
 

  
 

Iowa Lottery Report On Operations 
 
To:  Members of the House Government Oversight Committee and Senate 

Government Oversight Committee 
 
From:  Terry Rich, CEO 
   
Date:  June 2017  
 
The Iowa Lottery finished fiscal year 2017 with strong sales and proceeds to state 
causes; another clean audit; and announcement of guilty pleas in the long-running 
lottery jackpot investigation that began with a prize won in Iowa but never paid.  
 
Those looking at the numbers will see a noticeable difference, however, in lottery financial 
results from FY 2016 to FY 2017, stemming mainly from the world-record Powerball jackpot 
drawing of nearly $1.6 billion in January 2016. Sales leading up to that drawing ultimately 
produced record results for lotteries across the country, including the Iowa Lottery. 
Understanding that lottery results can and do fluctuate over time, we at the Iowa Lottery 
continue to budget conservatively and base our sales and proceeds projections on a five-year 
rolling average. We do our best to factor in the natural fluctuations in lottery results that will 
occur and should be expected. 
 
Statistically, we know that lottery results will fluctuate from year to year, but the tide has steadily 
risen for lottery sales in the past few years. We anticipate that lottery games will continue to be 
a consistent, key source of proceeds for vital state causes here in Iowa.  
 
Lottery sales through May had topped $322 million for FY 2017 and were well ahead of the 
lottery’s budgeted results with one month still remaining in the fiscal year. Here is a year-to-year 
comparison of lottery sales (July-May) by product: 
 
       FY 2017  FY 2016    

Instant-scratch games  $218 million  $214.7 million  
 InstaPlay games*   $5.2 million  ------------- 

Pick 3     $6.7 million  $6.8 million  
 Powerball    $49.2 million   $71 million   

Mega Millions     $13.7 million  $13.7 million  
 Hot Lotto    $7.5 million  $8.1 million  

Pick 4      $3.6 million  $3.2 million   
All or Nothing     $2.9 million   $3.7 million  
Lucky for Life    $5.2 million  $2.6 million  
Pull-tab games   $10.5 million  $13.9 million 
 

*InstaPlay games were introduced in Iowa in November 2016.    
 



 

As always, we are closely tracking lottery results and will keep your committees apprised of 
significant developments. We also provide regular updates about sales and proceeds through 
the state’s I-3 accounting system. The lottery’s latest monthly financial statement is included in 
this report as Attachment A.  
 

FY 2018 Budget Updates 
 
At the Lottery Board’s meeting on June 27, the lottery’s FY 2018 budget was given final 
approval to adjust some line items to more closely align with FY 2016 actual expenses and to 
reflect sales from the products that the lottery plans to have in the field during the year.       
 
Copies of the lottery’s Overall Budget and Operating Expenses for FY 2018 are included with 
this report as Attachment B and Attachment C.  

 

 
 

The members of the Lottery Board are: Chairperson Mike Klappholz of Marion, a retired Cedar 
Rapids police chief; Vice Chair Connor Flynn Jr., chairman of an advertising agency in Des 
Moines, where he also resides; Mary Rathje, manager and controller at a construction company 
in Marion, where she resides; Mary Junge of Cedar Rapids, a CPA and practicing tax- and 
estate-planning attorney; and State Treasurer Michael Fitzgerald, who serves on the Board as a 
nonvoting member. (One position of the Board is currently vacant.)      
 

Guilty Pleas In Long-Running Lottery Jackpot Investigation 
 

Two men pleaded guilty in June to theft and fraud charges in the long-
running lottery jackpot investigation that began with a lottery prize that was 
won in 2010 in Iowa but ultimately never paid.  
 
Eddie Tipton, formerly of Norwalk, Iowa, and his younger brother Tommy 
Tipton of Flatonia, Texas, have reached comprehensive plea agreements 
that will resolve all pending criminal proceedings relating to the attempt to 
claim the 2010 Hot Lotto® jackpot prize in Iowa, as well as lottery prizes paid 
in Wisconsin, Kansas, Oklahoma and Colorado.   

 
At the time that all the jackpots were won, Eddie Tipton worked as an information security 
consultant at a vendor organization within the lottery industry. He later became the director of 
information security at that organization, the Multi-State Lottery Association (MUSL), which is 
based in Urbandale. MUSL handles day-to-day functions such as prize drawings in some lotto 
games on behalf of U.S. lotteries.  
 



 

The Iowa and Oklahoma jackpots were both won in the multi-state Hot Lotto game, while the 
jackpots in Colorado and Wisconsin were won in different games offered only in those states. 
The Kansas jackpots also were won in a separate game. 
 
As a first step in the process, Eddie Tipton pleaded guilty on June 12 in Wisconsin to a felony 
charge of theft by fraud and a felony charge of a computer crime. Eddie Tipton then pleaded 
guilty on June 29 to a single count of felony ongoing criminal conduct in Iowa’s Polk County 
District Court. Tommy Tipton also pleaded guilty that day in Iowa to a felony and a 
misdemeanor count of conspiracy to commit theft. 
 
Tommy Tipton was then immediately sentenced and ordered to report to jail in Texas no later 
than July 1. He was sentenced to 75 days’ incarceration and associated probation and ordered 
pay to a civil penalty of $5,000 and make restitution totaling $804,095 to the Colorado and 
Oklahoma Lotteries.   
 
Eddie Tipton will be sentenced at a date yet to be determined.   
 
The plea agreement is a crucial step in bringing to a close one of the biggest lottery mysteries in 
history. The details we’ve already learned through this long-running investigation have allowed 
us at the Iowa Lottery to develop security enhancements across our games and procedures, 
and we remain mindful of the need to continually review our operations to make improvements.  
 
It was important to us at the Iowa Lottery to hear Eddie Tipton acknowledge in court that he 
wrote malicious computer code, then used that code to predict winning numbers in lottery 
drawings and passed those numbers to others, including his younger brother, Tommy, multiple 
times in years past to fraudulently claim prizes. This information will be invaluable to the Iowa 
Lottery and the lottery industry as a whole to help us safeguard our games and protect our 
players.  
 
We at the Iowa Lottery are thankful for the extensive work in this nationwide lottery investigation 
by the Iowa Division of Criminal Investigation, the Iowa Attorney General’s office and authorities 
from around the country.  
 
As this case reaches conclusion and Eddie Tipton’s sentencing occurs, we look forward to the 
process to help answer any remaining questions about exactly what occurred. We have said 
through the entire process that the Iowa Lottery would follow the facts of the investigation 
wherever they may lead.  
 
We continue to have confidence that Iowa Lottery games today are fair. Our lottery has strong 
layers of security in place to protect our players, our games and lottery prizes. We will continue 
to do all we can to protect the integrity of our lottery games.  
 

Changes In Lottery’s Voluntary Self-Exclusion Program   
 
At its meeting June 27, the Iowa Lottery Board approved a policy change so that the specifics of 
the Iowa Lottery’s voluntary self-exclusion program match up with those signed into law this 
spring for Iowa casinos in SF 442.     
 



 

When lawmakers were debating the self-exclusion changes on the casino side, lottery 
representatives said that if the legislation were signed into law, we would ask the Lottery Board 
to make similar changes to lottery policy so we would utilize a consistent approach.  
 
As background, the Iowa Lottery has had a self-exclusion program since 2005, established by 
Iowa Lottery Board policy. The goal of the program today remains the same as it was at 
implementation: to provide one more tool that people can use in their efforts to address the 
issue of problem gambling.  
 
Under state law, the Iowa Lottery pays prizes for tickets that are valid and are winners, but the 
Lottery Board is empowered to establish validation criteria. So, for example, some of the 
security criteria established are that tickets cannot be cashed if they are stolen, counterfeit, 
altered or unreadable. State law also empowers the Board to establish lottery policies. 
 
The lottery’s self-exclusion policy and that for Iowa casinos utilize slightly different approaches 
but have the same goal: to provide a deterrent for someone who is being impacted by problem 
gambling. 
 
On the casino side, a voluntary self-exclusion means that the person signing the ban can’t enter 
the wagering area (defined as the gaming floor) at a state-regulated casino in Iowa. However, 
should the person still find a way to enter the gaming floor, any prize that he or she tried to claim 
at the casino would be denied. 
 
On the lottery side, a voluntary self-exclusion bans the person from the lottery’s five regional 
offices and allows the lottery to deny payment of any prize at a lottery office to that person. That 
eliminates the person’s ability to ever claim a big lottery prize, since all prizes of more than $600 
must be claimed directly from the lottery. The lottery also removes from any mailing or 
promotional lists the names of those players who have entered into its self-ban contract. It is our 
belief that this approach can help take away the incentive to play lottery games for those who 
have issues with compulsive behavior. 

 
With the changes in law that will take effect July 1, the self-ban program for state-regulated 
casinos will involve two separate groups: Those who signed casino self-exclusion forms on 
June 30, 2017, or before; and those who sign self-exclusion forms on July 1, 2017, or after. 
 

For those who signed a self-exclusion form on June 30 or before:     
o The Iowa Racing and Gaming Commission has established a process to allow 

anyone on the casino self-exclusion list for at least five years to request re-
instatement of his/her ability to visit the gaming floor of an Iowa casino. Once the 
person applies, his/her information has been verified with the statewide self-
exclusion list and it is confirmed that the person has been on the list for at least five 
years, that person would be removed from the list and would again be able to visit 
the wagering area of a casino. 

o Anyone on the self-exclusion list for state-regulated casinos in Iowa for less than five 
years who requests to be removed will be informed that he/she must wait until at 
least the five-year mark to apply for re-instatement.  

 
For those who sign a self-exclusion form on July 1 or after:  
o Anyone signing a casino self-exclusion form will have two options: a five-year 

voluntary self-exclusion or a lifetime, irrevocable voluntary exclusion. (Please note 
that the lifetime option will still be irrevocable after July 1.) In an effort to ensure the 



 

person applying for self-exclusion is aware of the help available in Iowa for problem 
gaming, the person making the request will be presented with information about the 
Iowa Gambling Treatment Program and 1-800-BETSOFF, the program’s 24-hour 
hotline for assistance.  

 
The Lottery Board voted 4-0 to change the Lottery’s Voluntary Self-Exclusion Policy as of July 1, 
2017, to also include a five-year option. With the changes, the self-ban program for the lottery 
also will involve two separate groups: Those who signed lottery self-exclusion forms on June 30, 
2017, or before; and those who sign self-exclusion forms on July 1, 2017, or after. 
 

For those who signed a self-exclusion form on June 30 or before:     
o Anyone on the lottery’s self-exclusion list for at least five years can request that the 

lottery remove them from the list. Once the person’s information has been verified 
with the lottery’s self-exclusion list and it is confirmed that the person has been on 
the list for at least five years, that person would be removed from the list and would 
again be allowed to visit lottery offices. 

o Anyone on the lottery’s self-exclusion list for less than five years who applies to be 
removed from it will be informed that he/she must wait until at least the five-year 
mark to apply for re-instatement. 

 
For those who sign a self-exclusion form on July 1 or after:  
o Anyone signing a lottery self-exclusion form will have two options: a five-year 

voluntary self-exclusion or a lifetime, irrevocable voluntary exclusion. (Please note 
that the lifetime option will still be irrevocable after July 1.) In an effort to ensure that 
the person applying for self-exclusion is aware of the help available statewide for 
problem gaming, the person making the request will be presented with information 
about the Iowa Gambling Treatment Program and 1-800-BETSOFF, the program’s 
24-hour hotline for assistance. 

 
$2 Million Lottery Prize Claimed Nine Months After It Was Won  

 
A $2 million Powerball® prize that remained unclaimed for nine months 
finally went home with the winner, Jeff Wolf of Iowa City, who claimed 
his winnings on April 27.  
 
Wolf said he had known since shortly after the July 16 Powerball 
drawing that he had won a big prize. He said he took his time to claim 
the winnings while he thought through what to do with the money. He 
plans to invest.  
 

Wolf, 54, who owns two mobile home parks in the Iowa City area, said that the convenience 
store where he bought his winning ticket is near an automotive supply store in Cedar Rapids 
where he buys truck parts. He remembers stopping to buy some easy-pick plays for the July 16 
drawing. 
 
He said that a couple days after the drawing, he called the Iowa Lottery's winning numbers line 
and realized that one of the plays on his ticket had matched the first five winning numbers. Wolf 
said he told only his sister about his big win and put the ticket away in a safe place. But after 
realizing in late April that time was passing by, he decided to claim the prize. 
 



 

Wolf said he was aware that people were wondering about the mystery lottery winner in Cedar 
Rapids. He said he even happened to drive by the convenience store as the lottery held a news 
conference there in August about the unclaimed prize. But he said he was happy to lay low as 
he continued to think through his plans. 
 
Wolf bought his $2 million-winning ticket at the Hawkeye Convenience Store, 2330 Wiley Blvd. 
SW in Cedar Rapids. He initially matched the first five numbers but missed the Powerball to win 
a $1 million prize in the July 16 drawing. But he also had added the Power Play® option to the 
purchase, which multiplied his prize to $2 million. Hawkeye Convenience Store received a 
$2,000 bonus from the lottery for selling the $2 million-winning ticket at one of its stores. 
 
Powerball prizes in Iowa expire a year from the date of the drawing in which a prize is won. 
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