant shall submit the
claim form and claimant's ticket to the lottery in accordance with the
instructions as stated on the claim form and on the back of the ticket. In

the event o0f a difference or conflict in the name appearing on the ticket
and the claim form, the name which appears on the ticket shall control. The
claimant, by submitting the claim, agrees to the following previsions:

5.12.3.1 The discharge of the State, the Lottery
Commissioners, its officials, officers and employees of all further
liabillty upon payment of the prize: and

5.12.3.2 The authorization to use the ¢laimant's name and
photographs for publicity purpcses upon award of the prize.

5.12.4 A prize must be claimed within the time limits
prescribed by the commission in the instructions for the conduct of a
specific game, but in no case shall a prize be claimed later than 180 days
after the official end of that instant game or the on-line drawing for
which that on-line ticket was purchased.

5.12.5 The Director or Commission may deny awarding a prize to
a claimant if the ticket is stolen, unissued, mutilated, altered,
unreadable, counterfeit in whole or in part, miscut, misregistered,
defective, printed or produced in error, multiply printed, or blank or
partially-blank.

5.12.6 No person entitled to a prize may assign the right to
claim it, except:

5.12.6.1 That payment of a prize may be made to any
court-appolinted legal representative, including, but nct limited to,
guardians, executors, administrators, receivers, or other court-appointed
assignees: or
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5.12.8.,2 For the purpose of paying federal, state or local
tax; or toc satisfy executions, Judgments, or crders or other processes
legitimately obtalned from federal or state courts.

5.12.7 In the event that there is a dispute or it appears that
a dispute may occcur relative te any prize, the Commission or Director may
refrain from making payment of the prize pending a final determination by
the Commission or by a court or competent jurisdictlion relative to the
same . : :

5.12.8 A ticket that has been legally issued by a licensed
retaller 1s a bearer instrument until signed. The person who signs the
ticket is censidered the bearer of the ticket. Payment of any prize may be
made to the bearer, and--all liability cf the State, its officials,
officers, and employee anéd of the agency, commission, and employees of the
agency terminates upon payment.

5.12.8% All prizes shall be paid within a reasonable time after
the clalims are verified by the Director and a winner is determined. The
date of the first installment payment of each prize to be paild in
installment payments shall be the date the prize event is wvalidated and
certified. Subsequent installment payments shall be made annually from the
date of the event in accordance with the type of prize awarded.

5.12.10 The birector may, at any time, delay any payment in
order to review a change in clrcumstance relative to the prize awarded, the
payee, the claim, or any cother matter that may have come to the
Director's attention. All delayed payments shall he brought up to date
immedliately upon the Director's confirmation and continuwe to be paid on
each originally scheduled payment date thereafter. If any prize is payable
for the life of the claimant, only an individual may claim such prize and,
if ¢laiming on behalf of a group, a corperation, or the like, the life of
the claim shall not exceed twenty years.

5.12.11 The Director's decisions and Jjudgments in respect %o
the determination of a winning ticket or any dispute arising from the
payment or awarding of prizes shall be £final and binding upon all
participants in the lottery.

5.12.12 1In the event a dispute between the Director and the
claimant occurs as to whether the ticket is a winning ticket, and if the
ticket prize 1s not paid, the Director may, solely at the Director's
cpinion, replace the disputed ticket with an unplayed ticket or tickets of
eguivalent sales price from that game. This shall e the sole and
exclusive remedy of the claimant.

5.12.13 All prizes or portions thereof which remain unpaid at

the Lime of a prize winner's death shall be payable to prize winner's
estate. - _
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5.12.14° The Director may rely wholly on the presentment of
certified copies of a court's appointment of an administrator cr executor,
guardian, conservator or any other evidence of a person entitled to the
payment of any prize winnings then due.

5.12.15 The payment to the estate of the deceased owner of any
prize winnings by the Director shall absolve the Commission, Director and
employees of the agency of any further liability for payment of said prize
winnings. The Director need not look to pay the prize winnings beyond the
estate or appointed representative.

5.12.16 The Commission or. Director may petition any courf of
competent jurisdiction to reguest a determination of the payee for payment
of any prize winnings which are or may become due the estate of a deceased
winner or a winner under a disability because of, but not limited to,
mincrity, mental deficiency, or physical or mental incapacity.

£.0 Miscellaneous Rules

6.1 Licensing of Trademark.

The Commission has determined fto permit the use, display, and
promotion of the Lottery Logo, trademark, and other advertising materials
without charge to the user or compensatlon to the Commission for 1ts use.

6.1.1 Any use of the Lottery Logo or other trademarked or
copyright materials, other intellectual property, or copy in advertising or
production of consumer articles reguires a prior written regquest and
execution of the Leottery's License Agreement.

£.1.2 Any reguest for Licensing shall be made by submitting a
form provided by the Director. Such form shall regquire informatlon of
sufficient gquantity and detail to allow the determination of suitability
for licensing of the applicant by the Director.

6.1.2 Any regquest for authorization properly submitted shall
include a representative sample or samples of the materials for which
authority 1is sought.

6.1.4 After review of the reguest and representative sample,
the Director may issue a tentative authorization to proceed with production
of proofs or samples of the merchandise.

£§.1.5 The applicant may be reguired to submit the final proofs
or samples representative of actual production items to the Director for
his final appreoval before proceeding to produce such items for sale or
distribution.

6.1.6 Upon receipt of notice of final approval, or upon
execution of the license agreement by both parties, if no final approval is
reguired, the licensee may initiate production of goods or materials over
the specified duration of the Licensing agreement as set forth herein.
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§.1.7 The Director may, over the period of.the License
agreement, exercise supervision over the guality of the materials produced
under license, and may regulire as a conditlon teo continuation of the
license, changes in guality of the goods or material produced.

£.1.8 The Director and the Commission may at any time
terminate an agreement to license in the event that the licensee falls to

meet the requirement of the agreement, or in the event that the
continuation of the license is not considered to be in the best interest of

the Lottery or of the State of West Virginia.

P
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NOTICE OF ACTIONS TAKEN ZY LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

10 Ken Hechler, Secretary of State, State Register

N Oscar Wallace, Jr., Acting Director
Lottery Commission
312 MacCorkle Avenue, S.E. .
Charleston, WV 25314 '

FROM 5 Legislative Rule-Making Review Camnittee

PROPOSED RULE: State Lottery Rules and Regulations

Ihe Legislative Rule-Making Review Camuittee recammends that the West
Virginia Legislature:

1. Authorize the agency to pramulgate the Legislative Rule
(a) as originally filed
(b) as medified by the agency X

2. Authorize the agency to pranulgate part of the Iagialative
rule; a statement of reasons for such recammendation J.s
attached,

3+ Authorize the agency to pramulgate the legislative rule
with certain amendments; amendments and a’ statement of
reasons for such recamendation is attached.

4. Authorize the agency to pramulgate the Legislative rule
as mcdified with certain amendments; amendments and a
statement of reasons for such recammendation is attached.

5. Reconmnends that the rule be withdrawn; a statement of
reasons for such recamendation is attached.

Pursuant to Code 292A~3-11(¢), this notice has been filed in the State
Reqjister and with the agency proposing the rule,

ce: Marian Ray, Esq.
Office of the Attorney General




