Wednesday, August 10, 2016 REVISED

A Message From
Alfonso D. Royal, III

Charitable Bingo Operations Director

Introduction
Great things are occurring in the Charitable Bingo Operations Division (CBOD)! Charitable Bingo hit a milestone on
April 1st by celebrating its 22nd anniversary at the Texas Lottery Commission (TLC). The CBOD continues to play an
important role in assisting many of Texas’ non-profit organizations with their charitable purposes. We are proud to be
a part of licensed Texas charities that raise funds to help their communities by conducting bingo games.
At the April 2016 TLC open meeting, the Commissioners approved the 2015 Bingo Annual Report. The annual
report provides financial information on the condition of charitable bingo in the state and is statutorily required
to be submitted bi-annually. A few highlights from the CY 2015 report:
• Total Gross Receipts were $756.7M (2.3% increase from CY2014)
• Charitable Distributions were $28.5M (10.3% increase from CY2014)
• Prizes Awarded were $575.3M (2.0% increase from CY2014)
• T he Bingo Operating Services System known as BOSS that is used by CBOD staff in the administration
and management of the charitable bingo program was fully implemented.		
• Audit and Game Inspection activities increased 45% in comparison to calendar year 2014.
A copy of the complete report can be found at http://www.txbingo.org/export/sites/bingo/Documents/
2015_bingo_annual_report.pdf
The CBOD continues to identify and implement new and innovative ways to refine and streamline processes
to allow for ease of, and accuracy and accountability, in reporting. BOSS has been fully operational for seven
months and has provided the management tool CBOD needed to enhance the review of licensee’s quarterly
reports. Based on these reviews, CBOD staff may contact
licensed organizations who achieving positive proceeds
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Introduction (cont’d)
the Bingo Services Portal (BSP), website navigation, and also conducts training sessions throughout the state.
These are just a few areas where we can already report progress. The CBOD continues to undergo analysis exercises
centered on identifying how we can assist our licensees in making the application process faster and to educate
and assist our licensees to operate profitable charitable bingo.
My vision for the CBOD is to continue refreshing the division’s commitment to the core values of the Texas Lottery
Commission, which are integrity and responsibility, innovation, fiscal accountability, customer responsiveness,
teamwork and excellence.

What to Expect During an Audit
The Charitable Bingo Operations Division is responsible
for regulating charitable bingo. A significant component
of that regulation involves providing assurance that
licensed authorized organizations, lessors, distributors
and manu-facturers comply with the Bingo Enabling Act
and Charitable Bingo Administrative Rules. An audit is
a tool which allows the CBOD to accomplish this task.
Timely and useful information generated in audits can
help licensees improve compliance with the Act and
Rules, accuracy and completeness of reporting, or
perhaps improve the outcomes of charitable bingo
operations. What should we expect during an audit?
How can we participate in an audit? What is the
outcome of an audit?
Administrative rule 402.703, Audit Policy, provides
overall guidance on the audit process. The Audit Services
department works to provide timely information that
answers the following questions. Is the licensed
authorized organization complying with the Act
and Rules? Is information provided in the Texas Bingo
Quarterly Reports accurate and complete? Are bingo
proceeds being used for authorized purposes including
charitable distributions?
Audits are initiated when an audit engagement letter
is sent to a licensed organization. The engagement

letter notifies the licensee of an audit, records required
for the audit, and the lead auditor assigned. Recent
changes to our engagement letter include time frames
for conducting the engagement and exit conferences.
We have added these dates to provide a time frame for
the execution of an audit, as well as for coordinating
your participation in the entrance and exit conferences.
As mentioned previously we want to provide auditees
with timely information. However, we cannot do this
without the help of our licensees. Engagement letters
are mailed and emailed to bingo chairpersons and
one other officer as well as the designated agent
when the audit involves an accounting unit. Please
make sure that the Commission has current contact
information for all active officers or members of the
board of directors of a licensed organization. The lead
auditor will contact the organization’s designated bingo
chairperson within two days of the email notification
to schedule the entrance conference and review the
records required to conduct the audit.
Having a designated person who is knowledgeable of
your bingo operations and the records maintained by
the organization is essential to assist with expediting
the audit process. At the entrance conference not only
will we cover the objectives of the audit, we will also
spend some time reviewing the organization’s records
(cont’d on next page)
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What to Expect During an Audit (cont’d)
to determine whether requested records have been
provided and that we have a basic understanding of
the records collected. If copies of your original records
are being provided please make sure that the complete
record is copied. Inevitably, during the audit process
auditors will have the need to conduct outreach with
the bingo licensees to seek clarification on information
provided as well as explanations for issues that are
identified. The charitable bingo auditors will continue
to coordinate with the organization to best ensure
all additional requested information is received in
a timely manner. Delays in responding to questions,
may unfortunately further delay the review of an
organization’s audit.

You can expect an audit that is conducted within a
reasonable time frame to allow you to make
appropriate changes in your bingo operations, if
necessary. An audit provides your organization with
useful information to ensure accurate reporting,
compliance with the Act and Rules, and assistance with
providing helpful guidelines to improve the outcomes
of the bingo licensee’s operations. Your continued
cooperation and responsiveness to auditor questions
by providing complete records assists us complete
fieldwork, conduct exit conferences, and issue final
audit reports in a timely manner.

Account Ledger Reconciliation Project Update
The Charitable Bingo Operations Division (CBOD) has
completed its review of all active accounts related to the
individual bingo account ledgers. To recap, in the October
2014 message, I reported on discrepancies in the bingo
account ledgers that are more than 10 years old in some
instances. Balances that were originally shown in
the ledger were the result of the application
of unverifiable credits used to pay for
current year license fees.
In the April 2016 message, I reported
the CBOD continued to review
accounts, generate and disseminate
billing statements to licensees
and update the account detail data
in the Bingo Services Portal. Texas
Lottery Commissioners directed the CBOD
to look further into the debt collections practices and
the cost of collection efforts. As a result of that direction
and further analysis conducted by the General Counsel,
the division is no longer pursing debt collection efforts that
cannot be established with actual records. As a result of
this change, licensees who received an invoice for payment
of old debt may be eligible for a refund of the amount paid

if the records associated with the invoiced amount are not
available. Additionally, if a licensee received an invoice for
payment of old debt and has not paid the debt, the amount
will be adjusted in the ledger to $0 if the records associated
with the debt cannot be located. Conversely, if there are
amount due to the state (i.e., monies owed
to the state for unpaid licenses, prize
fees, etc.) that can be substantiated
by records those amounts due will
be invoiced and expected to be
paid. The CBOD will follow its debt
collection process for those that
fall within that category.
I anticipate completing this project
by the end of August. Refunds of
any previously paid debts associated
with the bingo account ledger project that cannot be
established with actual records will be processed during the
August timeframe.
We thank you again for your continued patience and feedback
during this project.
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New Rule: Bond or Other Security
Licensed authorized organizations with a regular license to
conduct bingo are required to secure the payment of the
tax on prizes. In accordance with Bingo Enabling Act (BEA)
§2001.514, the holder of a regular conductor’s license must
provide to the Commission one of the following:

• Class E - $1,225.00.
• Class F - $1,800.00.
• Class G - $2,125.00.
• Class H - $2,675.00.

• Cash bond;

• Class I - $3,275.00.

• Bond from a surety company chartered or authorized
to do business in the state of Texas;

• Class J - $7,000.00.

• Certificates of deposit;
• Certificates of savings;
• United States treasury bonds;
• Subject to the approval of the commission, an
assignment of negotiable stocks or bonds; or
• Other security as the commission considers sufficient.
The revised Bingo Administrative Rules (16 TAC) became
effective on August 1, 2016. 16 TAC §402.603, commonly
referred to as the “Bond Rule,” has been updated to align
with the above mentioned BEA statute. Every conductor
with a regular license is required to have a type of bond or
security furnished to the Commission.
16 TAC §402.603(a) is summarized as follows: A licensed
authorized organization must maintain the security until
the organization ceases to conduct bingo and the license is
relinquished or revoked. The security amount for a regular
license to conduct charitable bingo is based on the license
class. The security amount is:
• Class A - $125.00.
• Class B - $325.00.
• Class C - $600.00.
• Class D - $825.00.

If at any time a licensed authorized organization fails to fully
pay its requisite prize fees by the due date and a jeopardy
determination becomes final, then the organization’s
security amount may be calculated at three times its highest
quarterly prize fee for the four most recent quarters or for
the highest quarter filed if less than four.
If a licensed authorized organization has fully paid all prize
fees and associated penalties, if any, prior to a final
jeopardy determination for eight (8) consecutive quarters,
the amount of the requisite security will be reduced to
$100.00. If at any time an organization paying the reduced
security amount fails to fully pay its requisite prize fees and
any associated penalties and interest by the due date and a
jeopardy determination becomes final, then the Commission
may calculate the organization’s security amount at three
times its highest quarterly prize fee for the four most recent
quarters or for the highest quarter filed if less than four.

Security/Bond Collection Plan
Conductors with regular licenses will be informed of their
specific security/bond amount when they receive their
license renewal applications. The security/bond is due
when the license renewal packet is due. License renewals
will be considered incomplete without the submission
of a security/bond. The division will start collecting
securities/bonds with renewal applications that have a
due date of November 16, 2016.
(cont’d on next page)
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Bond or Other Security (cont’d)
Example A:

Example B:

• Current license expires on 11/15/2016

• Current license expires on 11/16/2016

• License renewal packet sent 10/17/2016

• License renewal packet sent 10/18/2016

• You are outside of the division’s start date. Your bond
will be collected with your 2017 renewal.

• Your security/bond is due as a part of your license
renewal application

Letter to Bingo Chairpersons
The bingo chairperson plays an important role in the operation of a licensed authorized organization. It is a
position that carries significant responsibility as that individual is tasked with overseeing the organization’s
bingo activities and reporting to the membership relating to those activities. It also ensures that the
organization remains in compliance with the Bingo Enabling Act and Charitable Bingo Administrative Rules.
The bingo chairperson is defined as an active officer or a member of the board of directors of a licensed
authorized organization. All written notifications from the Charitable Bingo Operations Division (CBOD) of the
Texas Lottery Commission are addressed and sent to the licensee’s bingo chairperson. The bingo chairperson
should be a person who can be easily contacted and who will take an active role in overseeing the bingo
activities.
Chairperson’s Responsibility and Requirements:
• The bingo chairperson is the organization’s representative and point of contact when communicating
with the Commission.
• The bingo chairperson is required to have a valid certificate of completion of the Bingo Training
Program and shall recertify prior to the certification expiration.
• The bingo chairperson must be an elected officer or director of the organization.
• The bingo chairperson must be listed on the Registry of Approved Bingo Workers.
	• The bingo chairperson’s name is printed on a license to conduct charitable bingo. Any changes made
regarding the individual named as the bingo chairperson during the license period will require the
organization to file a Conductor License Amendment FORMID 11.
• Reprinting a license in the Bingo Service Portal is restricted to the bingo chairperson.
	• All applicable applications and forms have been modified to require the signatures of the bingo
chairperson and either an officer or director.
CBOD is available to assist you and your organization with its charitable bingo operation. We can be
contacted at bingo.services@lottery.state.tx.us or 1-800-BINGO-77 (1-800-246-4677). To receive ongoing
communication from the Division, please sign up at https://public.govdelivery.com/accounts/txbingo/
subscriber/new.
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Deliquent Purchaser Requirements & Responsibilities
The Charitable Bingo Operations Division would like to
remind all manufacturers and distributors of the delinquent
purchaser requirements and their responsibility to comply.
Please see Bingo Enabling Act Sections 2001.218
& 2001.407(b) and Charitable Bingo Administrative Rule
402.604 for additional information.

If a purchaser is on the Delinquent Purchaser List, a
manufacturer or distributor may provide bingo equipment
or supplies only upon terms requiring immediate payment
by the purchaser. Any licensee or unit on the Delinquent
Purchaser List must provide immediate payment for the
equipment or supplies.

Let’s review these requirements and responsibilities in Rule
§402.604

Immediate payment is for purchased equipment and supplies,
payment upon delivery; and for leased bingo equipment or
supplies, payment received by the seller within five business
days of the issuance of the weekly bill.

A delinquent purchaser is a licensed authorized organization,
unit, or distributor that has not:
(1) p rovided full payment to a licensed distributor or
manufacturer for equipment or supplies, or within
30 calendar days of:

If the manufacturer or distributor does not timely receive
payment for leased bingo equipment, the manufacturer
or distributor must within 24 hours deactivate the bingo
equipment for which payment has not been received.

(A) the actual delivery; or
(B) invoice for leased bingo equipment; or
(2) n otified the Commission and the distributor or
manufacturer that it disputes the invoice.
Notification of Delinquency. A manufacturer or distributor
must notify the Commission of all delinquent purchasers by
the 37th calendar day after the actual delivery of equipment
or supplies.
Delinquent Purchaser List. The Commission will maintain a
Delinquent Purchaser List on the Commission’s website and
provide a copy of the list upon written request.
Before the sale or lease of any equipment or supplies, a
manufacturer or distributor must determine whether the
intended purchaser is on the Delinquent Purchaser List.

A manufacturer or distributor must also notify the
Commission of a payment received from a delinquent
purchaser within seven (7) calendar days after receipt of
payment.
A manufacturer or distributor that has terminated its license
should report all payments made by delinquent purchaser for
the six months immediately following the license termination.
Please review your records and send any updates to the
Commission if you identify any organizations/units that
should be on the delinquent purchaser list.
I look forward to our continued dialogue on issues relating
to charitable bingo. If we can be of any assistance on this
matter to you, please do not hesitate to contact us.
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Equipment and Supply Transactions
If you are new to conducting charitable bingo occasions in
Texas and have been issued your first temporary license
from the Charitable Bingo Operations Division (CBOD), then
you need equipment and supplies. Equipment and supplies
can be obtained from a licensed distributor. You can find
a licensed distributor on the “Current Active Licensed
Distributors” list. This list is located on the CBOD website
at txbingo.org under Statewide Public Reports.
Distributors licensed in Texas by the CBOD furnish bingo
equipment and supplies to persons and organizations
licensed and/or authorized by the CBOD, in accordance
with the Bingo Enabling Act (BEA), to conduct bingo in this
state. A bingo conductor licensed by the CBOD or authorized
by the BEA may not obtain bingo equipment and supplies
directly from a bingo manufacturer or an unlicensed person
or organization.
Unlicensed persons and organizations may not sell or
otherwise transfer bingo equipment and supplies to a
licensed authorized conductor in this state. Licensed
authorized conductors may obtain bingo equipment and
supplies only from licensed distributors and, with prior written
consent from the CBOD, other licensed authorized conductors.

Similarly, an unlicensed person or organization may not
sell or otherwise transfer bingo equipment and supplies to
a licensed distributor. Distributors licensed to sell bingo
equipment and supplies must obtain bingo merchandise
from manufacturers or other distributors licensed in this state.
If your organization is a non-annual license holder that only
conducts temporary bingo occasions one to six times per
year and you intend to stop conducting temporary bingo
occasions and want to sell your bingo equipment, you must
obtain prior CBOD approval to sell your used equipment
to a licensed authorized conductor and must do so within
three years of your last temporary bingo occasion. If your
organization intends to let its annual license to conduct
bingo expire and you have no further need for your bingo
equipment, you must obtain prior CBOD approval and sell
your used equipment to a licensed authorized conductor
before your license expires. Remember, if you are a nonannual temporary bingo conductor and you wait longer than
three years from your last temporary bingo occasion, or if you are
an annually licensed conductor and allow your license to expire,
you are no longer able to sell your used bingo equipment.
**Reference: Bing Enabling Act §2001.407**

Unit Member Charitable Distribution Documentation
The Charitable Bingo Operations Division (CBOD) encourages
unit members to be vigilant when retaining documentation to
substantiate the charitable distributions as required by the
Bingo Enabling Act (BEA) section 2001.454 and Charitable
Bingo Administrative Rule 402.502(c). Unit members are
required to document their exempt purpose. Primarily unit
members must document their exempt purpose, or in other
words, the reason why the organization qualifies as tax
exempt. Examples of documentation to support an exempt
purpose may be the organization’s charter agreement,
mission statement, or a written presentation created by the
organization, made available to the public, explaining the
organization’s purpose utilized to gain the organization’s tax

exempt status. Unit members must use bingo proceeds for
their organization’s exempt purpose.
A licensed authorized organization must retain documentation
for all proceeds used for charitable purposes. The
documentation must substantiate the use of the funds for
purposes consistent with the exempt purpose of the licensed
authorized organization. Documentation prepared by a
bank, including bank statements, canceled check images,
and deposit slips is needed to substantiate the use of
funds. However in addition to bank account support, more
documentation is needed to adequately substantiate the
use of bingo proceeds. Licensed authorized organizations
must retain invoices, receipts, thank you notes, or other
(cont’d on next page)
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Unit Member Charitable Distribution Documentation (cont’d)
written acknowledgment including the date and amount
of the donation. If, for example, bingo proceeds are used
in house for the organization’s personnel costs, canceled
checks are not enough; supporting documentation including
complete name, address, phone number, dates, times,
contact person for the individual or organization receiving
the disbursements, and description of the services must also
be retained.
Unit members are required to maintain documentation about
how the bingo proceeds are disbursed for the organization’s
exempt purpose. Many unit members have used a form
commonly known as ‘Charitable Distributions Details for
Conductor and Unit member’ (FORMID 129) to document
the use of their bingo proceeds, although documentation
referenced in the paragraph above is also needed as support.
However, as of recent audits, there have been some unit
members which have not maintained (for review of CBOD)
the required documentation to substantiate the unit
member’s charitable distributions. In addition to FORMID
129, invoices, receipts, thank you notes, or other written
acknowledgment including the date and amount of the
donation are also needed. This documentation must be
complete including dates, persons or organizations (both
donor and recipient), amounts, description of items or

description of services; invoice or receipt number as
applicable, and include authorized signatures. Simply
submitting your unit member FORMID 129 with your
quarterly report without this required documentation
does not adequately support your unit member charitable
distributions. Unit members must include the required
documents along with the quarterly report and FORMID 129.
Note: submitted documents
are subject to review and
additional inquiry and other
supporting documentation
may be requested during
an audit.
Advice from an auditor, we
want to help you continue
your success and hope
our audits are minimally
invasive to your business.
Having the required
supporting documentation
maintained and available
for our review makes it
easy for both of us.

Automated Forms Manual
The Automated Forms Manual and PDF versions of the Occasion Cash Report, Occasion Schedule of Prizes, and Sales
Journal used by conductor wlll be modified to assist users to accurately report individual prizes that are $50.00 or
less. We anticipate the revised documents will be available for use for the fourth quarter of 2016. In the meantime,
continue to use the forms that are currently available on the website for the third quarter. Audit Forms can be found on
our website at http://www.txbingo.org/export/sites/bingo/Licensees/Conductor/Applications_and_Forms/
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Bingo Rules
Previously I shared that the Charitable Bingo Operations Division (CBOD), in coordination with bingo industry stakeholders,
formed a bingo stakeholder’s workgroup to review and provide input on potential changes to the Bingo Administrative Rules
(BAR). This workgroup began meeting in January and at the April 14, 2016, open meeting of the Texas Lottery Commission
(TLC), the Commission voted to propose a new rule and amendments to 16 Texas Administrative Code Chapter 402. A public
comment hearing was held on May 11, 2016, to address the proposed new rule and amendments to current rules. As a final
step in this rulemaking process, at the July 11, 2016, open meeting of the TLC, the Commission voted to adopt the new rule
and amendments which became effective August 1, 2016. The new rule and amendments align with statutory provisions,
streamline regulation, and promote efficiency while at the same time removed obsolete requirements in the conduct and
operation of bingo. The BAR can be found at http://www.txbingo.org/export/sites/bingo/Regulations_x_Statutes/
The Division will provide an overview of the rules during its upcoming fiscal year 2017 charitable bingo training sessions.

Charitable Bingo Operations News
2016 1st Quarter Prize Fees/Allocations
Bingo prize fees collected during the first quarter of 2016’s reporting period totaled
$7,680,069, a decrease of $140,880 or 2 percent in comparison to the first quarter of 2015.
Additionally; prize fee allocations to local governments’ experienced similar trends; reported first quarter 2016
allocations totaling $7,602,341, a decrease of $136,693 or 2 percent in comparison to the first quarter of 2015.
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Charitable Bingo Operations News
2016 1st Quarter Receipts Charitable Distribution
The first quarter of calendar year 2016 reporting shows gross receipts totaled $203,039,551,
an increase of $1,754,924 or 1 percent in comparison to the first quarter of 2015. Prizes
awarded and total expenses also showed an increase in comparison to the first quarter of 2015. However, charitable
distribution (the true measure of a successful charitable bingo operation) shows the largest increase (4 percent)
in comparison to the first quarter of 2015. Charitable distribution totaled $7,052,740, an increase of $285,426.

Playing Bingo: Helping Those Around Your Community
American Legion Post 166 of Victoria,
Texas is a 501 (c) 19 licensed authorized
organization. The American Legion donated
$200 to the Calhoun County Humane
Society to help cover costs for screening,
neutering, health certificates, and travel
for a service dog on behalf of a disabled
veteran. Our paws go up for our four-legged
friends and our nation heroes.
(cont’d on next page)
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Playing Bingo: Helping Those Around Your Community (cont’d)
Skyeward Bound Ranch is a 501(c) (3) licensed authorized organization giving to Diamond Wishes Children’s Charity, a
non-profit organization in Dallas spreading joy and education to the lives of 700 students at St. Mathias School. Funds
from charitable bingo were used to prepare a school wall, for a mural, to purchase supplies to create the mural, and buy
educational toys and games, 30 soccer balls, 30 Frisbees, and to obtain 11 top computers with Internet access for the
school. There was a lot of excitement and hearty thanks at St. Mathias School!

Frankie Casseb Youth Literacy Club (FCYLC) is a 501(c) (3) licensed authorized organization. FCYLC has been able to provide
sizeable charitable distributions to elementary schools that are socially and economically challenged, where FCYLC contributions
will impact children’s literacy for numerous years. The attached picture from Larkspur Elementary School in San Antonio, Texas
features student council, the principal and representatives from the FCYLC organization. Larkspur Elementary used the $5,000
distribution to purchase additional Nexus
Tablets. These tablets allow students to
access electronic books, which, in turn,
should encourage them to read more using
the newest technology. And because of this
distribution, the principal was able to receive
Title 1 funds which in essence allowed the
school to double the number of Nexus Tablets
purchased. The student council presentation
of the Nexus Tablets and what it means to the
children was an extremely moving experience.
We know that bingo licensees have big dreams for changing the world for the better and working with organizations that are close
to your heart. The Charitable Bingo Operations Division Education Department would love to hear from you about
11
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your efforts to spread joy and change lives. Email your stories and pictures to bingo.services@lottery.state.tx.us.

