




MINUTES 
 

ARKANSAS LOTTERY COMMISSION 
 

Monday, August 26, 2013 
10:00 a.m. 

124 West Capitol Avenue, Third Floor 
Little Rock, Arkansas 

 
Call to Order 
Chairman George Hammons called the meeting to order.  Commissioners Smokey Campbell, 
Ben Pickard, Dianne Lamberth, Raymond Frazier, Bruce Engstrom, Mark Scott, Doug Pierce and 
Julie Baldridge were also present.  Staff members present included Director Bishop Woosley, 
Jean Block, Matt Brown, Maria Craig, Patti Vick, Lance Huey, Jerry Fetzer, Robert Stebbins, Mike 
Smith, Jeremy Smith, Terry Williams, Valerie Basham, Angela Meredith, Mark Olsen, Anita 
Junior and Justin Rogers.  
 
Approval of Minutes 
The first order of business was the approval of the minutes of the meeting held on July 15, 
2013.  Commissioner Pickard made a motion to approve, Commissioner Engstrom seconded the 
motion, and the minutes were approved unanimously. 
 
Report from the Internal Auditor 
Internal Auditor Brown gave a status report on the FY 2013 Internal Audit Plan (in file).  One 
project remains, Financial Accounting & CAFR, which will continue into FY 2014 due to the 
timing of the CAFR compilation and finalization.  Mr. Brown gave a brief report on results of the 
Employee Travel Reimbursements Audit.  He made two Observations:  (1) travel costs incurred 
by the Director and reimbursable by MUSL were not reconciled.  On the Director’s October 
2012 trip to Miami, there was a discrepancy between costs incurred by the Director and the 
amount reimbursed by MUSL.  Internal Audit was able to reconcile and validate the amount 
received from MUSL by supporting documentation.  IA recommended that a person be 
designated to perform travel reconciliation.  ALC management responded that an individual has 
been designated to perform such reconciliation.  (2) Regarding MSR travel, there were 
instances of inadvertent transposition and omission of information in MSR mileage requests, 
resulting in lower reimbursement amounts that were due.  Internal Audit recommended that 
Management review current reimbursement procedures and that use of the “locked” 
reimbursement form be emphasized.  Management responded that no changes were 
warranted, but that use of the “locked” form has been emphasized.  Follow-up audits of both 
observations are required to consider the observations cleared.   
 
Report from the Director 
Director Woosley reported to the commissioners (report in file) that ticket sales for July 2013 
were down $720,000 from July 2012, but revenues were actually up.  As reflected in 
Comparative Income Statement, actual versus budget for July 2013, instant ticket sales were 
$2.2 Million less than budgeted, but again, monies transferred to ADHE were up a little.  
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Commissioner Scott asked why $747,115 in Unclaimed Prizes was included in the July ADHE 
transfer.  Director Woosley explained that unclaimed prizes are added to the totals for the 
month to show what the Lottery actually made for that period, but that by law, the transfer of 
those funds to net proceeds cannot occur until the end of the fiscal year.   
 
Director Woosley updated the Commission on the results of the Natural State Jackpot, an 
Arkansas-exclusive lotto-style game which was introduced in August 2012.  The projected 
annual sales had been $6 Million; sales as of July 31, 2013, were $7.7 Million, signifying a 
resounding success.  Commissioner Baldridge commended Director Woosley for initiating the 
game, and Director Woosley stated that although he had wanted a $1 lotto-style game, the 
success was due to the hard work of the ALC team, which was responsible for the development 
and promotion of the game.   
 
Presentation of Product, Marketing & Sales Plan 
Director Woosley, Marketing Director Joanne Bunten and Sales Director Robert Stebbins 
presented the Product, Marketing & Sales Plan for FY 2014 (report in file).   
 
Director Woosley gave a Product Development overview, along with recommendations for the 
upcoming year, including Instant Games, Terminal Generated Games, Player Rewards and 
Player Promotions.  He discussed the Arkansas Million Dollar Raffle, an existing ALC game that 
was revamped and which would be reintroduced in September 2013.  Sales for the Raffle end 
on December 31, 2013.  The number of tickets sold will be unlimited, unlike the previous raffle, 
which was limited to 500,000 tickets.  Another major change to the game includes the addition 
of three Early Bird drawings.  He also discussed changes in Mega Millions and Powerball.  The 
change to Mega Millions will occur in October 2013.  Odds in winning the jackpot will decrease, 
but the odds of winning smaller prizes will increase.    The change to Powerball will take effect 
January 24, 2014, the key change being the return to the popular Power Play multiplier option.   
 
Marketing Director Bunten discussed the Lottery’s advertising and marketing strategies for the 
year.  The strategies were based on market analysis and research, while modeling on states that 
have been successful at accomplishing similar goals.  Her plan consisted of topics such as 
budget overview, media flowcharts, creative development, media placement (including social 
media), event marketing and Arkansas Academic Challenge Scholarship & Beneficiary 
advertising.  Recommendations include heavy promotion of the Arkansas Million Dollar Raffle, 
advertising of jackpots when they reach levels that trigger sales, improving winner awareness 
through various strategies including paid advertising, social media, retailer signage, and public 
relations.  She stressed that the marketing plan throughout the fiscal year will remain fluid, 
allowing for adjustments based on market conditions, games, promotional launches, and the 
results of their initiatives.   
 
Sales Director Robert Stebbins discussed sales and retailer results for the previous fiscal year 
and offered recommendations for Fiscal Year 2014.  He discussed the consistency of the retailer 
network the past four years.  He stated that, although the numbers have remained fairly static, 
consideration must be given to the average annual attrition rate of 14% and, he further 
explained, the sales division is constantly recruiting new businesses to maintain and increase 
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the retailer network.  He said that the biggest increase in sales was in the northeast region of 
the state, with a net gain of 7%.  Based on population figures, retailers needed to be added to 
the northwest region in order to improve overall retailer per capita sales.   
 
Commissioner Pierce noted that one of the Lottery’s key accounts, Doublebee’s, was one of the 
top ten in ticket sales, and he asked if there was an explanation for the strength of those sales.  
Mr. Stebbins responded that Doublebee’s stores tend to carry a larger selection of tickets and 
they ask for the sale.    
 
Commissioner Pickard asked if the Lottery would have any more retailer rallies, which he felt 
were highly successful, and Mr. Stebbins agreed, adding that they were being planned for next 
year.   
 
Commissioner Scott asked why very few of the Marketing Sales Representatives (MSRs) met 
their FY 2013 sales goals and why there were no MSRs who met the FY 2013 retailer goals.  He 
asked if the Lottery was differentiating between those more successful MSRs in their merit and 
compensation, rewarding based on performance, and whether or not the goals were realistic, 
based on the low percentage of MSRs who achieved the set goals.  Mr. Stebbins stated that 
Arkansas Lottery MSRs cannot earn financial incentives, unlike lottery sales forces in other 
states.   Director Woosley added that the sales goals for the last fiscal year were based on sales 
projections which turned out to be a little high, and that the reason the majority of MSRs did 
not meet sales goal was because the Lottery did not meet its goal.  Commissioner Scott asked if 
there was anything the Lottery could do to offer incentives.  Commissioner Lamberth asked if 
Director Woosley could poll the other lotteries to see what they do for sales force incentives.  
She added that by Arkansas statute, MSRs could not be financially incentivized.  Commissioner 
Scott asked if this subject was something that could be further discussed in a personnel 
meeting and Commissioner Pickard concurred.   
 
Mr. Stebbins presented several goals and recommendations, including same store sales, 
development of a new retailer call schedule based on sales and future growth, refinement of 
new retailer acquisition, and the consideration of new sales tools to deploy in territories.   
 
Reports from ALC Committees 
Commissioner Scott reported that the Vendor committee had met at 9:30 a.m. for election of 
officers.  Commissioner Scott was elected Chair and Julie Baldridge was elected Vice Chair.  
Items discussed during the meeting included the expiration of vendor contracts in 2016 and the 
necessity to review/study contracts well ahead of time.   
 
Commissioner Pickard reported that the Personnel committee had met on July 15 to elect 
officers.  He was elected Chair and Commissioner Lamberth was elected Vice Chair.   
 
Commissioner Frazier reported that the Higher Education committee met on July 15 and 
officers were elected.  Commissioner Frazier was elected Chair and Mark Scott was elected Vice 
Chair.   
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Other Business 
Chairman Hammons stated that Commissioner Faris’s resignation from the commission left 
vacant the position of Vice Chair and that, following the Rules of Succession, Secretary-
Treasurer Campbell would move up to that office for the remainder of the term.  Chairman 
Hammons called for the election of Secretary-Treasurer.  Commissioner Pickard nominated 
Commissioner Baldridge, which was seconded by Commissioner Scott, and Commissioner 
Baldridge was elected Secretary-Treasurer by unanimous consent.   
 
Following discussion of recent media coverage, Commissioner Scott asked Director Woosley to 
please periodically forward state-wide media to the commissioners.   
 
Meeting Dates 
The next commission meeting was set for 10:00 on September 16, 2013.  There was discussion 
of the possibility of moving the commission meetings to the third Wednesday of each month, 
beginning in October.   
 
There being no further business, the meeting was adjourned. 
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Arkansas Lottery Commission
FY 2014 Internal Audit Plan

Status Report
September 16, 2013

Project 
Number1

Project 
Category

Project Description Status2 Comments Estimated 
Remaining Hours3

1 Audit Online Games & Gaming 
System Contract 
Compliance 

Compliance with Contract for Online Games & Gaming System 
(Intralot). 

Scheduled 150 

7 Audit Instant & Online Ticket 
Game Development

Controls and processes surrounding the development of 
instant and online ticket games. 

Scheduled 100 

8 Audit Points for Prizes & Play It 
Again 

Controls and procedures surrounding the Points for Prizes and 
Play It Again programs. 

Scheduled 240

9 Audit IT Gaming Operations Overall control environment surrounding the IT Gaming 
functions and operations, including controls and procedures 
surrounding multi-state games. 

Scheduled 160

13 Audit In-State Draw Security & 
Controls

Controls and procedures that ALC draws are secure and 
reliable. 

Scheduled 160

15 Audit Instant Ticket Warehouse 
Operations

Controls and procedures surrounding the operation of the 
instant ticket warehouse, including procedures performed by 
ALC security and SGI personnel. 

In Process Status Update:  Fieldwork ongoing; Internal Audit 
visited the warehouse facility the week of 
September 9, 2013.

235

17 Audit Security Investigations Controls and procedures involving the investigation process, 
including allegations of theft, retailer non-compliance, and 
reported cases of fraud. 

Scheduled 86

19 Audit Human Resources 
Processes (Hiring, 
Benefits, Terminations, 
etc.)

Controls and procedures surrounding hiring and termination of 
employees, benefits administration, and general human 
resources functions. 

Completed Status Update:  Report issued on September 4, 
2013.  See Page 5 for additional discussion.

-

23 Audit Claim Center Operations Controls and procedures surrounding product sales, claim 
validations, and prize payments. 

Scheduled 270

29 Audit Payroll & Leave Controls and procedures surrounding leave, including the 
authorization and approval of requested leave and related 
payments to employees, and the payroll function. 

Scheduled 130

30 Audit Federal & State Tax 
Withholding & Reporting 

Controls and procedures surrounding federal and state tax 
withholding, reporting to appropriate taxing authorities, and 
remittance of amounts owed. 

Scheduled 215

38 Audit IT General Controls General IT/Computer-related controls that apply to all system 
components, processes, and data.  ITGCs include logical and 
physical data center access, system development, change 
management, backup and recovery, and computer operation 
controls. 

Scheduled 160

39 Audit Disaster 
Recovery/Business 
Continuity

Controls and processes surrounding management response to 
any disruption or extended interruption of the Lottery's normal 
business operations and services. 

Substantially Complete Status Update:  Fieldwork complete; finalization 
of reporting remains open.

8 

40A Audit Transparency Reporting & 
Compliance

Controls and procedures surrounding required reporting of 
information and compliance with requirements under Act 303 
of 2011, that created the transparency.arkansas.gov website.

Scheduled 81
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Arkansas Lottery Commission
FY 2014 Internal Audit Plan

Status Report
September 16, 2013

Project 
Number1

Project 
Category

Project Description Status2 Comments Estimated 
Remaining Hours3

10F Audit 
Follow-Up

IT Gaming Quality 
Assurance Follow-Up 
Procedures

Follow-up procedures regarding observations from FY 2013 
audit.

Completed Status Update:  Report issued on August 28, 
2013.  No observations or recommendations 
reported.

-

14F Audit 
Follow-Up

Back Office System (BOS) 
Administration Follow-Up 
Procedures

Follow-up procedures regarding observations from FY 2013 
audit.

In Process Status Update:  Fieldwork began week of August 
12, 2013.

94

36F Audit 
Follow-Up

Accounting Close & 
Reporting Follow-Up 
Procedures

Follow-up procedures regarding observations from FY 2013 
audit.

In Process Status Update:  Fieldwork began week of 
September 2, 2013.

32

43 Consulting 
Project

Facilitation/Review of Risk 
Assessment required by 
DFA (Biennially)

Risk Assessment required by DFA. Scheduled 25

44 Consulting 
Project

Gaming System SSAE 16 
SOC1 Review (Annually)

Controls and procedures gaming system vendor (Intralot) has 
in place surrounding services provided to the ALC. 

Scheduled 32

45 Consulting 
Project

Financial Statements & 
CAFR Review (Annually)

Review of financial statements and related notes, 
management discussion and analysis, and other aspects of the 
CAFR. 

Scheduled 30

46 Consulting 
Project

Instant Ticket Vendor 
Security Review (Annually)

Coordinated security review of instant ticket vendor (Scientific 
Games) with outside firm. 

Scheduled Status Update:  Project involves outside 
consulting firm (Delehanty Consulting LLC); 
expected timing is mid-February to mid-March 
2014.  Internal Audit involvement will consist of 
providing certain deliverables to the firm and 
analysis of results.

24

47 Audit Instant Ticket 
Reconstructions (Annually)

Controls and procedures surrounding instant ticket 
reconstruction requests. 

Scheduled 90 

Notes
Total Estimated Hours to Complete FY 2014 
Plan 

2,322 

1Project Number based on number of all projects within the project universe.  See Page 6 for complete, numbered project universe.
2Definition of Project Status:  Open - Project has not yet been scheduled;  Scheduled  -  Project has been scheduled and is included in the Internal Audit master schedule.  Project timing subject to change based on a number of factors including business need, internal audit resources, etc.; 
Planning Stage - Project planning beyond scheduling has begun.  Actual fieldwork may be several weeks away and finalization of all phases of the project may be several months away; In Progress - Fieldwork is underway.  Project completion and finalization may still be several weeks away; 
Complete - Project is complete for the fiscal year unless otherwise noted (i.e. partially complete, substantially complete).

3Estimated hours to complete based on current knowledge of expected scope and complexity of the project.  Actual hours needed to complete a project are subject to change based on the overall complexity of the project (including the nature and volume of any audit findings), the timing of the 
project, the availability of Internal Audit resources, and the discretion of the Internal Auditor and/or Audit Committee.
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Arkansas Lottery Commission
FY 2013 Internal Audit Plan

Status Report
September 16, 2013

Project 
Number1

Project 
Category

Project Description Status2 Comments Estimated 
Remaining Hours3

36A Audit Financial Accounting & 
CAFR

Controls and procedures surrounding production of the 
external financial statements, related notes to the statements, 
and other items/schedules included in the CAFR.

In Progress Status Update:  Fieldwork began week of May 
20, 2013.  Aspects of fieldwork expected to 
continue through September / October, due to 
timing of CAFR compilation and finalization.

59

Notes

Total Estimated Hours to Complete FY 2013 
Plan 

59 

1Project Number based on number of all projects within the project universe.  See Page 6 for complete, numbered project universe.
2Definition of Project Status:  Open - Project has not yet been scheduled;  Scheduled  -  Project has been scheduled and is included in the Internal Audit master schedule.  Project timing subject to change based on a number of factors including business need, internal audit resources, etc.; 
Planning Stage - Project planning beyond scheduling has begun.  Actual fieldwork may be several weeks away and finalization of all phases of the project may be several months away; In Progress - Fieldwork is underway.  Project completion and finalization may still be several weeks away; 
Complete - Project is complete for the fiscal year unless otherwise noted (i.e. partially complete, substantially complete).
3Estimated hours to complete based on current knowledge of expected scope and complexity of the project.  Actual hours needed to complete a project are subject to change based on the overall complexity of the project (including the nature and volume of any audit findings), the timing of the 
project, the availability of Internal Audit resources, and the discretion of the Internal Auditor and/or Audit Committee.
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Arkansas Lottery Commission 
Human Resources Processes Audit 

FY 2014 
September 16, 2013 

 
 

General Information 
 

• Audit centered on controls and procedures relative to the hiring, termination, employee benefits, and performance evaluation processes.  
Additionally, monitoring of employees’ annual affirmation of understanding of and compliance with the ALC’s Code of Ethics and Mission, 
Vision, and Values (MVV) statement was tested as part of the audit. 

• Fieldwork included review of documents generated as early as FY 2012 through August 2013. 
 
Observation 
 

• Timeliness of all phases of employee performance evaluations, including annual affirmation of the Code of Ethics and MVV statement. 
 FY 2012 performance evaluations were tested, due to the timing of the audit and the FY 2013 performance evaluation process. 
 Completion deadlines were communicated to evaluating managers at the applicable intervals during the performance year. 
 While many performance evaluations were completed in a timely fashion, others were completed at various intervals during FY 2013, 

resulting in inconsistent timing of the process across the organization. 
 In order to ensure that clear goals and objectives are identified at the outset of the performance year and that formal feedback is 

provided to employees regarding their job performance in a timely fashion and consistent with their colleagues, IA recommended that 
Management establish a more stringent monitoring program relative to performance evaluations and the integrated affirmation 
process that includes clear deadlines for completion of each phase of the performance evaluation process, ongoing monitoring and 
reporting of progress to the Director, and meaningful follow-up (if necessary) related to past-due evaluations.  IA suggested possible 
completion deadline dates, based on the current design of the performance year and related evaluation processes. 

 Management has responded stating that a more stringent monitoring program will be adopted that will include communication of 
expected deadlines, active tracking of progress, and updates provided to the Director regarding progress to allow for follow-up, as 
necessary, related to completion of the components of the performance management process. 

 Follow-up audit procedures, when appropriate, are required in order for IA to consider the observation cleared. 
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Arkansas Lottery Commission
Internal Audit Project Universe for FY 2014 - 2016 Audit Plan

FY 12 13 14 15 16 FY 12 13 14 15 16
Treasury - Fetzer/Parrish

1 Online Games & Gaming System Contract Compliance X 23 Claim Center Operations X X X
2 Instant Ticket Lottery Game Services Contract Compliance X 24 Cash Receipts X
3 Banking Contract Compliance X 25 Retailer Sweeps/Commissions/Accts Receivable & Adjustments X X
4 Advertising Contract Compliance X 26 Cash Management X
5 Record Retention X
6 Legal Compliance & Monitoring X 27 Fixed Assets X

28 Accounts Payable/Purchasing/Expenditures X X
7 Instant & Online Ticket Game Development X 29 Payroll & Leave X
8 Points for Prizes & Play It Again X 30 Federal & State Tax Withholding & Reporting X
9 IT Gaming Operations X X 31 Unclaimed Prize Fund X

10 IT Gaming Quality Assurance X X 32 Education Trust Fund X X
11 Instant Ticket Quality X X X 33 Travel Reimbursements X X X

34 Revenue/Prize Payments/Reserves - Online Games X X
12 Lottery Facilities Security & Controls X 35 Revenue/Prize Payments - Instant Ticket Games X X
13 In-State Draw Security & Controls X 36 Accounting Close & Reporting X X
14 Back Office System (BOS) Administration X X 36A Financial Accounting & CAFR X X
15 Instant Ticket Warehouse Operations X X 37 Financial Planning/Budgeting X X
16 Licensing & Retailer Compliance X X
17 Security Investigations X 38 IT General Controls X

39 Disaster Recovery/Business Continuity X X
18 Background Checks X 40 IT Help Desk & Desktop Support X
19 Human Resource Processes (Hiring, Benefits, Terminations, etc.) X 40A Transparency Reporting & Compliance X X

20 Public & Legislative Relations X 41 Lottery Vehicles X
42 Building & Facility Maintenance X

21 Sales Force Reporting X
43 Facilitation/Review of Risk Assessment required by DFA (Biennially) X X X

22 Advertising & Marketing (excl Contract Compliance) X 44 Gaming System SSAE 16 SOC1 Review (Annually) X X X X X
45 Financial Statements & CAFR Review (Annually) X X X X X
46 Instant Ticket Vendor Security Review (Annually) X X X X
47 Instant Ticket Reconstructions (Annually) X X X

Marketing - Bunten

Information Technology - Fetzer/Gilmore/Smith

Internal Operations - Fetzer/TBD

Recurring Projects

Audit History / PlanProcess Owner /
Area

Process Owner /
Area

Audit History / Plan

Legal - Block

Gaming & Product Development - Smith

Financial Control - Fetzer/Williams

Security & Licensing - Huey

Human Resources - Basham

Commission & Legislative Affairs - TBD

Sales - Stebbins
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