Deloitte
Haskins+Sells

NEW YORK STATE LOTTERY

Balance Sheet as of

March 31, 1981 and
Statements of Revenue and
Revenue Allocations for the
Fiscal Years Ended

March 31, 1981 and 1980

and Auditors' Opinion



Deloitte
Haskins+Sells

One World Trade Center
New York, New York 10048
(212) 669-5000
International Telex 66272

AUDITORS' OPINION

The New York State Lottery:

We have examined the balance sheet of the New York State
Lottery as of March 31, 1981 and the statements of revenue
and revenue allocations of the New York State Lottery for
the fiscal years ended March 31, 1981 and 1980. Our
examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures as

we considered necessary 1in the circumstances.

In our opinion, such financial statements present fairly the
financial position of the Lottery as of March 31, 1981 and
the results of its operations for the years ended March 31,
1981 and 1980, in conformity with generally accepted account-

ing principles applied on a consistent basis.

September 29, 1981




NEW YORK STATE LOTTERY

BALANCE SHEET, MARCH 31, 1481

ASSETS:

Cash

Accounts receilvable:
Accrued lottery ticket sales
Other

TOTAL

LIABILITIES:
Regserve for unclaimed and future
prizes:
Accrued allocation of revenue for
open games
Unelaimed and future prizes
Education:
Accrued alilocation of revenue for
open games
Amount over transferred in excessg of
allocation
Adminlistration:
Accrued allocation of revenue for
open games
Amount to be transferred to New York
State Treasury General Fund
Vendor telephone fees payable

TOTAL

See notes to financlal statements.

NOTES

$ 6,913,000

$9,739,000
20,000 9,759,000
$16,672,000

4,242,000
7,127,000 $11,369,000

4,036,000
(1,692,000) 2,344,000

1,461,000
1,449,000 2,910,000
49,000
$16,672,000




NEW YORK STATE LOTTERY

STATEMENTS OF REVENUE AND REVENUE ALLCCATIONS
FOR THE FISCAL YEARS ENDED MARCH 31, 1981 AND 1980

NOTES 1981 1980
REVENUE:
Lottery ticket sales: 1,2
Instant Game Eight - $ 15,449,000
Instant Game Nine - 47,369,000
Instant Game Ten - 6,853,000
Instant Game Eleven - 32,033,000
Instant Game Twelve $ 10,403,000 13,986,000
Instant Game Thirteen 28,763,000 2,544,000
Instant Game Fourteen 7,439,000 -
Instant Game Fifteen 6,861,000 -
Instant Game Sixteen 17,187,000 -
Instant Game Seventeen 6 22,254,000 -
Lotto/Keno Games ) 77,970,000 49,177,000
Daily Numbers Game 6 65,369,000 -
Olympic Game - 12,799,000
Weekly Games - 4,393,000
Interest income 1 3,451,000 3,190,000
Total 239,697,000 187,793,000
Less vendor and distributor
commissions 5 16,874,000 13,872,000
NET REVENUE FROM LOTTERY OPERATICNS $222,823,000 $173,921,000
REVENUE ALLOCATIONS: 1
Lottery prizes pald: b $ 97,903,000 $ 73,768,000
Less prize payments for games
closed in the prior year 7,930,000 4,510,000
Prize payments for current year
games 89,973,000 69,258,000
Provision for unclaimed and
future prizes b 11,369,000 5,356,000
Revenue allocated to prizes 101,342,000 74,614,000
Administrative expenses 5 20,998,000 17,380,000

Administrative exnensea 1n exneasn



NEW YORK STATE LOTTERY

STATEMENTS OF REVENUE AND REVENUE ALLOCATIONS

FOR THE FISCAL YEARS ENDED MARCH 31, 1981 AND 1980

REVENUE:

Lottery ticket
Instant Game
Instant Game
Instant Game
Instant Game
Instant Game
Instant Game
Instant Game
Instant Game
Instant Game Sixteen
Instant Game Seventeen
Lotto/Kenoc Games
Daily Numbers Game
Olympic Game
Weekly Games

Interest income

Total

Less wvendor and distributor
commlisslons

sales:
Elight
Nine

Ten
Eleven
Twelve
Thirteen
Fourteen
Fifteen

NET REVENUE FROM LOTTERY OPERATICNS

REVENUE ALLOCATIONS:
Lottery prizes paild:

Less prize payments for games
closed in the prior year

Prize payments for current year
games

Provision for unclaimed and
future prizes

Revenue allocated to prizes
Adminlstrative expenses

Administrative expenses in excess
of statutory provision for
expenses

Revenue allocated to sdministrative
expenses
Revenue transferred to the New York

State Treasury for Education

Plus amount over transferred
in prior years {less $548,000
under transfer)

Amounts transferred for revenues
being reported in the current
year

Provision for accerued revenue
allocated to education - net

Revenue allocated to education

TOTAL REVENUE ALLOCATIONS

See notes to flnanclal statements.

NOTES

1,2

[erR e Wapt

1981

$ 15,449,000

- 1‘!’?:3693000

- 6,853,000

- 32,033,000

$ 10,403,000 13,986,000

28,763,000 2,544,000
7,439,000 -
6,861,000 -
17,187,000 -
22,254,000 -

77,970,000 59,177,000
65,369,000 -

- 12:7991000

- 4,393,000

3,451,000 3,190,000

239,697,000 T1I87,793,000

16,874,000 13,872,000

$222,823,000 $173,921,000

$ 97,903,000

$ 73,768,000

7,930,000 4,510,000
89,973,000 69,258,000
11,369,000 5,356,000

101,342,000 74,615,000
20,998,000 17,386,000
(1,985,000) (3,635,000)
19,013,000 13,745,000
98,980,000 83,218,000
1,144,000 -
100,124,000 83,218,000

2,344,000 2,344 000
102,468,000 85,562,600
$222,823,000 $173,921,000




NEW YORK STATE LOTTERY

NOTES TG FINANCIAL STATEMENTS
FOR THE FISCAL YEARS ENDED MARCH 31, 1981 AND 1980

1.

SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES

The present New York State Lottery (the "Lottery") was established
by Chapter 92 of the Laws of 1976 enacted by the New York State
Legislature on March 31, 1976. The accounting pollcies of the
Lottery conform to the accounting requirements of the State of

New York. Such policies conform to generally accepted accounting

principles with minor variations, namely, the noncaplitalization of

equipment and inventory, principally supplies which have no material
effect on the accompanying financial statements.

The following are the Lottery's signiflcant accounting pollicies:

Revenue Recognltion

Revenue from completed instant games 1s reported based on the dollar
value of lottery ticket sales. Ticket sales are determined based
on the total number of tickets avallable for sale for each game less
unsold tickets at the concluslon of each game. Lottery tickets
disbursed by vendors as free ticket prizes are not reflected as
lottery ticket sales.

Revenue from instant games in progress 1s reported based on the
dollar value of the total number of itickets avallable for sale for
each game less ticket inventorles on hand at the lottery and wilth
distributors, and all tickets issued on consignment (unpald for) to
vendors. The dollar value of tickets 1ssued on consignment, which
were not invenboried to determine accrued sales at March 31, 1981
and 1980 was approximately $4,570,000 and $10,961,000, respec~-
tively. Such consignments are made to provide an inventory of
tickets avallable for sale.

Revenue Allocation

The allocation of lottery revenues (exclusive of interest income)
has been made In accordance with the provislons of the New York
State Lottery for Educatlion Law which requires that:

. allcecations of gross ticket revenue to New York State for educa-
tion purposes be at least 35% for the Dally Numbers Game and 45%
for all other games;

. alloecations of gross ticket revenue for the payment of lottery
prizes not exceed 50% for the Daily Numbers Game and 40% for all
other games; and

. allocatlions of gross ticket revenue from all games for the pay-

ment of lottery ogerating expenses (including vendor and distri-
butor commissions) not exceed 15%.



Lottery instant game tickets which entitle the purchaser to a free
ticket prize and which ultimately are unclalmed by the purchaser,
produce revenue which does not have an assoclated prize 1labllity.
Fifty-five percent of such revenues, determined on a statistical
basis, is reallccated to administration to offset the addltional
costs incurred by the Lottery in offering free ticket prizes. The
remaining forty-five percent of such revenues 1is allocated to New
York State, for education purposes.

Interest Income

The interest income earned on lottery recelpts deposited by the
Lottery in the education fund and operating expense fund accrues
to the speecific purpose of each fund.

The interest income earned on lottery recelpts deposited in the
lottery prize payment accounts or Invested in short-term securities
is used for the payment of additional lottery prizes.

STATUS OF LOTTERY GAMES

The status of the various lottery games conducted durlng the fiscal
years ended March 31, 1981 and 1980 1s as follows:

Game Started Ended
Instant Game Eight 1/ 2/79 9/28/79
Instant Game Nine 4/16/79 10/26/79
Instant Game Ten 8/13/79 10/ 7/79
Instant Game Eleven $/17/79 3/31/80
Instant Game Twelve 1/ 3/80 5/30/80
Instant Game Thirteen y/ 1780 9/26/80C
Instant Game Fourteen &/ 2/80 g/26/80
Instant Game Fifteen 6/23/80 9/26/80
Instant Game Sixteen 8/ 6/80 12/15/80
Instant Game Seventeen 12/15/80 (In progress)
Lotto/Keno Games 11/ 2/78 (in progress)
Daily Numbers Game 9/ 2/80 (in progress)
Olympic Game 7/14/78 3/31/80
Daily/Weekly Games 11/13/79 6/ 6/80
50¢ Weekly CGame h/30/79 11/15/79

TRANSFERS TC NEW YORK STATE FOR EDUCATION

During the fiscal years ended March 31, 1981 and 1980, approxi-
mately $100,503,000 and $85,317,000 of lottery revenues (including
$1,523,000 and $2,099,000 of unclaimed prize money, respectively)
were transferred te the State Treasury. Monthly ftransfers are
made based on estimated lottery sales. Transfers of lottery
revenue allocated to educatlon made to the State Treasury since
September 1976, the start of current lottery operations, amounted
to $460,505,000 as of March 31, 1981 (including $5,468,000 of
unclaimed prize money and $2,210,000 representing interest earned
subsequent to April 1, 1978 on monies of the State's previous
lottery). In addition, transfers of $2,560,000 (not included in



the above amounts) accumulated from the State's previous Lottery
were made to the State Treasury during the Lottery's first year of

operatlon.
4, LOTTERY PRIZES PAID

For the fiscal years ended March 31, 1981 and 1980, low-tier

lottery prizes of $2, $5 and $10 (Instant lotteries), $20 (Olymplc),
$10 (Weekly lottery) and under $600 (Daily Numbers, Lotto and Keno)
pald by lottery ticket vendors amounted to approximately $69,887,000
and $45,314,000 and high- and low-tier prizes paid directly by the
Lottery amounted to $28,016,000 and $28,454,000, respectively.

These amounts ineclude prizes awarded during periodic special draw-
ings to disburse previously unexpended prize funds accumulated from
lower than anticipated grand prize annulty costs and other unallo-
cated Jackpot Prize monies and interest income earned on lottery
prize fund deposlits.

5. OPERATING EXPENSES

The Lottery's total provislon for operating expenses as a percen-
tage of revenue from lottery ticket sales is made up of the follow-
ing components:

Ticket vendor commissions 6£.00%
Distributor commiszions 2.00
Administration expense 7.00

15.00%

A1l appropriated lottery expenses are paid by the New York State
Treasury ("General Fund"} from "First Instance Apprcpriations™”
made to the Lottery. Such expenditures are relmbursed to the
State by the Lottery from revenue derived from the sale of lottery
tickets. Adminlstrative expenses reflected in the accompanying
statements represent the total of all pald expenses reported to
the Lottery by the Department of Audit and Control through Septem-
ber 15, 1981 and 1980, respectively, the last dates for such pay-
ments to apply to each fiscal year ended March 31, 1981 and 1980,
respectlvely.

For the fiscal years ended March 31, 1981 and 1980, actual adminis-
trative expenses pald by the General Fund, from funds approprilated
in the First Instance, exceeded lottery revenue allccated for the
payment of such expenses by $1,985,000 and $3,635,000, respectively.
Reimbursement to the General Pund for such excesses was setfled as
part of the annual close-out of the State's flscal year, when all
First Instance Appropriation excesses or deflclencies are offset.

Administration expenses incurred by the Lottery included the cost
of developling and printing lottery tickets, advertising, salary
costs, additional wvendor and bank or distributor commissions for
the distribution of free ticket prizes, and other operating costs.



ACCRUED LOTTERY TICKET SALES

Acorued Lottery ticket sales for the years ended March 31, 19“
1980 were as follows: .

1981

Instant Games (1981 - Game Seventeen) $3,733,000 _
Lotto/Keno Games 2,539,000 $3,23
Daily Numbers Game 3,467,000 s
Olympic Game - 1,271;00

$9,739,000 §4,505,000

Prior to April 1, 1980, all instant game tickets issued on consig
ment were considered to be unsold. Commencing with fiscal year:
1981, the Lottery began accruing sales revernue from such consign-
ments based on the difference between total consigned tickets 1ss
to its distributors and the total of unsold tickets remaining
distributors! inventories as of March 31, 1981. .




