LICENSING REGULATIONS
(11 VAC 5-31-10 et seq.)

11 VAC 5-31-10. Definitions.

A The words and terms, when used in any of the department's requlations,
shdl have the same meaning as defined in this chapter, unless the context dealy
indicates othewise.

B. Definitions:

“Licensg’ means the certificate issued by the depatment to a retailer who
has met the requirements established by the department to sdll lottery products.

"Lottery retaler," "lottery sdes retale” or "retale means a person
licensed by the director to sall and dispense lottery tickets, materials or lottery

games.

"Parson,” for purposes of licensng, means an individud, association,
partnership, corporation, club, trust, estate, society, company, receiver, trusee,
asdgnee, referee, or any other person acting in a fiduciary or representative
capecity, whether gppointed by a court or otherwise, and any combination of
individuds, a wdl as dl depatments commissons, agencies  and
ingrumentdities of the Commonwedth, induding its counties, cities, and towns.

11 VAC 5-31-20. Eligibility.

A. Any person who is 18 vears of age or older and who is bondable may
submit an application for licensure in accordance with the provisons and requirements of
the depatment’s licensng procedures, except no person may submit an application for
licensure

1. Who will be engaged primarily in the busness of sdling lottery
tickets,

2. Who is a board membaer, officer or employee of the State Lottery
Depatment or who resides in the same household as a board member, officer or
employee of the department; or

3. Who is a vendor to the depatment of lottery tickets, goods or
sarvices, working directly on a contract with the department, or whose business is
owned by, controlled by, or affiliated with that vendor.

B. The submisson of an application, forms or data for licensure does not in
any way entitle any person to receive alicense to act as alottery retaller.




11 VAC 5-31-30. Application procedure.

Any digible pason ddl firg file an application with the depatment by
completing dl information reqguesed on forms supplied for that purpose, dong with
submitting the required fees.

11 VAC 5-31-40. General standardsfor licensing.

A. The director or his desgnee may license those persons who, in his
opinion, will best sarve the public interest and convenience and public trust in the lottery
and promote the sde of lottery tickets. Before issuing or renewing a license, the director
may consder factorsincluding, but not limited to, the following:

1. Thefinancia responshility and security of the applicant.

2. The accesshility of his place of busness to the public.

3. The sufficiency of exiding lottery retalers to sarve the public
convenience.

4. The volume of expected lottery ticket sales.

5. The &hility to offer high levds of cusomer savice to lottery
players.

B. The director may devdop and, by director's order, publish additiond
criteria which, in his judgment, are necessary to sarve the public interest and public trust

in thelottery.

C. After notification of sdection as a lottery retaler, the retaler shdl file
required forms with the depatment.  The retaller must submit dl information required to
be consdered for licensing. Falure to submit requred forms and informaion within the
times specified by the depatment’'s licensng procedures may result in the loss of the
opportunity to become or remain alicensed retailer.

11 VAC 5-31-50. Bonding of lottery retailers.

A. A lottery retaler shdl have and maintan a surety bond in an amount
determined by the director from a surety company entitled to do businessin Virginia

B. The depatment may edablish a diding scde for  surety  bonding
requirements based on the average volume of lottery ticket sdes by a retaller to ensure
that the Commonwedth's interest in tickets to be sold by a licensed lottery retailer is
adequatdly safequarded.

11 VAC 5-31-60. Lottery bank accounts and dectronic funds transfer (EFT)




authorization.

A. A lottery retaler shdl have and maintan a separate bank account in a
bank participating in the Automatic Clearing House (ACH) sysem. This account shal be
svled “Virginia Lottery Trust” and shdl be used exdusvely for lottery busness.

B. The lottery account will be used by the retaler to make funds avalable to
permit withdrawas and depodts initiated by the department through the EFT process to
sdtle a retailer's account for funds owed by or due to the retaller from the sale of tickets
and the payment of prizes. All retalers shadl make payments to the depatment through
the EFT process in accordance with the department’s licensng policy, unless the director
designates another form of payment and settlement under terms and conditions he deems

appropriate.

C. The retaler shadl be responsble for payment of any fees or service charges
asesad by the bank for maintaining the required account.

D. The director will esablish a schedule for processng the EFT transactions
agangs retalers lottery trust accounts and issue indructions to retalers regarding the
settlement of accounts.

11 VAC 5-31-70. Licenseterm and periodic review.

A. A generd license for an approved lottery retailer shall be issued subject to
a peiodic determination of continued retaler digibility and the payment of any fees
fixed by the board.

B. The license fee shdl be collected in accordance with the requirements of
the department’ s licensing procedures.

C. The director may issue specia licenses to persons for pecific events and
activities in accordance with the requirements of the department’ s licensing procedures.

11 VAC 5-31-80. License fees.

A. The initid, amended and periodic fees shdl be determined annudly by the
board at its November meseting, or as soon thereafter as reasonably practicable, and shdll
be pad in accordance with the depatment’s licenang procedures.  The license fees,
where applicable, shal be paid for each location. These fees are nonrefundable.

B. The fees for dl temind tdecommunications inddlaion shdl be
determined by the director. All fees are subject to change based upon a cost review by the
d ment.




1. If the retaler has purchased a busness where a temind is
presently inddled or tdecommunication sarvice is avalable, the inddlation fee
shall be charged upon issuance of anew license.

2. Each retaler shdl be assessed a weekly tdecommunications line
charge determined by the director. This fee is subject to change based upon a
periodic cost review by the department.

11 VAC 5-31-90. Transfer of license prohibited; invalidation of license.

A. A license issued by the director authorizes a specified person to act as a
lottery retaler a a pecified location as set out in the license.  The license is not
tranderrable or assignable to any other person or location.

B. A license shdl become invdid under circumgances enumerated in the
department’ s licensing procedures.

11 VAC 5-31-100. Display of license.

Each licensed lottery retailer shdl conspicuoudy display his lottery license in an
areavisble to the generd public where lottery tickets are sold.

11 VAC 5-31-110. Reporting reguirements and settlement procedur es.

Before a retaler may begin lottery sdes, the director will issue to_him ingructions
and report forms that specify the procedures for (i) ordering tickets; (ii) paying for tickets
purchased; (iii) reporting receipts, transactions and disbursements pertaining to lottery
ticket sdles; and (iv) settling the retailer's account with the department.

11 VAC 5-31-120.  Training of retailersand their employees.

Each retaler or his designated representative or representatives and anyone that
operates an ontline termind_a the retaller’s location is required to participate in training.
The director may consder nonparticipation as grounds for suspending or revoking the
retaller'slicense.

11 VAC 5-31-130. Retailers conduct.

A. Each retaler shdl comply with dl applicable sate and federd laws and
regulations, as well as rules, policies and procedures of the department, license terms and
conditions, specific rules for dl applicable lottery games, directives and indructions
which may be issued by the director, and licenang and eguipment agreements and
contracts Signed by the retailer.

B. Retalers shall sdl lottery tickets at the price fixed by the board or, in the
case of specid lottery promotions only, as determined by the director.




C. All ticket sdles shdl be for cash, check, cashier's check, traveler's check,
money order, debit card or other cash eguivdent at the discretion of and in accordance
with the licensed retaler's policy for accepting payment by such means. A ticket shdl
not be purchased with credit cards, food stamps or food coupons.

D. Tickets shal be sold during dl norma business hours of the lottery retailer
and when the equipment is available unless the director approves otherwise.

E Tickets shdl be sold only at the location liged on each retailer's license
from the department.

F. Reaalers shdl not exchange ingtant ticket packs or tickets or on-line ticket
gock with one another, but may transfer instant ticket packs or tickets between or among
locations under the same ownership.

G. Retailers who sdll on-line games shal post winning numbers prominently.

H. No retaler or his employee or agent shdl try to determine the numbers or
symbols appearing under the removable latex or dectronicaly-produced coverings or
otherwise atempt to identify unsold winning tickets. However, this shdl not prevent the
remova of the covering over the vdidation code or vdidation number after the ticket is
sold.

l. Unsupervised retaller employees who sdl or otherwise vend lottery tickets
must be at least 18 years of age. Employees not yet 18 years of age, but who are at least
16 years of age, may sl or vend lottery tickets so long as they are supervised by a
person 18 years of age or older.

11 VAC 5-31-140. Deposit of lottery receipts; interest and penalty for late
payment; dishonored EFT transactions or checks.

A. Payments shdl be due from retales as specified by the director in
accordance with department policies.

B. Any realer who fals to meke payment when payment is due will be
contacted by the department and indructed to make immediate depodt. If the retaler is
not able to depost the necessary funds or if the item is returned to the department unpad
for a second time, the retailer's ontline license may be inactivated.  If inactivated, the
license will not be reactivated until payment is made by cashier's check, certified check
or EFT transaction, and if deemed a continuing credit risk by the department, not until an
informa conference is hed to determine if the licensee is able and willing to meet the
terms of his retaller contract.  Additiondly, interest may be charged on the moneys due
plus a pendty. The interest charge will be equd to the "Underpayment Rae' established
pursuant to § 6621(a)(2) of the Interna Revenue Code of 1954 (26 USC § 6621(a)(2)), as
amended. The interest charge will be cdculaed beginning the date following the




retaler's due date for payment through the day preceding receipt of the late payment by
the department for deposit.

C. In addition to the pendty authorized by subsection B of this section, the
director may assess a sarvice charge againg any retaler whose payment through EFT
transaction or by check is dishonored.

D. The sarvice charge, interest and pendty charges may be waved if it is
determined by the depatment that the event which would otherwise result in the
asesament of a sarvice charge, interest or pendty is not in any way the fault of the lottery
retaler.

11 VAC 5-31-150. Licensed retailers compensation.

A. Licensed retailers shall receive compensation, as determined by the board.

B. The board shdl approve any bonus or incentive sysem for payment to
retalers. Thedirector may then award such cash bonuses or other incentivesto retallers.

C. Retailers may not accept any compensation for the sde of lottery tickets
other than compensation approved under this section, regardless of the source.

11 VAC 5-31-160. Denial, suspension, revocation or noncontinuation of license.

A. The director may refuse to issue a license to a parson if the person does
not megt the digibility criteria and standards for licensng as set out in 8 58.1-4009 of the
Code of Virginiaand in the department’ s licensing procedures, or if:

1. The peson's place of busness caers to or is freguented
predominantly by persons under 18 vears of age, but exduding family-oriented
businesses,

2. The nature of the person’'s busness congitutes a threat to the

hedlth or safety of prospective lottery patrons,

3. The nature of the person’s busness is not consonant with the
probity of the Commonwedth:

4. The peson has committed any act of fraud, decat,
misrepresentation, or conduct prejudicia to public confidence in the date lottery;
or

5. The person has been suspended permanently from a federd or sate
licensng or authorization prog.an  and tha peson has exhaused dl
adminidrative remedies pursuant to the respective agency’s regulations or

procedures.




B. The director may suspend, revoke, or refuse to continue a license for any
of the reasons enumerated in § 58.1-4012 of the Code of Virginia or the department’'s
procedures, or for any of the following reasons.

1. Falure to maintain the required lottery trust account;

2. Fallure to comply with lottery game rules;

3. Failure to mest minimum point of sde sandards;

4. The peson’'s place of busness caters to or is frequented
predominantly by persons under 18 years of age, but excduding family-oriented
businesses,

5. The person's business conditutes a threat to the hedth or safety of
prospective lottery patrons or the safety of lottery equipment;

6. The naure of the person’'s busness is not consonant with the
probity of the Commonwedth:

7. The pearson has been suspended permanently from any federal or
date licenang or authorization progran whereby  dl  adminidrative  remedies
pursuant to the respective agency’s requlations or  procedures have been
exhausted; or

8. Falure to continue to meat the digibility criteria and sandards for
licensang.

C. Any parson refused a license under subsections A or B of this section may
apped the director's decision in the manner provided by 11 VAC 5-20-150.

D. Before taking action under subsection C of this section, the director will
notify the retailer in writing of his intent to suspend, revoke or deny continuation of the
license.  The notification will indude the reason or reasons for the proposed action and
will _provide the retaller with the procedures for requesting a conference.  Such notice
shdl be given to the readler in accordance with the provisons of the depatment's
licensing procedures.

E. If the director deems it necessary in order to serve the public interest and
maintan public trugt in the lottery, he may temporarily suspend a license without firg
notifying the retaler. Such suspenson will be in effect until any prosecution, hearing or
invedtigation into possble violations is concluded.

F. A retailer shal surrender his license to the director by the date specified in
the notice of revocation or suspenson. The retaler shdl dso surrender the lottery




property in his possesson and give a find lottery accounting of his lottery activities by
the date specified by the director.

11 VAC 5-31-170. License termination by retailer.

The licensed retaler may voluntarily terminate his license with the depatment by
fird notifying the depatment in writing at least 15 caendar days before the proposed
termination date.  The depatment will then notify the retaller of the date by which
stlement of the retaller's account will take place.  The realer shdl maintain_his bond
and the required accounts and records until settlement is completed and dl lottery
property has been surrendered.

11 VAC 5-31-180. I nspection of premises.

Each lottery retaller shdl provide access during norma business hours or a such
other times as may be required by the director or dtate lottery representatives to enter the
premisss of the licensed retaler.  The premises include the licensed location where
lottery tickets are sold or any other location under the control of the licensed retaler
where the director may have good @use to believe lottery materids, equipment or tickets
ae sored or kept in order to ingpect the lottery materials, equipment or tickets and the
licensed premises.

11 VAC 5-31-190. Examination of records and equipment; seizure of records and
eguipment.

A. Each lottery retaler shadl make al books and records pertaining to his
lottery activities avallable for ingpection, auditing or copying and make dl equipment
rdated to his lottery activities avalable for ingpection as required by the director or
department_representatives between the hours of 8 am. and 5 p.m., Mondays through
Fridays, and during the norma business hours of the licensed retailer.

B. All books, records and equipment petaining to the licensed retaler’s
lottery activities may be sdzed with good cause by the director or department
representatives without prior notice.

11 VAC 5-31-200.  Audit of records.

The director may require a lottery retailer to submit to the department an audit
report _conducted by an independent certified public accountant on the licensed retailer's
lottery activities. The retailer shdl be responsble for the cogt of only the first such audit
in any onelicenseterm.




