The store that sold winning $95M
Lotto Texas ticket is actually a
Montana fishing company

The manner in which the lucky ticket was purchased is connected with an
ongoing controversy in the Legislature over online playing of the state-run
lottery games.

lJohn C. Moritz
Corpus Christi Caller Times

AUSTIN — When the Texas lottery announced that someone won Saturday's
$95 million Lotto Texas jackpot, it said the ticket was sold at a store calle
Lottery Now in the North Texas suburbs.

It turns out, there's no such store called Lottery Now at the address that state
lottery officials posted for the outlet on its website when it announced that the
winning ticket was sold. And there are no stores called Lottery Now in Texas.

The manner in which the lucky ticket was purchased is connected with an
ongoing controversy in the Legislature over online playing of the state-run
lottery games in Texas. Whoever had purchased the ticket used an app for a
"courier company" that sells tickets by way of computer or smartphone.

The so-called courier companies buy the tickets they sell to app-usinf players
from Texas Lottery Commission-approved retailers who operate traditional
"brick and mortar" establishments. The somewhat cumbersome process is
needed because the three-decade-old statute that established the state lottery
forbids selling tickets on the phone.

At a legislative hearing early in the session, several lawmakers said the lottery
commission and the courier companies are essentially doing a two-step to get
around state law, and a provision is pending in the proposed state bud%et that
would make clear that tickets could only be sold during a face-to-face purchase
inside an approved retail establishment.

The store that sold Saturday's ticket is listed in state records as Lottery Now in
a strip mall in Colleyville, about 16 miles northeast of Fort Worth. The strip
mall, according to an online search of its address, contains a massage center,



an acupuncture clinic, a party-supply outlet and a few other shops. But no
Lottery Now.

Texas Lottery Director Gary Grief told the USA TODAY Network on Tuesday
that the retail outlet is actually called Hooked on Montana, which operates a
tour guide business that specializes in booking extended fishing trips to the
Mountain State.

"You won't find a Lottery Now there," Grief said. "That's just how they're registered."

Richard Wheeler, who owns the tour guide company and the retail outlets it operates, said in a
phone interview that he started several lottery courier outlets as spinoffs of his original company
and now operates in 16 states. And he's hoping to expand his footprint in Texas, unless
lawmakers force the Texas lottery to sever ties with courier companies.

Wheeler said his business operations are not nearly as nefarious as critics of the practice tend to
describe it.

"It is literally like you texting me saying, 'Can you get me 10 tickets for the big drawing
tonight?"" he said. "We are providing a convenience for players who don't want to have to go get
cash and then go down to the store."

Rob Kohler, a consultant for the Christian Life Commission of the Baptist General Convention
of Texas who has been lobbying the Legislature to expressly forbid any form of online lottery

ticket sales, said the courier companies and the lottery commission are spinning a false narrative.

"When you look at the media coverage, people in the state are being led to
believe that the winner is from that area and bought the ticket at this so-called
retail store in Colleyville," he said. "What's not being made clear is that's not
the case. These tickets are sold through an internet gambling company that
there's no telling where the winner's from."

Wheeler, whose compan% does not get a share of the jackpot prize for selling
the winning ticket, said the buyer has been notified of having the winning

ticket, but he is not sure when the prize will be claimed.

The $95 million jackpot that was won Saturday was the largest available
jacklpot in a state-run game in the country. It was the largest jackpot in Texas
in almost 13 years.

John C. Moritz covers Texas government and politics for the USA Today
Network in Austin. Contact him at jmoritz@gannett.com and follow him on

Twitter @JohnnieMo.
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Syndicates are spending millions of dollars on Texas’ lottery to
beat out everyone else

Watchdog Dave Lieber delves into that winning Colleyville ticket and
wonders: Should you be allowed to order lottery tickets with a smartphone
or computer?

By Dave Lieber

10:01 AM on Apr 27, 2023

This store in Colleyville gets credit for selling the winning ticket with a $95
million Lotto Texas prize on April 22, 2023. Yet nothing out front
advertises that a lottery store is inside.(Dave Lieber)



LISTEN

Headlines across Texas shouted the news: $95 million lottery ticket sold in
Colleyville, Texas.

If you heard the news about last week’s Lotto Texas winner, you probably
imagined a Colleyville resident walking into a convenience store and buying
one or more Lotto Texas tickets and then getting super lucky.

A Watchdog investigation shows how that’s not exactly how it went down.

Related:Check vour lottery tickets, North Texas. A local winner worth $95

million was just drawn

First off, there’s no convenience store. But there is a storefront in a strip
center on Colleyville Boulevard called Hooked On MT, a Montana-related
fishing company. That’s the retail lottery store. Nothing on the front of the
building would indicate that lottery tickets are sold inside. No sign, no
window stickers. Nothing.

Yet from this location in the three days before the April 22 drawing, the sale
of $11 million worth of Lotto Texas tickets were handled. That, by far, led
the state as the No. 1 sales outlet.

One of those $1 tickets was the winner. Under Texas law, the winner’s name
does not have to be made public. So far, it hasn’t been.

Lottery Now store

When The Watchdog visited the storefront this week, I met the boss, Kevin
Kramer, chief executive of Lottery Now, the parent company that operates
the lottery website, Mido Lotto. He also owns the Montana fishing
company, which shares quarters with the lottery outlet.

Most of the sales, he told me, “came through our store to a customer who
found us. .... For anyone looking to purchase large volumes of tickets, we
are one of several retailers.”

The Watchdog believes it’s important to know that when you buy lottery
tickets, you're not only competing against every Tom, Dick and Harriet. You
also could be competing against large syndicates that order millions of
dollars worth of tickets, thus giving them far better odds of winning large
jackpots, as was the case here.



In lottery lingo the syndicates are called purchasing groups.

In a statement, Texas Lottery executive director Gary Grief said the
extremely high jackpot “generated significant interest and participation by
purchasing groups to buy large quantities.” He called this “a new dynamic”
in lottery sales.

The groups’ interest in the drawing sent sales “through the roof,” Grief said.
“It appears the winning ticket was likely bought by one of the purchasing
groups.”

He added, “While there is no prohibition on these types of purchases, it
certainly generated unprecedented growth over the last few days of the
jackpot run.”

This last sentence about no prohibition startles The Watchdog. State law
declares that a person commits a felony “if, for financial gain, the person
establiches or promotes a group purchase or pooling arrangement” and the
organizer retains a portion of the prize money.

Why wouldn’t this ban apply to Internet lottery comp anies that levy a
service charge on ticket sales? The Watchdog asked Grief about this in an
email. For this one question, 1 did receive an answer. (All my other
questions put to the Lottery Commission this week were ignored.)

Lottery spokesperson Lauren Callahan wrote back that state law “does not
prohibit group purchases.” She then repeated the law, which I summarized
above. What about service charges? I asked. No answer.

$26 million in group sales

I asked the commission about its stunning sales figures. In general, almost
all recent sales for each Lotto Texas jackpot came in around $1.5 million
per draw. But for the final draw on April 22, that haul jumped to $28
million, of which roughly $26 million came from group sales.

This attention to group sales could not come at a worse time for private
companies that operate their own websites and help in the sale of lottery
tickets. These companies are called “third-party couriers,” and critics say
they help non-Texans order Texas lottery tickets online through phone or
computer.




Senate Bill 1820 in the Texas Legislature would put a hurt on these outside
companies. The legislation would ban the use of smartphones, apps and
internet orders to buy or help buy tickets. The bill passed the state Senate
and is now in the House,

Related:Texans can play lottery from their phone on new platform backed
by Cowbovys, other teams

Phone sales for lottery

How did these companies spring up? A longtime rule under state law is that
ticket buyers must purchase in person and buy their tickets over the
counter.

But in 2020, during the pandemic, the lottery changed its rules (without
legislative approval). Suddenly you could order tickets, sometimes, even
though it’s not allowed, from anywhere in the world by phone and
computer.

Some of these sites could operate without regulation, organize group
purchases, and tack on a service charge.

They pull this off because they are the middleman who align themselves
with a retailer inside the state who registers with the lottery.

Grief, the Texas Lottery director, has said his authority stops at the lottery
terminal, and his agency is not required to police out-of-state companies.

Advertisement

Related:Texas Lottery crashes throush a barrier: The first scratch-off in
U.S. for $100

Traced to Malta

Rob Kohler, a former Texas lottery executive who 1S now a lobbyist for the
Baptist General Convention of Texas, has researched owners of high-tech
lottery companies with Texas ties. He traced one company’s primary
ownership through various companies all the way to Malta, considered one
of the premiere gambling nations in the world.

Kohler told me the top seven retailers selling the most tickets in the April
22 draw all have highly popular websites.



At the top of that list: Lottery Now, Colleyville, Texas.

From inside that storefront, CEO Kramer says he sells Montana fishing
souvenirs and refers people to Montana fishing outfitters. He told me that
the more money that comes into the state lottery, the greater the benefit to
lottery money recipients — veterans and education.

Lottery gadfly Dawn Nettles, the first to write about the $95 million jackpot
on her LottoReport.com news website, says her concern is that “hundreds
of millions of dollars of Texas money has been sent out of state to fund
Powerball and Mega Millions jackpot winners in other states.”

The question before members of the Legislature in the coming weeks is how
far will they go? Will they allow phone, app and computer purchases? Or
will they override lottery rules and ban them? Can non-Texans legally buy
tickets?

Better decide quick. This week Lottery.com revealed plans to sell Texas
lottery tickets in a place that’s 1,900 miles from Dallas.

The Dominican Republic.

Test your consumer |Q for a chance fo win the Dave Lieber Book Collection,

Take the property tax quiz below(Statt)



Take the property tax quiz
here: htips:/ /www.dallasnews.com/ help/are-you-smarter-than-
the-average-d-fw-consumerj‘:);art-ii /
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Become a citizen of Watchdog Nation.
Join Dave Lieber and learn to be a super-consumer.

Watchdog newsletter: Sign up for The Watchdog’s FREE weekly
newsletter to keep up: click here.

Subscribe: PLEASE support The Watchdog’s brand of
straightforward journalism designed to save you time, money
and aggravation. Treat yourself to a digital subscription (and make him
look good!) by visiting https:/ /dallasnews.com/subscribe

Advertisement

Watchdog Home Page: You can’t afford to miss The Watchdog’s two
reports each week. Follow our latest reporting always at The
Watchdog home page which features all recent columns.

Watch this free training video from
Dave: https://voutu.be/ uhUEUCNKGic

Facebook: Connect with The Watchdog on our Facebook group. Search
for “DallasNews Watchdog Posse.”

The Dallas Morning News Watchdog column is the 2019 winner of the top
prize for column writing from the National Society of Newspaper
Columnists. The contest Judge called his winning entries “models of
suspenseful storytelling and public service.”

Advertisement
Read his winning columns:

* Helping the widow of Officer J.D. Tippit. the Dallas police officer killed by
Lee Harvey Oswald, get buried beside her late husband

* Helping a waitress who was harmed by an unscrupulous used car dealer




Dave Lieber. DAVE LIEBER is “The Watchdog” investigative columnist for
The Dallas Morning News who fights for his readers and exposes bad
practices in business and government. A judge in a national columnists
contest called his winning entries "models of suspenseful storytelling and
public service."

davelieber@dallasnews.com /dave.lieber @DaveLieber https://www.linked
in.com/in/davelieber1/
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TEXAS BUREAU

Lottery app representatives push back
against suggestion they are skirting Texas
law

A state Senate panel is considering a measure that would end lottery app ticket sales in Texas.

John C. Moritz
Corpus Christi Caller Times
Published 6:01 a.m. CT March 28, 2023 | Updated 12:35 p.m. CT March 28, 2023

Editor's note: This story has been updated to make clear that Jackpocket has been operating in
Texas since 2019.

AUSTIN — A representative of a company that has developed a smartphone app allowing Texas
lottery players to purchase tickets online told a legislative committee Monday that the practice does
not make an end-around on the state law that prohibits playing the state-run games using the
telephone.

"I call this company a company of convenience, just like Uber or DoorDash," said J ay Stewart, an
Austin attorney who represents the online lottery company, Jackpocket. "It allows those people that
can't make it out to their local retailer an opportunity to play something which they're legally allowed
to do."

Stewart was testifying against Senate Bill 1820, which would effectively direct the Texas Lottery
Commmission to prohibit companies like Jackpocket from selling tickets for such drawing-based
games as Lotto Texas, Mega Millions and Powerball by using apps. During a meeting of the Senate
Finance Committee last month, the lottery's executive director said the agency was powerless to stop
the app developers, known in the industry as "courier companies,” from doing business in Texas.

Jackpocket has been operating in Texas since 2019, but lottery-related courier companies' activities
received a publicity boost when a company called Jackpot.com announced in January that it had
developed a lottery app for the state. Several professional sports franchises issued statements in
support of the announcement.

But state Sen. Bob Hall, an Edgewood Republican, said he filed his legislation after the Finance
Committee hearing because even though internet communication was not contemplated when the
lottery was created in the early 1990s, lawmakers made clear their desire to make ticket purchasing a



face-to-face experience.

Stewart said Jackpocket purchases tickets in face-to-face transactions at authorized lottery retailers.
But those who make the purchases do so on behalf of app users. He likened the process to someone
buying tickets on behalf of family or friends.

Hall said he was unconvinced by the analogy. If lottery officials believed a formal system could be
legally established for third-party users, he said, "then why in the world (doesn't) the Lottery
Commission just do it themselves?”

Bishop Woosley, a former executive director of the Arkansas lottery and now a consultant for various
state lotteries around the country, said courier companies operate in about 15 states and have
brought in about $250 million in revenue to Texas. He said Texas could expect to collect about $550
million by 2025.

More: Lottery tickets now sold online in Texas, but the legality of the practice is questioned

The Senate State Affairs Committee, which heard the testimony, took no action on SB 1820 but may
do so in a later hearing. However, the Senate Finance Committee, which is crafting the state budget
for the two-year cycle that begins Sept. 1, included a provision called a "rider" in the lottery's budget
to make clear that the prohibition on phone sales also applies to internet and app sales.

The final version of the Senate's budget has not yet been finalized by the Finance Committee. The
House is also working on its version, so it remains unclear whether the rider will survive once both
chambers reconcile their versions of the budget.

John C. Moritz covers Texas government and politics for the USA Today Netfwork in Austin.
Contact him at jmoritz@gannett.com and follow him on Twitter @JohnnieMo.
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TEXAS BUREAU

Retailer that sold winning Lotto Texas ticket
racked up $11M in sales over 3 days

The whopping spike in ticket sales at a single outlet prompted the lottery to send investigators to
make sure all laws were being followed.

John C. Moritz
%P Corpus Christi Caller Times
Published 6:03 a.m. CT April 27, 2023

AUSTIN — The store that sold the Lotto Texas ticket for Saturday's $95 million jackpot sold nearly
$11 million worth of tickets in the days leading up to the drawing.

That eyeropping figure prompted the state-run lottery to send a team of investigators to make sure
everything was on the up-and-up, Lottery Executive Director Gary Grief said in an interview
Wednesday. The investigators came away satisfied all rules and laws were followed, Grief said.

"It's not unusual for us to send investigators to visit with a retailer after one of these large jackpots
are won," Grief said. "We make sure that the terminals (that generate the Lotto numbers) are in
public view and that they are following all of the rules in our statute. We found that they were."

Saturday's ticket was sold at a nontraditional retail outlet in the Fort Worth suburb of Colleyville and
was likely part of a bulk purchase of lottery tickets, Grief said. The store is called Hooked On
Montana, a tour guide company that books fishing trips to the Mountain State.

The store is considered a lottery courier company, which is a relatively new phenomenon whereby
apps are used by players to purchase tickets for a variety of drawing-based games in numerous
states, including Texas. In Texas, a representative of the courier company then makes the purchase
on the player's behalf at an authorized lottery retail outlet to stay within the bounds of state law.

More: The store that sold winning $95M Lotto Texas ticket is actually a Montana fishing company

Richard Wheeler, the owner of the tour guide company, said Hooked On Montana uses an app for
the multistate games Powerball and Mega Millions, but not for Lotto Texas. Asked how one retail
outlet in a Colleyville strip mall was able to process nearly $11 million in in-person ticket sales
during the three-day runup to Saturday's drawing, Wheeler credited advanced technology.

"Like all couriers, we have multiple terminals in the store and have a process for securely purchasing



tickets from those terminals at volume using either QR code play slip technology that is available to
all players in the Texas Lottery app and/or by printing play slips," he said. "The process can scale
more than you might think, having matured across multiple jurisdictions."

The $10.97 million in sales at Hooked On Montana made it the state's largest Lotto seller for those
three days. The next two largest: Luck Zone in the Austin suburb of Round Rock with $8.15 million
and Lottery.com in the Spicewood community, also near Austin, with $5.6 million.

Grief said both outlets are also courier companies, and the sales were likely powered by bulk
purchasers.

“Sales for last Friday and Saturday were through the roof, with the vast majority of the buying
activity focused at those retailers who appeared to be selling to various purchasing groups," Grief
said. "In fact, it appears that the winning ticket was likely bought by one of the purchasing groups."”

Grief said "there is no prohibition on these types of purchases," but he acknowledged that the
growing use of app-developing courier companies is under scrutiny by state lawmakers because the
law that established the lottery in 1991 expressly forbids selling tickets by telephone.

More: Lottery app representatives push back against suggestion they are skirting Texas law

"The lottery courier business model is not contemplated by current Texas law and is now being
examined closely by the Texas Legislature,” Grief said. “It is also possible that some of the lottery
couriers operating in Texas assisted various purchasing groups in purchasing large quantities of
tickets, particularly in the last few days leading up to last Saturday’s drawing.”

The $95 million prize was the largest Lotto Texas jackpot since the $97 million pot that was won in
May 2010. Saturday's prize, which had not been claimed as of Wednesday afternoon, had been
building since mid-September. A Lotto Texas winner has 180 days from the drawing date to claim
the prize.

Grief declined to categorize his sending two lottery security officers, who are licensed peace officers,
to the Colleyville outlet as an investigation that would require a formal report.

Wheeler, without commenting directly on the "visit," said he understands that the growth of courier
companies has caused some concern in the Legislature.

"We do get the scrutiny that the model is going through in Texas," he said.

John C. Moritz covers Texas government and politics for the USA Today Network in Austin.
Contact him at jmoritz@gannett.com and follow him on Twitter @JohnnieMo.
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INVESTIGATIONS

How a pop-up ticket vendor with financial
troubles aided in a surefire Texas lotto win

Texas Lottery tickets were photographed in studio to represent a story about a scheme to play every

possible combination of numbers eventually leading to a winning ticket on April 26, 2024.
Christopher Lee / Staff photagraph

By Eric Dexheimer, Staff writer
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o guarantee itself a $95 million Lotto Texas jackpot last spring, o

mysterious New |ersey company called Rook TX had three days to
accumulate more than 25 million lottery tickets representing every possible
winning combination. Nearly all those tickets were sold by only four outlets,
raising questions about how the stores on short notice could process and
print — as required by Texas law — the sheer volume needed to pull off the

operation.

As detailed in a Chronicle investigation, one store, Lottery Now, in Colleyvilie,

sold 11 million tickets in the 72-hour sales period leading up to the April 22,
2023, draw — 153,000 per hour. The outlet, which on the outside had no
indication it sells lottery products, displayed a pattern of preparation leading

up to the draw suggesting it anticipated a massive order.

INVESTIGATIONS: How someone stacked the odds in their favor to win a

595 million Texas Lottery jackpot

Now there is evidence of a similar pattern at two of the other outlets that
sold most of the tickets for the draw. In essence, both acted as pop-up
retailers for a single, extremely unusual lottery game. The two companies,
ALTx Management, in Waco; and Lottery.com, in Spicewood outside of

Austin, have family and business ties.

With the exception of about $200, ALTx Management's entire $1,140,775 in

Texas lottery sales last year were for the April 22 draw, records show.



ADVERTISEMENT
Article continues below this ad

Lottery.com effectively had been out of business since July 2022 when, beset
by financial and regulatory problems, the company furloughed most of its
staff. Named chief executive officer in October 2022, Sohail Quraeshi flew to

Austin to tour Lottery.com’s facilities.
“| saw a bonafide, certified shit-show,” he said. “There was nothing but o
room with three terminals in it. They were unplugged. There was no cash

register.” Quraeshi left the company in February 2023.

Two months later, Lottery.com suddenly roared to life for the April 22 draw,



when it sold and printed about 5.6 million Lotto Texas tickets in the three

days preceding the draw.

Then it stopped. Apart from its April 22 lotto sales, the company sold $25-
worth of ather lottery tickets in 2023, records show. Its retail license expired

in November, the lottery commission said.

Several ofLottery.com’s former corporate officers, meanwhile, have been

under investigation by federal authorities for financial irregularities.

According to a published report and pubilic filings, an internal company dudit

also found the company may have conducted illeaal lottery sales.
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Article continues below this ad

That history raises questions about how rigorously the Texas Lottery
Commission exercised oversight of a lotto draw in which a small handful of
companies appear to have assisted a single player secure a guaranteed

jackpot in a state-sponsored game of chance.

28 million tickets

The Texas Lottery Commission has stressed no laws or rules were broken in
the April 22, 2023, Lotto Texas game. Nothing prohibits a player from

purchasing every combination to guarantee a jackpot win. Nor is there any



statute preventing licensed retailers from selling tickets to someone aiming to

accomplish that.

Until recently, such an operation would have been virtually impossible to pull
off. The introduction of new technology has made quickly buying lottery

tickets in volume feasible.

While most Lotto Texas games sell about a million tickets, the April 22, 2023,
draw sold more than 28 million. Two months later, Rook TX LLC, a Delaware
corporation, claimed the top prize for matching all six numbers, a one-time

payment of $57.8 million.

ADVERTISEMENT
Article continues below this ad

But it was the second-place, 5-out-of-6-correct-number winners also
claimed by Rook TX that mathematicians said strongly indicated the
company had purchased all 25.8 million combinations to ensure a jackpot
win. The 288 winners equaled the total possible combinations. The company

would have cleared about $20 million, a tax expert calculated.



READ MORE: Math experts explain the calculations involved in a surefire

Texas lottery win

Ticket sales for the draw were overwhelmingly handled by only four state-

licensed outlets. Together, records show Lottery Now; Luck Zone, in Round

Rock; Lottery.com; and ALTx Management sold more than 30 percent of all

tickets for the game.

The lottery commission has said the tickets were purchased in-person. But

according to records, all four of the companies also have partnered with so-

called courier companies, which allow buyers to order and pay for lottery

tickets online. State law requires tickets to be purchased at brick-and-mortar
retail stores. So the companies deploy couriers to pick up the tickets at

licensed outlets and send a digital copy to their online customers.

Some courier companies have further compressed the process. By either
having their own offiliated state-licensed retail outlet, or partnering with one,

the online companies can take orders and print tickets at one location.

The developments have concerned Texas lawmakers, who worry the ease
with which large volumes of tickets can be acquired from afar enables
irresponsible gambling and violates the intent of the state’s lottery rules. But
the courier companies also drive lottery sales, and an effort last year by

legislators to ban them failed to pass.

'‘Breaking the law in 42 different
ways'



The Lottery Now outlet, outside of Fort Worth, sold the most tickets for the
April 22 lotto drawing, state records show. The store’s sales record was
unusual. Virtually all its 2023 sales were concentrated in just two lotto
draws: April 15, when Rook TX claimed a statistically unlikely humber of 5/6

winners; and the big jackpot draw a week Iater.

State records show the Colleyville store began the year with only a single
state-sanctioned lottery terminal to print tickets. By the time sales for the
April 22 lotto game began, it had added another dozen terminals. Ten days
after the $95 million jackpot game, it returned all but three of them. Lottery

Now executives did not return email and phone messages.

Two of the other companies that provided the vast majority of tickets for the

April 22 Lotto Texas draw are connected.

ALTX Management was first ficensed as a Texas lottery retailer in January
2017. Texas Secretary of State records show ALTx's founder and only
director is Nur Ali. A person with the same name and address has partnered
in business ventures with Amar Ali, ¢ Dallas lawyer. Amar Ali is
shareholder in, and corporate counsel to Lottery.com, Neither returned phone

calls.

Quraeshi, Lottery.com’s former CEQ, said the two courier companies also
have had a business relationship. He said ALTx had an exclusive contract to

process Texas ticket sales for Lottery.com.

Founded in 2015, Lottery.com has had o tumultuous history. The company

went public in 2021. But an early earnings report overstated its revenue,

according to public filings, and the company’s fortunes — and stock price --




plummeted.

An internal company investigation the following year uncovered “instances of

non-compliance with state and federal laws concerning the state in which

tickets are procured as well as order fulfillment” public filings show.

A report by Bloomberg Tax explained Lottery.com had improperly printed

more than 500,000 tickets sold in other states at its Texas facility. That could
violate out-of-state purchase laws and deprive the state in which the sale

occurred of sales revenue, as well ds any taxes from winnings.

“We are breaking the law in 42 different ways,” a board member said at a
june 2022 meeting, according to a transcript reviewed by Bloomberg-Tax. A
spokeswoman for the Pennsylvania Lottery, one of the states reportedly
harmed, said it was “aware of the allegations” but declined to comment

further.

After another audit of Lottery.com’s books found troubling accounting
problems, the company fired its top executives. In late July 2022 Lottery.com’s
board disclosed it had insufficient funds to support its operations “dueto a

significant misstatement of our cash balances,” and effectively shuttered the

husiness.

NASDAQ announced it was initiating delisting proceedings agdinst

Lottery.com in February 2023. The company appealed, and a hearing was
scheduled for two days after Texas's $95 million lotto drawing. The company

still trades on the exchange.

"Lottery.com and its retail partner operate under the jurisdiction of the Texas



Lottery Commission,” a Lottery.com spokesman said. “The company's Texas
operations have beern independently reviewed on more than one occasion
and determined to be operating within the guidelines of all state of Texas

and federal lottery and gaming laws."

Texas Lottery Commission
maintains legality

It is unclear how much the Texas Lottery Commission knew or cared about

Lottery.com’s difficulties. A recent in-depth audit of the agency’s operations

described its governor-appointed board as “g largely passive group”

detached from the commission’s day-to-day business and rule-making.

Although Lottery.com’s financidal filings describing its business bumps were
public, a spokesman for the state agency, Steve Helm, said it had been
unaware of the company’s improper lottery sales but declined to comment
further. In documents and in testimony to legislators last year, then-Executive
Director Gary Grief stressed the lottery commission had no regulatory

authority over the courier companies.

Yet it does exercise oversight of retail outlets that sell lottery tickets, which
must be licensed and are subject to agency rules. One rule calls for all outlets
to be open and accessible to the public. Another prohibits retailers from

being solely in the business of selling lottery tickets.

Lottery.com’s retail location on West State Highway 71 in Spicewood was
licensed in November 2019. A spokesman for the lottery commission said:
“Texas Lottery does not specifically track retailers' non-lottery business

activities. However, when applying for a retailer license, applicants must



certify compliance with the State Lottery Act, which prohibits engaging in

business exclusively as a lottery sales agent.”

Based on what he saw in late 2022, Quraeshi said the office would not have
met those requirements. “It was a nondescript location not selling anything,”

he said. “If you drove by it you wouldn't pull over.”

May 7, 2024

Eric Dexheimer @ ®

INVESTIGATIVE REPORTER

Eric Dexheimer is a member of the Houston Chronicle’s investigations team. He can
be reached at eric.dexheimer@houstonchronicle.com.

Eric covers a wide variety of beats, from criminal justice to education to politics. He
has also written about surveying history and recreational explosives.

Prior to working at the Chronicle, he worked for the Austin American-Statesman, alt-
weeklies in Denver and Portland and daily and weekly newspapers in New York. He is
originally from Batavia (Exit 48, NYS Thruway).
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Texas lotteries might

not be as fair as you
think

If the numbers work out in their favor, investors
can legally buy all the possible outcomes, leaving
anyone winning through luck with only half the
jackpot.

By Aislyn Gaddis | July 33,2024 114 pm
Business & Your Maney,
Texas Standard Original

" Renee Dorhr'nguez /KUT News



A lottery is known as a chance for anyone to
strike it rich, but it also might now be an
investment opportunity for those with enough
disposable income.

In April of last year, the Lotto Texas jackpot sat at
$95 million, and someone did the math: At a
dollar a ticket and only 26 million possible
winning numbers, they could game the system.

According to a Houston Chronicle investigation,
the Texas Lottery Commission not only knew
what the person was doing, it helped them.

Eric Dexheimer, an investigative reporter at the
Chronicle, joined Texas Standard to discuss.
Listen to the interview above or read the
transcript below.

This transcript has been edited lightly for clarity:

Texas Standard: So buying all possible numeric
combinations for a lottery drawing is not against
the rules here in Texas, but how does it work
logistically? How does someone go about
purchasing 26 million lottery tickets?

Eric Dexheimer: Well, historically, it's been a real
logistical challenge. You had to employ kind of an
army of people to go out, fan out to convenience
stores and buy as many tickets as each store
could process. More recently, there have been
some developments like these app companies
which sell tickets online to facilitate buying.



In this case, what happened is that the buyer
worked with four outlets in Texas that ordered a
bunch of state lottery terminals so that they
could process as many tickets as they needed to
over the 72-hour period between lotto draws.

So the Texas Lottery Commission didn’t only
know this was happening because of the actual
ticket sales, but they actually assisted the sales,
and, in part, it’s with those terminals you
mentioned. Can you explain more about that?

Sure, so lottery tickets have to be entered and
printed out on state equipment, and so most
~outlets have about one of these machines,
maybe two. On April 19, which is when the last
lotto drawing ended and sales for the next one
were to begin, they received several large orders
for terminals to be delivered to these four
outlets, and they were unusual in their size.

One of them asked for ten extra machines,
another asked for five and another asked for a
dozen, so those were really unusual rush orders
for state equipment. The only reason they would
have one of those is so they could print out an
unusually large number of tickets. Most lotto
sales have about 1 to 2 million. This one had 28
million.

Alright, so people have got to be curious, who
are these people doing it? In Texas, for jackpots
over $1 million, winners can remain personally
anonymous. In this case, a New Jersey company
called Rook TX collected the payout. Do we



know anything about them?

Well, Rook TX was formed about two weeks
before the payout was collected in June of last
year, so about a year ago. They were formed as a
Delaware corporation. They have a registered
agent in New Jersey, and that’s really all we know
about them. As you say, members of that LL.C can
remain anonymous.

Well, I mean, gosh, | think people think, “God,
this just doesn’t seem fair” to have to play
against folks like this gaming the system. |
understand similar situations have happened in
Virginia and Massachusetts. Both resulted in
rule changes. Do you think we should expect
that here in Texas?

Well, you're right that it’s a little bit deceptive. I
someone has purchased all numeric
combinations, then the rest of us playing the
lottery are, at best, going to tie for first, right? It's
a split jackpot, so it’'s a deceptive number that
we're playing for.

There were two instances - one in 1992 and the
other starting in the early 2000s - in Virginia and
Massachusetts, respectively, where people
figured out either mathematical advantages or, in
the Virginia case, purchased all combinations.

There were some rules in place that facilitated
that in Virginia at the time. You could print out
your tickets at home, and the number of numeric
combinations was relatively small, so the price of



buying up the entire lottery was pretty

cheap. Since then, you're right - both
Massachusetts and Virginia have instituted laws
to prevent that sort of thing.

In Virginia, for example, the only way you could
get extra terminals like the outlets here in Texas
was to demonstrate that you had sales that
deserved those extra terminals. That is, you need
them because of prior sales. In Texas, the outlets
that sold those had sold no lottery tickets up until
the April 19 drawing.

And the Massachusetts official told me when
they changed their rules, it was, again, this
perception of fairness that the everyday person
playing the lottery has to be confident that they
are in a game with a level playing field, even with
people who have millions of dollars to spare.

If you found the reporting above valuable, please
consider making a donation to support it here.
Your gift helps pay for everything you find

on texasstandard.org and KUT.org. Thanks for
donating today.
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Near belly-up lottery app company wants to
sell Texas game tickets in Dominican
Republic

In July, Lottery.com told the SEC it was on the verge of collapse. Now, Texas lottery officials and
state lawmakers are wondering if its plans for a comeback are even legal.

John C. Moritz
Corpus Christi Caller Times
Published 6:02 a.m. CT May 3, 2023

AUSTIN — A lottery app company that nine months ago told federal regulators it was in
noncompliance with numerous laws and regulations and could not meet its $425,000 payroll — and
later went dark — resurfaced in April and almost immediately generated the third most ticket sales
for the recent $95 million Lotto Texas jackpot.

And last week that company, Lottery.com, which is based in the Austin suburb of Spicewood and
recently overhauled its management structure, unveiled plans to “supply” tickets for Texas lottery
games to retailers in the Dominican Republic.

Lottery.com’s new chief executive officer, Mark Gustavson, said in a news release the rescue of the
company once on the brink of extinction was a “testament to the resilience of both our operational
alacrity and our people.” But the announcement about selling to the Dominican Republic took aback
the Texas Lottery Commission, state lawmakers and civilian watchdog organizations. And the
commission that oversees the state-run games could not say with certainty that Lottery.com's plans
fall within the confines of state law.

"We were (as) completely surprised by that press release as anyone else," lottery commission
Executive Director Gary Grief told the USA TODAY Network,

Lauren Callahan, the lottery's director of media relations, was more expansive. The company's
announcement, she said, raises more questions, and concerns, than it provides answers.

More: Lottery tickets now sold online in Texas, but the legality of the practice is questioned

"If Texas Lottery tickets are being sold (or resold) in the Dominican Republic, there are many
potential legal issues under Texas and federal law," Callahan said in an email. "Some of these issues



i)

are within the Commission’s jurisdiction and some are not. At this point, we cannot say whether this
activity violates any rules or statutes, but we will be monitoring this situation closely going forward.”

The rise of lottery courier companies

Lottery.com is among a growing fleet of companies that use computer and smartphone apps that act
as go-betweens for lottery players and retailers authorized to sell tickets for such drawing-based
games as Lotto, Pick 3, Mega Millions and Power Ball. The so-called courier companies operate in
numerous states and foreign countries, and the Texas Lottery Commission has said it has limited
authority to regulate them.

More: The store that sold winning $95M Lotto Texas ticket is actually a Montana fishing company

However, a bill that passed the Senate and is awaiting action in the House would make clear such
apps run afoul of the lottery-establishing statute that prohibits selling tickets using a telephone.
State Sen. Bob Hall, the Rockwall Republican carrying the measure, said that the move toward
offshore sales of game tickets is a consequence of the lottery commission's failure to slam the door
on the courier companies from the outset.

“This just serves to show the importance of ending the practice of using phones, mobile devices or
the internet to sell tickets to the Texas lottery,” Hall said. "The Legislature never intended to allow
the sale or purchase of lottery tickets to be out of the control of the regulation of the state. Lottery
commission changes in rules allowing for this to happen were wrong ... and we are beginning to see
the consequences of what they have allowed.”

The $95 million April 23 Lotto jackpot was the largest for a Texas-based game in 13 years and served
to demonstrate the purchasing power of courier companies. According to sales figures provided by
the lottery commission, of the top 10 ticket-sellers in the days leading up to the drawing, at least
eight of them were from outlets affiliated with courier companies. The winning ticketholder who
purchased from a courier company has not come forward as of Tuesday.

Under state law, tickets must be sold in person by authorized retailers. Many couriers set up their
own retail outlets or enter into a partnership with existing retailers. In the three-day run-up to the
jackpot-winning drawing, Lottery.com sold $5.6 million worth of tickets, trailing only the Luck Zone
in Round Rock with $8.1 million and Lottery Now, which operates under the name Hooked On
Montana, with amassed sales of nearly $11 million.

Statewide, $138.2 million worth of tickets were sold during those three days.
More: Gov. Greg Abbott: Sports betting just a form of entertainment’

According to the North American Association of State and Provincial Lotteries, players in the United
States purchased more than $98 billion worth of lottery tickets in 2021. A Forbes magazine report in



J anuary said that figure was more than twice as high as the total amount spent that year at slot
machines and table games in every casino in the country.

Lottery.com's sudden collapse

In an upbeat announcement in May 2022, Lottery.com boasted that sales for that year's first quarter
had increased almost four-fold from the same period one year earlier. Profits also soared from $2.5
million to $18 million and the company's then-CEQ predicted confidently that the figures "position
us well for future growth.”

But by July 29, Lottery.com said in a filing with the U.S. Securities and Exchange Commission that
its governing board had "determined that the Company does not currently have sufficient financial
resources to fund its operations” and that there was "substantial doubt about the Company’s ability
to continue as a going concern.”

In a follow-up filing less than three weeks later, Lottery.com told the regulatory agency that its
financial reports for 2021 and the first quarter of 2022 "should no longer be relied upon.” It also told
the federal agency that it had sacked the executive who had served as its president, treasurer and
chief financial officer after an internal review had determined the company had "overstated its
available unrestricted cash balance by approximately $30 million."

More top-level firings and resignations followed. The online industry newsletter,
iGamingBusiness.com, called the unrest within Lottery.com a "civil war.”

The company told the SEC in late November it had made several new hires for both the governing
board and at the executive level. Included in that filing was the resignation letter of its board
president, Richard Kivel, which contained the revelation that Lottery.com's chief compliance officer
was under FBI investigation and that executives had engaged in activities that "have put this
company in serious jeopardy and have caused the loss of important partners and top employees.”

Lottery.com denied Kivel's allegations in the SEC filing.

Reentering the lottery game

From December until April 25, Lottery.com essentially went dark, with its only public
announcements having to do with new partnerships being formed by its subsidiary, Sports.com,
which offers a range of services, including "e-gaming."” One of the partnerships was described as a
"branding and advertising" agreement with the state-owned Saudi Motorsports Co.

Key to Lottery.com's com's reentry into ticket-selling was the agreement reached with the
International Gaming Alliance to sell Texas tickets at about 1,000 retail outlets in the Dominican
Republic, which is on an island it shares with Haiti just off the southeast shore of Cuba and Jjust west



of Puerto Rico.

According to the U.S. Agency of International Development, the Dominican Republic has a
population of about 10 million and 30% of its people live in poverty. It ranks fifth from last among
Latin American countries "on reliability of police services," USAID said.

In the news release announcing its comeback, Gustavson, the new CEQ, makes passing references to
its monthslong turmoil without going into specifics, other than to say the company had been
shuttered for nearly nine months.

"We are now up and running again and able to supply tickets," Gustavson said in the release. "Our
production capacity through our retail partner network has tripled; and all machines and personnel
capacity has been ramped up to supply our customers."

Neither Gustavson nor anyone else responded to several emails seeking more details about the
company and how it had managed to go from the brink of financial demise to being able to sell $5
million worth of Lotto tickets over a three-day period.

Will the Legislature step up lottery oversight?

Rob Kohler, who lobbies against expanded legal gambling in Texas on behalf of the Christian Life
Commission of the Baptist General Convention of Texas, said a little-noticed rule change by the
lottery in 2020 that deleted the phrase that players must be "physically present at the

terminal" when they purchase tickets led to the proliferation of courier companies.

"The agency should have never gotten themselves in this position, and hopefully the Legislature will
put them back to the starting spot,” Kohler said. "But now, it's truly the wild, wild west out there."

Grief, the lottery's executive director, insists that the law as it stands now does not give the agency
authority to rein in courier companies as long as they meet the requirement that tickets are sold by
licensed retailers. But he also said that it is comparatively easy for a courier company to become a
licensed retailer.

Under the law, to obtain a license to sell lottery tickets, a person must pass a criminal background
check, pay the $125 license fee and operate an outlet that sells more than just lottery tickets. That
outlet cannot be a bar where alcohol is consumed on the premises, he said, but it can be a liquor
store that sells packaged beverages to go.

State Rep. Matt Shaheen, a Republican whose district stretches from north Dallas to the Collin
County suburbs, is working to guide the Senate bill that would govern courier companies through
the House before the legislative session ends May 29. He said he's troubled by the presence of online
sales, and by the offshore sale of tickets purchased by app companies.



"The inftent of the lottery was not to be a global lottery,” Shaheen said. "If (the lottery is being
transformed into a global enterprise), then we need to make legislative changes. They're clearly
deviating from the intent established decades ago, but we as legislators (today) need to clear all

that."

John C. Moritz covers Texas government and politics for the USA Today Network in Austin.
Contact him at jmoritz@gannett.com and follow him on Twitter @JohnnieMo.
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Lottery watchdogs: is there a way to beat the system?

By J.D. Miles, 12 hours ago

Narth Texan who runs lottery blog says she predicted the latest winner 05:03

COLLEYVILLE (CBSNewsTexas.com) — Lottery watchdogs say the April 23
$95 million Texas Lotto drawing should alarm state leaders and avid players
about a way they say syndicates can beat the system.

For the last 30 years, Dawn Nettles has played the Texas Lottery, written
about the Texas Lottery and scrutinized the Texas Lottery.

"Because | count every penny, and [ know how to figure sales," Nettles said.
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fair.
"They've lost all credibility with this latest incident,’ she continued.

Nettles predicted that last month's $95 million dollar jackpot would have a
winner and where the winning ticket had been purchased.

‘I knew that there was going to be a ticket sold because | computed and
saw what sales had to be," Nettles said.

That winning ticket was purchased in Colleyville at a place called Hooked on
MT.

It's billed as a souvenir store with no signs promoting lottery ticket sales.
Still, it was the biggest ticket seller in the state last week with $11 million in
revenue.

It's also the registered location of Lottery Now, which owns an app called
Mido Lotto, that allows people buy lottery tickets online through a third

party.
"So | knew that the apps were selling them," Nettles said.

Buying tickets directly online is illegal in Texas but there are a number of
apps using courier services to conveniently get around it.

The apps link ticket buyers and retailers with third party couriers who are
supposed to physically pick up the tickets from the retailer.

When sales of Texas Lotto tickeis skyrocketed over the weekend of April 22,
the top 10 retail sellers all just happened to also be lottery apps.

Netiles believes a conglomerate of investors, possibly outside of Texas,
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chosen for Saturday's jackpot which was way above average.

"The Texas lottery has confirmed that the coverage was 99.4%," Nettles said.
"That tells you that 99.4% of all combinations were sold that night, the only
way they can do that, coverage is normally 4%. The only way that can hap-
pen is if somebody buys up all the combinations.”

The Texas Lottery Commission even suggested Saturday night's winner was
a syndicate, saying in a news release:

i1 _the vast majority of the buying activity focused at those retailers
who appeared to be selling to various purchasing groups. In fact it
appears that the winning ticket was likely bought by one of the pur-
chasing groups.”

In a statement, the commission told CBS News Texas says tickets are sup-
posed to be sold at established retail businesses and:

I the lottery courier business model is not contemplated by current
Texas law and is now being examined closely by the Texas
Legislature. Legal and policy issues related to courier service are for
the Texas Legisiature to determine.”

The operators of Hooked on MT, where the winning ticket was sold, said that
all 11 million tickets were sold in person to customers at the Colleyville loca-
tion, which was closed both afternoons we drove by.

In a statement, the management also defended the use of apps, saying:
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Our app, Mido Lotto, and the app offerings of other couriers, only
benefit Texan consumers and Lottery beneficiaries, and we strongly
opposed any moves to prohibit the model.”

"I don't know how he could have any customers coming in to buy because
he doesn't have a lottery sign, who knows if he's selling lottery products?”
Nettles said.

Since the store that sells the winning ticket gets 5%, Nettles says the opera-
tors of Hooked on MT received $548,000 from the drawing.

That's money long time lottery retailers like Star Mart in Garland may have a
hard time competing to get in the future with out of state app operators
cleaning up.

Weekly lottery players like Mohammad Stanley wonder if it's worth buying
Texas Lotto tickets knowing what he's up against.

"That's not right, that's not fair, it's taking the money from people,’ Stanley
said.

A bill in the Texas Legislature would outlaw the courier services and has
passed the Texas Senate.

But the app-based lottery companies are lobbying hard to keep their thriving
business going.
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