Memo

Date: December 10, 2025

To: Oregon State Lottery Commissioners

From: Kris Skaro, rules and policy analyst

Subject: Inform re OAR 177-050-0037 (Retailer Responsibility for Scratch-it Tickets)
Background:

Lottery’s Scratch-it ticket rules currently allow retailers to not be billed for or to receive credit for stolen,
damaged, or destroyed tickets in some cases. However, the credit process is labor-intensive for Lottery
and retailers and typically results in small reimbursements. For example, we issued only three credits
last year for stolen tickets.

Proposed Rulemaking:

An internal workgroup recommends amending OAR 177-050-0037 to clarify financial responsibility for
tickets throughout the product’s lifecycle. The updated rule would clarify that retailers are financially
responsible for all tickets in their possession, except in cases of manufacturer defects or for tickets that
are damaged during shipment, delivery, or dispensing.

We anticipate minimal fiscal impact to Lottery and retailers. Removing the credit process will reduce
administrative burden—for instance, retailers would no longer need to file police reports or submit
notarized affidavits to qualify for partial credit for stolen tickets. Lottery staff would no longer need to
investigate reports of stolen tickets to determine whether the retailer qualifies for credit.

Next Steps/Enclosures:
Lottery has notified affected retailers and invited feedback through the end of January. | will report back
to the Commission in February once the comment period closes. A draft of the proposed rule and the

rulemaking notice are enclosed for your review.

Please contact me or Director Wells with any questions



DRAFT NOTICE OF PROPOSED RULEMAKING!

CHAPTER 177
OREGON STATE LOTTERY

FILING CAPTION: Clarifying financial responsibility for lost, stolen, defective, damaged, or destroyed
Scratch-it tickets

LAST DAY AND TIME TO OFFER COMMENT TO AGENCY: Jan. 30, 2026, at 5:00 p.m.

HEARING(S):

DATE: Tuesday, January 20, 2026
TIME: 10:00 a.m. to 12 p.m.
OFFICER: Kris Skaro

REMOTE HEARING DETAILS

MEETING URL: https://teams.microsoft.com/|/meetup-

join/19%3ameeting OWQOZGYxMWQtM2NkYy00OTZILWESNTMtZWNKY|NIZjlmY2My%40thread.v2/0?c
ontext=%7b%22Tid%22%3a%220aelelf5-ab37-4f6d-bcd7-
€6137e9ca556%22%2c%220id%22%3a%223b827009-5406-4870-9244-5875e6d0e3dc%22%7d

PHONE NUMBER: 971-323-0081

CONFERENCE ID: 35736893

SPECIAL INSTRUCTIONS:

Written comment can be submitted to Kris Skaro at lottery.adminrules@lottery.oregon.gov until 5 p.m.
on Friday, January 30, 2026.

The public may also comment at a virtual hearing over Microsoft Teams. Click the meeting URL above to
join online on your computer, tablet, or through the Teams app. You can also join by phone using the
call-in information above.

If you have questions about how to attend the hearing or comment, please contact Kris Skaro at
lottery.adminrules@lottery.oregon.gov or 503-540-1181.

NEED FOR THE RULE(S):

Lottery needs to amend OAR 177-050-0037 to clarify that retailers are financially responsible for all
Scratch-it tickets in their possession—including tickets that are lost, stolen, damaged, or destroyed—
except in cases of manufacturer defect or damage occurring during shipment, delivery, or dispensing.
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Background & Discussion:

Under the current rule, Lottery may credit or waive charges for Scratch-it tickets that are stolen,
damaged, or destroyed through no fault of the retailer. However, the credit process is time-consuming
for both Lottery staff and retailers and typically results in minimal financial reimbursement. For
example, Lottery issued only three credits for stolen tickets in the past year.

To reduce administrative burden, streamline operations, and clarify financial responsibility for tickets,
Lottery needs to amend OAR 177-050-0037 to eliminate the credit or non-billing option for lost, stolen,
damaged, or destroyed tickets. The revised rule would clarify that retailers are financially responsible for
such tickets, with limited exceptions like manufacturer defects and damage or destruction that occurs
during shipment, delivery, or dispensing. The rule will also be updated to specify timelines for:

o Returning defective or damaged tickets for credit.
o Reporting lost or stolen tickets so Lottery can mark them as ineligible for prize payment.

DOCUMENTS RELIED UPON, AND WHERE THEY ARE AVAILABLE:
Lottery reviewed the 2020 Lottery retailer contract and data on reported lost or stolen tickets, stolen

ticket affidavits, and stolen ticket credits issued to retailers. They are available upon request to Kris
Skaro at |ottery.adminrules@lottery.oregon.gov or 503-540-1181.

STATEMENT IDENTIFYING HOW ADOPTION OF RULE(S) WILL AFFECT RACIAL EQUITY IN THIS STATE:

Lottery does not have any reason to believe the proposed rule changes would affect racial equity in
Oregon.

FISCAL AND ECONOMIC IMPACT:

Lottery estimates amending OAR 177-050-0037 as proposed in this notice will have a small positive fiscal
impact on the Lottery but expects no impact to the amount of Lottery revenue transferred to the state
and thus no impact to other state agencies or units of local government. A Lottery Scratch-it ticket
retailer who would have otherwise not been billed for tickets or who would have otherwise received full
or partial credit for lost, stolen, damaged, or destroyed tickets will be negatively impacted by the
changes. See Lottery’s cost of compliance statement for more information.

COST OF COMPLIANCE:

(1) Identify any state agencies, unit of local government, and members of the public likely to be
economically affected by the rule(s).
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State Agencies & Units of Local Government:

The Lottery estimates amending OAR 177-050-0037 will have a small positive fiscal impact on the
Lottery. In 2025, Lottery has issued three credits to retailers for stolen tickets worth $5,230. If the
proposed rule is adopted, Lottery would save any money that would have otherwise been credited to a
retailer, but this is unlikely to be a significant amount over the course of any year.

The Lottery estimates no fiscal impact to any other state agencies or units of local government.

The Lottery estimates a small negative fiscal impact to a Lottery Scratch-it ticket retailer who would have
otherwise been eligible to not be charged for tickets or to receive full or partial credit for stolen,
damaged, or destroyed tickets. This amount will vary depending on the circumstances and the amount
of the loss. The maximum amount of the credit for stolen tickets under the current rule is $2,500. For
context, the three credits Lottery issued to retailers for stolen credit in 2025 were for $2,500 to two
retailers and $230 to one retailer.

(2) Effect on Small Businesses:

(a) Estimate the number and type of small businesses subject to the rule(s);

Approximately 1,867 businesses contract with the Lottery to sell Scratch-it tickets. Lottery estimates

that most but not all of these businesses are small businesses as defined in ORS 183.310. The type of
business that sell Scratch-it tickets are grocery stores, gas stations, convenience stores, bars, taverns,
pizzerias, bowling alleys, and the like.

(b) Describe the expected reporting, recordkeeping, and administrative activities and cost required to
comply with these rule(s);

Currently, OAR 177-050-0037 imposes reporting, recordkeeping, and administrative activities and costs
on retailers, such as returning or reporting defective, damaged, or destroyed tickets to Lottery within 30
days and reporting stolen tickets to the Lottery and local law enforcement within 48 hours of
discovering the theft.

The proposed rule continues to require that a retailer return defective, damaged, or destroyed tickets to
the Lottery within 30 days and requires retailers to report lost or stolen tickets to Lottery within 48
hours. The reporting and administrative requirements relating to the stolen ticket credit process are
removed, such as the requirement to report the theft to local law enforcement and submit a notarized
affidavit to the Lottery.



(c) Estimate the cost of professional services, equipment, supplies, labor, and increased
administration required to comply with the rule(s).

The rule does not necessarily place new requirements on retailers but being financially responsible for
all tickets in their possession may incentivize a retailer to take more care with their inventory, such as
training staff to lock up tickets or obtaining insurance to cover future losses associated with lost, stolen,
damaged, or destroyed tickets. These may lead to additional costs for the retailer. We welcome
feedback from retailers on this.

DESCRIBE HOW SMALL BUSINESSES WERE INVOLVED IN THE DEVELOPMENT OF THESE RULE(S):

Lottery will send the proposed rule to all affected Lottery retailers who sell Scratch-it tickets (most
Scratch-it ticket retailers are small businesses) to make them aware of the proposed changes and the
opportunity to comment.

WAS AN ADMINISTRATIVE RULE ADVISORY COMMITTEE CONSULTED? IF NOT, WHY NOT?

Lottery did not consult an administrative rule advisory committee. To obtain input from affected
persons on the proposed rule, Lottery will send the proposed rule to all affected Lottery retailers who
sell Scratch-it tickets to make them aware of the proposed changes and the opportunity to comment.

CONTACT:

Kris Skaro

503-540-1181
kris.skaro@lottery.oregon.gov
500 Airport Rd SE

Salem, OR 97301

AMEND: 177-050-0037

RULE TITLE: Defective, Damaged, Destroyed, Lost, or Stolen Scratch-It Tickets

RULE SUMMARY: The Lottery is proposing to amend OAR 177-050-0037 about lost, stolen, defective,
damaged, and destroyed Scratch-it tickets to limit and clarify the circumstances under which Lottery will
not bill or credit a retailer for lost, stolen, defective, damaged, or destroyed tickets. Under the proposed
rule, the retailer is financially responsible for all tickets in their possession with limited exceptions. This
includes responsibility for tickets that are damaged or destroyed through no fault of the retailer (except
for defective tickets or tickets damaged or destroyed during shipment, delivery, or dispensing) and for
tickets that are lost or stolen regardless of the activation status of the tickets at the time they are lost or
stolen.
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The draft rule language Lottery is proposing to adopt is provided in this notice. The Lottery may change
the rule text after further analysis or in response to information or public comment received during the
rulemaking process. The Lottery may also make non-substantive edits during the public rulemaking
process to update statutory and rule citations; improve grammar, organization, or ease of reading; or
otherwise improve the clarity and accuracy of the rule.

RULE TEXT:
177-050-0037
Stelen;-Defective, Damaged, Destroyed, Lost, or Stolen and-Damaged-Scratch-It Tickets

(2) Defective, Damaged, or Destroyed Tickets: A Lottery retailer will not be billed for non-activated
Scratch-it tickets that are defective, damaged, or destroyed, or the Lottery may credit a
retailer’s EFT account for activated Scratch-it tickets that are defective, damaged, or destroyed;

lor the follow tions:
{a—Manufacturing DefectT if the defect is a result of a manufacturing error or the damage or

destruction occurred during shipment, delivery, or dispensing.;-e¢

(ea) Time Limitation: Damaged or defective Scratch-it tickets are-must be returned to the
Lottery within 30 days of discovering the damage or defect. When the Scratch-it tickets
cannot be returned because they are completely destroyed or damaged beyond
recognition, within 30 days of when the tickets were destroyed or damaged the retailer
must submit, on a form provided by the Lottery, a signed and notarized affidavit which
describes the circumstances of how the Scratch-it tickets were destroyed or damaged.
The Lottery’s Finance and Accounting department will review inventory and sales
records and confirm the value of the destroyed or damaged Scratch-it tickets.

(édb)  Directer's-Approval: Credit for defective, damaged, or destroyed Scratch-it tickets may
be given only upon approval of the Director or designee.

(2) Loss or Theft of Activated-Tickets: The-Lottery-may-creditaretailer’'s EFT account forone-halfof
m%%%wmnmm
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{e}——Reporting Regquirements:-The retailer must:

{A}——R report the loss or theft to alecallaw-enforcementageneyandto-the Lottery
within 48 hours of discovering the loss or theft. The report must include the
game, pack, and Scratch-it ticket numbers of the lost or stolen tickets.; The
Lottery will bill the retailer for non-activated tickets when they are reported lost
or stolen. and




Statutory/Other Authority: Or Const, Art XV, § 4(4)(a), ORS 461.120, 461.150, 461.190, 461.210, 461.260

& 461.300

Statutes/Other Implemented: Or Const, Art XV, § 4(4), ORS 461.120, 461.150, 461.190, 461.210, 461.260
& 461.300



https://www.oregonlegislature.gov/bills_laws/Pages/OrConst.aspx
https://www.oregonlegislature.gov/bills_laws/ors/ors461.html
https://www.oregonlegislature.gov/bills_laws/ors/ors461.html
https://www.oregonlegislature.gov/bills_laws/Pages/OrConst.aspx
https://www.oregonlegislature.gov/bills_laws/ors/ors461.html
https://www.oregonlegislature.gov/bills_laws/ors/ors461.html

	Memo
	Draft Notice
	Proposed Rule Text OAR 177-050-0037 Defective, Damaged, Destroyed, Lost, or Stolen Scratch-It Tickets

