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A MESSAGE FROM THE CHAIRMAN

AND THE DIRECTOR

The technology
we implemented
in 2005 signifi-
cantly enhances
the services we
provide to our
customers and
reduces the
time required
for many of our
processes and
procedures for
licensees and

division staff.

We are pleased to present you with the Charitable Bingo Operations Division
2005 Annual Report.

In the “20th Year Report 1982—2002” we discussed moving from paper intensive
administrative processes to electronic processing, to reducing required functions

to their simplest form, and of opening new channels of communication to our
customers. We are pleased to report that in 2005 many of these goals were
attained. On September 1, 2005, the Internet-based Bingo Services Center, Bingo
Hall Locator and Statewide Financial Reports were debuted on our Web site. All
three provide access to information on bingo activity in Texas. The Bingo Services
Center is an Internet-based application that enables licensees to access information
specific to their organization and Statewide Financial Reports allows the general
public access to information related to charitable bingo activity in Texas. The
Bingo Hall Locator provides robust search capabilities allowing the general public
to search for bingo playing locations using a variety of parameters and includes a
map to the playing location. Over 60 interactive bingo forms were made available
on our Web site in 2005. Electronic filing for quarterly reports was developed and
made available to licensees on January 1, 2006, for use with the 1st quarter 2006
filing period. The technology we implemented in 2005 significantly enhances the
services we provide to our customers and reduces the time required for many of our
processes and procedures for licensees and division staff. Licensees and the general
public have instant access to information and forms via the Bingo Services Center
and our Web site, which reduces the need to contact our office for information.

Instant pull-tab sales continued to increase in 2005. Pull-tab sales were over

$222 million in 2005 — up twenty-eight percent from 2004. The continued increase
in pull-tab sales is attributable to the sales of new-style-of-play pull-tab tickets that
were first approved for sale in Texas in September 2002. New-style-of-play pull-tab
tickets include sign-up board tickets, event tickets, multiple part event tickets and
multiple part instant tickets.



Charitable bingo
activities have
provided to
Texas non-profits
charitable dis-
tributions that
reached in excess
of $804 million
dollars from 1982
through 2005.

In 2005 charitable
distributions
exceeded

$30 million.

Charitable bingo activities have provided to Texas non-profits charitable distributions
that reached in excess of $804 million dollars from 1982 through 2005. In 2005
charitable distributions exceeded $30 million. Charitable distributions derived from

bingo activities in Texas benefit a broad spectrum of individuals and organizations—
veteran groups, volunteer fire departments, libraries, boys and girls clubs, alcoholic
recovery programs, community centers, animal adoption and rescue organizations,
organizations providing recreation and sports activities for individuals confined to
wheelchairs, museums, educational scholarships and many others.

Hurricane Rita emphasized the importance of charity at the organizational and
personal level in times of catastrophic need. By providing authorized non-profit
organizations the opportunity to raise funds for their charitable purposes by
conducting bingo, ensuring all proceeds from charitable bingo funds are used for
lawful purposes, and promoting and maintaining the integrity of the charitable
bingo industry in Texas, we contributed to ensuring that bingo is “The Most
Charitable Game in Texas.”

This annual report not only highlights the successes of 2005 but provides a road-
map for innovation and improvement in the future.

e M. L by

C. Tom Clowe, Jr. William L. Atkins
Chairman Director
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CHARITABLE BINGO OPERATIONS DIVISION

Agency Core Values

Integrity and Responsibility—The Commission works hard to maintain the

public trust by protecting and ensuring the security of our lottery games, systems,
drawings and operational facilities. We value and require ethical behavior by our
employees, licensees and vendors. We promote the integrity of charitable bingo in
Texas for the benefit of charitable organizations.

Innovation—we strive to incorporate innovation into our products to provide the
citizens of Texas with the best entertainment experience available through our
products. We pursue the use of technology that enhances the services that we
provide to our customers and reduces our operating expenses.

Fiscal Accountability—we emphasize fiscal accountability by ensuring that all
expenditures directly or indirectly generate revenue, enhance security, fulfill
regulatory requirements, improve customer service and/or boost productivity.
We recognize our responsibility in generating revenue for the State of Texas
without unduly influencing players to participate in our games. We maximize
benefits to charities through the continual examination and review of charitable
bingo operations.

Customer Responsiveness—The Commission takes pride in providing exemplary
service to the people of Texas through the courteous dissemination of clear and
accurate information about our products, services and regulatory functions. We
seek and respond to feedback expressed by our employees, retailers, licensees and
the playing and non-playing public. We apply this feedback in the development of
our products and in the services that we provide.

Teamwork—we are committed to creating an environment of mutual respect where
open, honest communication is our cornerstone. We embrace the diversity of our
team and individual perspectives in working together to achieve our common goals.

Excellence—we strive for excellence by taking a position of leadership on issues
that impact the Commission and achieve challenging goals by focusing on our
core values.
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CHARITABLE BINGO OPERATIONS DIVISION

The Commissioners and Director

C. Tom Clowe, Jr. of Waco, Chair

Mr. Clowe is retired after a highly successful career as a business executive. He
served as Senior Vice President of Southern Union Company in Austin. He joined
Missouri Gas Energy, a division of Southern Union Company, as its President and
Chief Operating Officer.

Mr. Clowe was Chairman of the Board, President and Chief Executive Officer

of Central Freight Lines, Inc. Mr. Clowe has served as Chairman of the Texas

Motor Transportation Association, Chairman of the Tank Truck Conference of

the American Trucking Association, and Regional Vice President of the American
Trucking Association. He was employed by the Texas Railroad Commission and was
appointed as its first Executive Director in the Commission’s 97—year history.

Mr. Clowe received a bachelor’s degree in business administration from the
University of Texas at Austin and has completed several graduate-level management
courses at Harvard Business School.

Mr. Clowe was appointed to the Commission on November 13, 1998 by Governor
George W. Bush. Governor Bush appointed him as chair of the Commission on
March 21, 2000. Mr. Clowe’s term on the Commission expired February 1, 2005.
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James A. Cox, Jr. of Austin, Commissioner

Mr. Cox is a certified public accountant and former president and chief executive
officer of Hydrolab Corporation. He previously served as president of the Resort and
Aviation Groups of the Estate of Howard Hughes, and as an accounting and auditing
partner of Deloitte & Touche. He was a member of the Texas General Services
Commission from 1999 to 2002.

Mr. Cox received a bachelor’s degree and master’s degree from the University of
Texas at Austin, where he is currently pursuing a doctorate in American Civilization.
Mr. Cox is a member of the American Institute of Certified Public Accountants and
the Texas Society of Certified Public Accountants.

Governor Rick Perry first appointed Mr. Cox to the Texas Lottery Commission on
June 3, 2002. Mr. Cox was reappointed by Governor Perry on March 4, 2003, for a
term to expire February 1, 2009.

William L. “Billy” Atkins, Director

Mr. Atkins is Director of the Charitable Bingo Operations Division of the Texas
Lottery Commission. In this capacity he is responsible for enforcing all applicable
laws and regulations relating to licensed bingo activities in Texas. He has served
in this capacity since October 1998. Prior to being appointed Director, he served
as both Acting Director and Assistant Director of the Charitable Bingo Operations
Division and as Special Projects Coordinator of the agency’s Intergovernmental
Affairs Section. Prior to joining the Texas Lottery in 1993, he worked in the Texas
Legislature for members of the Texas House of Representatives and Texas Senate.
He received a B.A. in Political Science from the University of Texas—Permian Basin
in 1986 and attended the LBJ School of Public Affairs at the University of Texas—
Austin.

Mr. Atkins is a member of the North American Gaming Regulators Association and
has served as President (2004-2005), Vice President (2003-2004), co-chair of the
Charitable Gaming Committee (2001-2003) and currently serves as Past President.
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BACwork
groups are
formed to
research various
bingo-related
issues and make
recommenda-
tions to the

Commission.

Bingo Advisory Committee

The purpose of the Bingo Advisory Committee (BAC) is to: advise the Texas Lottery
Commission on the needs and problems of the state’s charitable bingo industry;
comment on rules involving bingo during their development and before final
adoption, unless an emergency requires immediate action by the Commission;
report annually to the Commission on the committee’s activities; and other duties
as assigned. The BAC is composed of nine individuals: one must be a member of
the general public; three must be conductors operating charitable bingo games;
one must be a conductor/lessor; two must be commercial lessors; one must be

a distributor or manufacturer; and one must be a system service provider. BAC
members are appointed by the three-member Texas Lottery Commission and each
member of the BAC serves a three-year term. Appointments to the BAC are required
to represent a balance of interests in the charitable bingo industry in Texas. The
first Bingo Advisory Committee was appointed on March 25, 1995. The BAC meets
quarterly or at the call of the Commission.

Bingo Advisory Committee Work Plan

The Texas Lottery Commission adopted a work plan on March 29, 2006, which
defines the functions and duties of the BAC. BAC work groups are formed

to research various bingo-related issues and make recommendations to the
Commission. Workgroups are composed of members of the BAC, staff of the
Charitable Bingo Operations Division and/or Texas Lottery Commission, and may
include member(s) from the general public.
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In November
1980, Texas
voters approved
a Constitutional
Amendment
authorizing
charitable bingo
on a local

options basis.

Brief History of Charitable Bingo in Texas

In November 1980, Texas voters approved a Constitutional Amendment authorizing
charitable bingo on a local options basis. The amendment requires all bingo
proceeds to be spent in Texas for charitable purposes. The first bingo licenses were
issued in the spring of 1982; at that time charitable bingo was a division of the
Comptroller of Public Accounts. In January 1990 the regulation and administration
of charitable bingo was transferred to the Texas Alcoholic Beverage Commission.

In April 1994 the administration of charitable bingo was transferred to the Texas
Lottery Commission, where it remains today.

The Charitable Bingo Operations Division of the Texas Lottery Commission oversees
the licensing, accounting and auditing of charitable bingo activities based upon the
Bingo Enabling Act and the Charitable Bingo Administrative Rules.
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Data in the 2005 Annual Report

The 2005 Charitable Bingo Annual Report is the first annual report published by
the Charitable Bingo Operations Division. Data is for calendar years and in some
instances data for ten years (1996-2005) is included to provide an initial benchmark
measurement for comparison and analysis. All data is presented in calendar years
and is unaudited.

Since 2002
pull-tab sales
have shown
steady yearly

Gross Receipts

increases.
The following gross receipts statistics are based on figures reported by licensees.

Gross Receipts 2000 - 2005

Year Card Sales g;i(cltég?elsc Pull-tab Sales Total Gross Receipts
1996 $485,532,608 $3,806,301 $121,926,846 $611,265,755
1997 $449,141,019 $42,783,034 $104,888,564 $596,812,617
1998 $431,161,924 $75,687,551 $99,177,810 $606,027,285
1999 $390,254,799 $120,060,166 $96,753,377 $607,068,342
2000 $356,410,441 $137,005,668 $89,353,141 $582,769,250
2001 $334,606,017 $143,791,528 $85,122,819 $563,520,364
2002 $319,865,576 $148,241,778 $88,979,503 $557,086,857
2003 $296,895,449 $148,810,751 $129,695,975 $575,402,175
2004 $280,392,175 $150,426,415 $173,708,066 $604,526,656
2005 $260,491,454 $150,241,763 $222,880,635 $633,613,852

Figures as of 02/21/06. Unaudited.

The increase in gross receipts from 2002 forward is attributable to pull-tab sales. In
September 2002 the Commission authorized new types of pull-tab tickets that could
be sold in Texas to include sign-up board tickets, tip board tickets, event tickets,
multiple part event and multiple part instant tickets. Since that time pull-tab sales
have shown steady yearly increases even though there has been some fluctuation in
pull-tab sales from quarter to quarter.
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The following chart compares adjusted gross receipts to net proceeds and a
calculation of net proceeds as a percentage of gross receipts:

Adjusted Gross Receipts and Net Proceeds

and

Net Proceeds As a Percentage of Adjusted Gross Receipts

Year

1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Figures as of 02/21/06. Unaudited.

Adjusted gross receipts is the total of card sale
entrance fees, electronic card sales and pull-
tab bingo sales less total bingo prizes and the
cost of goods purchased. Net proceeds is the
sum of adjusted gross receipts plus all other
income (rent income, loan proceeds, interest
earned, the value of merchandise prizes
donated, and prize fees withheld) less total

expenses.

Adjusted Gross Receipts

$149,170,124
$141,719,933
$143,393,928
$138,267,406
$132,264,836
$128,267,643
$125,386,487
$123,884,913
$128,676,445
$130,300,133

1996 — 2005

Net Proceeds

$42,099,693
$37,799,755
$46,271,458
$40,204,414
$37,046,215
$34,530,414
$31,903,512
$29,762,728
$33,047,408
$33,353,042

Net Proceeds As a Percentage
of Adjusted Gross Receipts
28%

27%

32%

29%

28%

27%

25%

24%

26%

26%




CHARITABLE BINGO OPERATIONS DIVISION

Prizes Paid To Players

A bingo prize may not have a value of more then $750.00 for a single game. For

Who regular bingo games, except pull-tab bingo, the total value of prizes awarded during
a bingo occasion cannot exceed $2,500.00. Note: A bingo occasion may not exceed
yelled four hours.
“Bingo”? The following statistics are based on figures reported by licensees.
In 2005, Prizes Paid to Players 1996 — 2005
prizes pai d Year  Regular & Electronic Prizes Pull-tab Prizes Total Prizes
1996 $377,725,343 $83,239,312 $460,964,655
to bingo 1997 $367,707,337 $72,117,118 $439,824,455
1998 $364,286,010 $68,590,683 $432,876,694
players 1999 $363,547,003 $67,216,075 $430,763,078
2000 $351,595,336 $62,206,343 $413,801,679
exceeded 2001 $340,455,275 $59,527,761 $399,983,036
. 2002 $335,116,214 $62,804,013 $397,920,227
$471 million. 2003 $323,404,421 $93,730,211 $417,134,631
2004 $317,603,149 $126,957,255 $444,560,404
2005 $307,640,289 $163,750,462 $471,390,751

Figures as of 02/21/06. Unaudited.
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Charitable Distributions

Before the end of each calendar quarter, a licensed authorized organization must
disburse an amount not less than 35 percent of the organization’s adjusted gross
receipts, derived from charitable bingo activities from the preceding quarter, less
the amount of authorized expenses, not to exceed six percent of the gross receipts.

The charitable distribution must be used for the purposes and objectives of the

non-profit organization.

The data in the following chart compares charitable distributions required by the
Bingo Enabling Act to reported distributions and is based on charitable distributions

reported by licensees:

Charitable Distributions Required by the Bingo Enabling Act
Compared To

Charitable Distributions Reported By Licensees

Year
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

1996 — 2005

Required
Distribution

$17,076,816
$15,913,730
$16,332,465
$14,885,675
$13,959,332
$13,388,256
$12,741,468
$11,592,959
$11,247,063
$10,249,467

Figures as of 02/21/06. Unaudited.

Reported
Distribution

$40,482,002
$38,401,962
$42,588,280
$39,995,805
$36,805,043
$34,123,897
$31,740,178
$29,881,043
$30,087,910
$30,256,170

10
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CHARITABLE BINGO OPERATIONS DIVISION

Attendance

The data is the following chart is based on attendance reported by licensees:

Attendance 1996 — 2005

Year Attendance
1996 32,692,610
1997 31,074,536
1998 29,926,084
1999 27,916,523
2000 25,820,653
2001 24,385,464
2002 23,718,342
2003 22,750,185
2004 21,598,642
2005 20,108,085

Figures as of 02/21/05. Unaudited.

The figures for attendance do not reflect the number of people playing bingo in the
years referenced but the cumulative reported attendance of persons at bingo games.
Attendance is reported quarterly by licensed non-profit organizations conducting
bingo.

Attendance data is available on the Charitable Bingo Operations Division’s Web site
in the “Statewide Financial Reports” section. The “Conductor Return Summary”
provides summary attendance data reported by all licensed non-profit organizations
for the specified quarter(s). The “Average Attendance Statistics” report provides
attendance statistics reported by licensed non-profit organizations conducting
bingo by quarter(s) sorted by county, city or both county and city. In addition, this
report provides information by organization name, the number of occasions played,
attendance, average attendance and the average dollar amount spent per person.

11
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Local jurisdic-
tions in Texas
benefit from
charitable bingo
activities in

the form of
allocations
derived from

bingo prize fees.

Charitable Bingo Allocations
to Cities and Counties

Local jurisdictions in Texas benefit from charitable bingo activities in the form of
allocations derived from bingo prize fees. A county that imposed a gross receipts tax
on the conduct of bingo as of January 1, 1993, is entitled to fifty percent of the prize
fee collected under Section 2001.502 of the Bingo Enabling Act, on a prize awarded
at a game conducted in the municipality.

If a county and city are both entitled to a share of the fee imposed by Section
2001.502 of the Bingo Enabling Act, the county is entitled to twenty-five percent

of the fee on a prize awarded at a game conducted in the county and the city is
entitled to twenty-five percent of the fee on a prize awarded at a game conducted in
the municipality. All prize fees that are not allocated to local jurisdictions go to the
state.

Each quarter two percent of the total prize fees collected from each jurisdiction

is retained in the jurisdictions suspense account. The Commission may make
refunds from the suspense account of a jurisdiction for overpayments made to those
accounts and may redeem dishonored checks and drafts deposited to the credit of
the jurisdiction’s suspense account.

Allocations 1996 - 2005

Year Cities Counties State Total

1996 $5,600,362 $4,886,169 $12,536,451 $23,022,982
1997 $5,324,162 $4,739,863 $11,946,312 $22,010,337
1998 $4,723,590 $5,171,606 $11,722,459 $21,617,655
1999 $4,656,051 $5,254,833 $11,827,664 $21,738,547
2000 $4,412,510 $5,061,768 $11,286,557 $20,760,835
2001 $4,252,635 $4,911,349 $10,891,641 $20,055,625
2002 $4,334,297 $4,848,352 $10,828,527 $20,011,175
2003 $4,607,124 $5,045,928 $11,098,880 $20,751,932
2004 $4,932,543 $5,417,226 $11,768,608 $22,118,377
2005 $5,251,493 $5,755,290 $12,511,819 $23,518,602

Figures as of 02/22/06. Unaudited.

12
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Bingo Licenses Issued

Each license category includes licenses issued to conductors, lessors, manufacturers
Over seven and distributors with the exception of temporary licenses, which are issued only to
conductors.
thousand
licenses Licenses Issued by Type 1996 -2005
were ssued Year A Mheed’  Licoweotamed Licenses sued
in 2005. 1996 1,085 173 2,043 2,484 5,785
1997 1,061 153 1,981 2,701 5,896
1998 1,143 109 1,991 2,767 6,010
1999 991 105 1,951 2,712 5,759
2000 1,084 77 1,848 2,961 5,970
2001 1,015 84 1,757 3,032 5,888
2002 1,083 92 1,774 2,790 5,739
2003 897 68 1,613 3,193 5,771
2004 961 76 1,685 4914 7,636
2005 737 59 1,583 4,974 7,353

Figures as of 03/07/06. Unaudited.

y Commission Charitable Bingo Ticense

Texas Lotter
i ) ¢, .
il ) m—

R
@‘Uaf:.’;
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Licensed Organizations by Type

The Bingo Enabling Act, Tex. Occ. Code, Section 2001.101 defines the types
Five types of authorized non-profit organizations eligible for a license to conduct bingo in Texas.
Those organizations are:

authorized « A religious society that has existed in Texas for at least eight years.
non-profit * A nonprofit organization:
¥ whose predominant activities are for the support of medical research or
organizations treatment programs; and
.. v that for at least three years:
are eligible to
< must have had a governing body or officers elected by a vote of
conduct bingo members or by a vote of delegates elected by the members, or
. < must have been affiliated with a state or national organization
in Texas. organized to perform the same purposes as the nonprofit organization.

« A fraternal organization.
* A veterans organization.

« A volunteer fire department.

The following chart shows the percentage of licensees by type for calendar year 2005.

Charitable Bingo Conductor Licensees by Calendar Year 2005

Figures as of 01/10/06. Unaudited.

52%
Fraternal
Organization

/- 28%
Veterans

Organization

12%
3% Religious

Medical

5%
Volunteer Fire Dept.
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CHARITABLE BINGO OPERATIONS DIVISION

The following table shows licensed conductor organizations by organization type
from calendar years 1996 through 2005 and the number and percentage change in
licensees from 1996 to 2006.

Conductor Licensees by Organization Type
Calendar Years 1996 — 2005

Volunteer

Calendar Year Religious Medical Fraternal Fire Dept. Veteran Total
1996 244 61 799 89 514 1,707

1997 233 54 790 86 506 1,669

1998 217 50 791 74 484 1,616

1999 209 49 788 73 468 1,587

2000 195 53 757 73 458 1,536

2001 179 50 744 71 438 1,482

2002 175 44 744 71 413 1,447

2003 166 40 740 74 410 1,430

2004 168 38 743 71 399 1,419

2005 169 35 717 66 376 1,363
Change 1996 — 2005 -75 -26 -82 -23 -138 -344
% Change 1996 — 2005 -31% -43% -10% -26% -27% -20%

Figures as of 01/10/06. Unaudited.

Training Program

An active member of every licensed authorized organization, who is responsible for
the conduct of bingo (operator), is required to attend the Training Program. Under
the provisions of §§ 2001.107, 2001.437(h) and 2001.438(e) of the Bingo Enabling
Act, unit managers and designated agents are also required to attend training.
Other officers and members may also attend training programs. All attendees are
required to read the Bingo Enabling Act and the Charitable Bingo Administrative
Rules in their entirety prior to attending the training session.

Training programs are conducted throughout the state each year by auditors of the
Charitable Bingo Operations Division. Schedules of training programs and online
registration are available on the Web site.

15
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Training Programs and Attendance 2000 - 2005

Year Training Il’\il(;gmrg:rl;so(flonducted NTET T
2000 36 1,733
2001 35 896
2002 45 1,747
2003 39 1,446
2004 41 1,687
2005 38 1,471

Figures as of 02/28/06. Unaudited.

- ' The first Training Program was held March 1, 2000.
CER T /F ICAT E Training Programs are updated regularly and held at
Searded t . multiple sites throughout the state each year. Since the
f Lomlitn ok - inception of the Training Program through December
ey Hgres 31, 2005, 234 training programs have been conducted
with 8,980 individuals attending. From March 1, 2000,
to December 31, 2005, 7,880 attendees filled out surveys
designed to assess their opinion of the Training Program.
Beginning with the May 8, 2000, Training Program a
question was added to the survey that asks, “Do you
think the Training Program was worthwhile”? During
this period, 88 percent of those attending responded to the survey, and of those,
97 percent found the Training Program to be worthwhile.

There has been a decrease in the number of audit violations cited since the inception
of the Training Program. In fiscal year 2000, 81.9 percent of audits contained
violations, in 2003 that number dropped to 71 percent, in 2004 the number of audit
violations rose slightly to 73.6 percent and in 2005 dropped to 70.5 percent.

16
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The Audit
Services Section
of the Charitable
Bingo Opera-
tions Division
conducts a
variety of

audit activities
including audits,
reviews and

inspections.

Audit Activity

The Audit Services Department of the Charitable Bingo Operations Division
conducts a variety of audit activities including audits, reviews and inspections.
Assessment and Assistance Inspections are performed to verify that licensed
organizations are conducting bingo occasions in compliance with the Bingo
Enabling Act and Charitable Bingo Administrative Rules. An auditor attends a bingo
session at a conductor’s licensed location and observes a reasonable portion of the
game session. In addition to verifying compliance the inspection is an opportunity
to insure that every location will be visited at least once a year. The inspection
provides an opportunity for the licensee to become acquainted with personnel of
the Charitable Bingo Operations Division, ask questions and receive guidance.

The inspection provides an opportunity to promote customer goodwill by opening
avenues of communication, providing assistance and helping organizations to
identify and solve problems.

Auditors investigate bingo related complaints filed with the Commission and
possible violations of the Bingo Enabling Act and/or Administrative Rules of the
Commission.

The Bingo Enabling Act and Charitable Bingo Administrative Rules require certain
records be maintained. Licensees are not required to maintain records in a specific
format but they are required to maintain the information that is included on the
forms suggested by the Commission. Books and Records Inspections are conducted
to determine if the required records and information are being maintained. These
inspections are a limited review of a licensee’s records. The inspections are limited
to a minimum of one quarter and are designed to be an education-based review to
train a licensee on how to properly maintain books and records.

Pre-licensing Interviews are conducted for organizations prior to the issuance of the
organization’s original license to conduct charitable bingo in Texas. The purpose of
the interview is to ensure the individual designated as the primary operator of the
organization’s bingo activities has read and is familiar with the requirements of the
Bingo Enabling Act and the Charitable Bingo Administrative Rules.

Site Inspections include conductor location verification inspections, lessor location
verification inspections, and inspections of manufacturers and distributors licensed
to sell bingo equipment and supplies in Texas.
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Compliance Audits, Compliance Reviews, and Financial Audits are conducted to

14,540 hours determine whether the records, books and accounts of the organization accurately
reflect financial and fiscal operations and whether effective accounting controls

Wwere spent are maintained and to determine whether funds are received and used for purposes

. authorized by the Bingo Enabling Act and Charitable Bingo Administrative Rules.
on audit Compliance Reviews are conducted on one quarter of the organization’s records,
L. Compliance Audits are conducted on four quarters of the organization’s records and
activities Financial Audits may cover four years of an organization’s records and are more
i1 2005. comprehensive in nature.

Audit Activities — Calendar Year 2005

Activity Number Hours
Assistance and Assessment 565 1,797
Bingo Complaint 194 1,240
Books and Records Inspections 53 397
Compliance Audit 50 2,800
Compliance Review 311 7,025
Financial Audit 5 465
Pre-Licensing Interview 74 302
Site Inspection 88 514

Figures as of 03/28/06. Unaudited.
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CHARITABLE BINGO OPERATIONS DIVISION

SIGNIFICANT ACHIEVEMENTS IN 2005

Bingo Services Center

On September 1, 2005, the Charitable Bingo Operations Division rolled out the
Bingo Services Center, Statewide Reports, and the Bingo Hall Locafor on the
Web site.

The Bingo Services Center provides licensees access to a variety of licensing and
financial information specific to their license. The general public can access
information related to charitable bingo activity in Texas including a wide variety
of Statewide Reports and the Bingo Hall Locator.

The Bingo Services Center allows licensees twenty-four hour access to
information specific to their organizations. Licensees are required to create a user
profile and they have the ability to grant access to other individuals as they deem
appropriate.

Licensees can now access “Temporary License Account” information on the Bingo
Services Center to determine if money is available in their account to pay for a
temporary license and access “Temporary License Activity” on the Bingo Services
Center to see how many temporary licenses are available to be used for the
current license period.

In the case of license amendments, licensees are required to notify the Charitable
Bingo Operations Division in writing within ten working days of any change to
information contained in a filed application regardless of whether the cause of the
change is because information filed with the Commission has become inaccurate,
or additions or deletions are necessary to reflect changes in the circumstances of
the license. The fee for filing an amendment is $10 and, as with temporary license
application, organizations can prepay amendments fees. Money received for
prepaid amendments is deposited into the organization’s amendment account. In
the past licensees have also had to call to the Division to determine if money was
available in their amendment account; now that information is available on the
Bingo Services Center.
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