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MEMO 
 

TO: Members of the House Government Oversight Committee and Senate 
Government Oversight Committee  

 
FROM: Terry Rich and Mary Neubauer, Iowa Lottery 
 
DATE: Feb. 3, 2014  
 
RE: Background regarding Iowa Lottery Authority's plans to purchase 

property in Clive 
 
In addition to the updates we’ve provided to your committees over the past year about our 
considerations surrounding the lottery’s headquarters location, this memo provides additional 
background details about the project. Please also refer to the accompanying document, the 
Iowa Lottery Authority’s legal notification regarding its intent to purchase property in Clive. 
 
This morning, the Executive Council of Iowa approved plans for the Iowa Lottery Authority to 
purchase the property at 13001 University Ave. in Clive for $5.35 million and short-term 
financing on a portion thereof. The transaction is designed to pro-actively manage the risk of a 
disruption in lottery operations that could compromise lottery sales, which average about $1 
million per day.      
 
Today’s Executive Council approval follows Jan. 29 approval by the Iowa Lottery Board of the 
property purchase. Under the proposal, the lottery will purchase the Clive property and re-locate 
its headquarters location there. The Clive building is currently vacant and in the possession of 
several banks.  
 
The lottery has been reviewing its headquarters situation since late 2012, when its internal long-
range planning led to the discovery of some maintenance issues at its current headquarters 
building at 2323 Grand Ave. in Des Moines. Since that time, the lottery’s concern has been to 
minimize the risk of a disruption in its operations that could be caused by the headquarters 
maintenance issues.  
 
Iowa Code Chapter 99G.21 gives the lottery the ability to acquire real and personal property by 
lease or purchase and to incur debt in its own name, however, any purchase of real property 
and any borrowing of more than $1 million requires prior approval of the Executive Council of 
Iowa and notification to your committees.  
 
The lottery is self-funded and the Lottery Board approved a total of $7 million in the lottery’s 
budgets for fiscal years 2014 and 2015 for a possible headquarters project ($3.5 million in each 
year). Under the purchase proposal for the Clive building, the lottery would close on the property 



on or about April 1, 2014, paying $3 million of the purchase price in the current fiscal year. The 
lottery anticipates financing the remaining $2.35 million of the purchase price along with interest 
on that amount at the time of closing. It would then pay the financed amount and any accrued 
interest at the beginning of FY 2015, within six months of the closing. However, it has the option 
of paying the entire purchase price in FY 2014 if its revenues allow for that.  
 
The lottery consulted with a number of building and maintenance specialists in its property 
review and ultimately worked with the state of Iowa’s property experts -- the General Services 
Enterprise Real Estate Team within the Iowa Department of Administrative Services -- to ensure 
an open and thorough process.  
 
The DAS-GSE Real Estate Team evaluated the options of renovating the lottery’s existing 
headquarters location in Des Moines; purchasing land and constructing a new building; and 
moving to an available existing property. The option identified as providing the lowest 
operational risk for the lottery and the best financial option for the state was for the lottery to 
move to a different existing building within the Des Moines metropolitan area.    
 
Pages 3-5 of this memo provide a review of the Effective Occupancy Costs for the three 
possible property options. The effective occupancy cost is defined as the price for the lottery to 
operate at the particular site over a 10-year period, minus any property value at the end of that 
time. As the review shows, the purchase of the Clive property has a dramatically lower effective 
occupancy cost than do the other two options.  
 
The DAS Real Estate Team handled all public input, notification and negotiations for the lottery 
project. DAS identified more than 20 potential properties and toured several of them before 
ultimately making an offer on the commercial property at 13001 University Ave. in Clive. The 
location had once been listed at $7.9 million, but after aggressive negotiations, the lottery 
agreed to a purchase price of $5.35 million as described above. 
 
The Class A office building is currently unoccupied and in the possession of several different 
banks. It provides easy access to visitors from I-80/35 and I-235; is energy efficient with modern 
HVAC and lighting; and is practically turnkey in terms of the lottery’s ability to relocate its 
headquarters there quickly, thus successfully managing the business risks associated with an 
emergency relocation or closure at its current headquarters building.   
 
In addition to approving the purchase of the Clive property, the Iowa Lottery Board voted 
unanimously at its Jan. 29 meeting for the lottery to work with DAS to sell the lottery’s current 
headquarters property in Des Moines. Any income that the lottery receives from the sale of 2323 
Grand Ave. will help offset the costs of the Clive project and ultimately increase lottery transfers 
to the state General Fund.    
 
The members of the Iowa Lottery Board are: Chairperson Mike Klappholz of Cedar Rapids, a 
retired police chief; Vice Chair Herman Richter, president of The Three Sons clothing store in 
Milford and a co-founder of the popular and mythical University of Okoboji; Mary Junge of Cedar 
Rapids, a CPA and practicing tax and estate-planning attorney; Deb Burnight, a certified 
professional facilitator and trainer from Sioux City; Matt McDermott of West Des Moines, an 
attorney at a Des Moines law firm; and State Treasurer Michael Fitzgerald, who serves on the 
Board as a nonvoting member.    
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