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REPORT OF INDEPENDENT ACCOUNTANTS

New York State Lotlery

We have audiled the accompanying statements of assets and liabiitles of the New York State Lottery as of
March 31, 1982 and 1991, and the related statements of revenues and expenses and cash flows for the years
then ended. These financial statements are the responsibility of the management of the New York State Lottery,
Our responsibility Is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that
we plan and perform the audit 10 obtain reasonable assurance about whether the financial statements are free
of material misstatemnent. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures In the financlal statements. An audit also Includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial staternent preseniation.
We beafieve that our audits provide a reasonable basis for our opinion.

In our opinlon, the financlal statements referred to above present fairly, in all material respects, the assels and
liabilities of the New York State Lotiery as of March 31, 1982 and 1991, and the results of its operations and fis
cash flows for the years then ended In conformity with generally accepted accounting principles.

wam 4 l:jéwma(

Albany, New York
May 29, 1992



NEW YORK STATE LOTTERY

STATEMENTS OF ASSETS AND UIABILITIES

March 31, 1992 and 1991
{in Thousands)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable
Invesiments, at amortized cost
Total curren? assetls

Long-term investments, at amortized cost

Equipment and leasehold improvements, net of
accumulated depreciation and amortization

JE—

Total assets

LIABILITIES
Current liabilties:
l Prizes payable
Unclalmed and future prizes
f Due to education

- Due to administration
Other payables

Total current Habilities
Long-term prizes payable

Commitments and contingencies {Note 10}

Total liabilities

The accompanying notes are an integral parnt
of the financial staternents,

2

$ 98571
44,025
131,507

274,103

1,021,746

9,002

1,304,851

$ 131,731
76,801
29,889
12,026
18,4654

268,101

1,035,750

$1.304,851

$ 104,781
35,797
115,047

289,625

924,592

4597

1,188 814

$ 117,111
96,958
8,137
4,622

21997

248,826

939,989

$1,188.814




NEW YORK STATE LOTTERY

STATEMENTS OF REVENUES AND EXPENSES
For the Years Ended March 31, 1892 and 1991

(In Thousands)
1592
Ticket sales $2,063,069
Less:
Prizes { 968,708}
Agent commissions { 123,827)
Contractor fees {__58.259)
Gross profit on ticket sales 912,275
General and administrative expenses 54,320
Income from operations 857 955
Nonoperating reventes (expenses).
Interest income 105,809
Interest expense - amortization of discount
on prizes payable {( 97,.683)
Other, net 576
Total nonoperating revenues (expenses) 8,722
Income earned and required allocation to education 866 877
Components of Income earned and required allocation
to education:
New York State $ 865,153
New York City 1,524
$ 866677

The accompanying notes are an integral part
of the financlal statements.

3

1991
$2,134,644
{ 949.816)

( 128,104)
(___57.122)

999,602

944 558

105,924

( 94.,648)
1,744

13,02

$. 957578

$ 957,578

$ 857578



NEW YORK STATE LOTTERY

STATEMENTS OF CASH FLOWS

For the Years Ended March 31, 1992 and 1991
Increase (Decrease) in Cash and Cash Equivalents

{In Thousarxis)

Cash flows from operating activitles:
Cash received from ticket sales
Cash payments for prizes
Cash payments for commisslons and fees
Cash payments for general and administrative expenses
Net cash provided by operating aclivities

Cash flows from noncapttal financing aclivities:
Cash transfer 1o education

Cash fiows from caphtal and refaled financing activities:
Cash payments for equipment and leasehold improvements
Principal payments on capital lease
Net cash used In capital and related
financing activities

Cash flows from investing activities:
Proceeds from investment maturities
Proceeds from sale of investments
Purchases of lnvestmants
Interest on cash and cash equivalents
Other cash payments and receipts, net
Net cash used in investing activities

Nat decrease In cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconcliation of income from operations to net
cash provided by operating activities:
tncome from operations
Adjustments to reconclle Income from operations
1o net cash provided by operating activities:
Depreciation and amortlzation
Changes In assets and llabllitles affecting
Income from operations:
Accounts recelvable
Prizes payable
Undlalmed and future prizes
Due to adrministration
Other payables

Net cash provided by operating activitles

Tha accompanying notes are an Integral part
of the financial statements.

4

1992

$2,054,521
( 976,631)
( 182,105)
{_ 44,330)

851,455

{__844.925)
(  3310)
{ 842)
4,152
124,596
5,951
( 147,277)
7,581
561
(8588
( 6210)
104,781

$ 98571

$ 857,955

1,012

(8522
13,082
{ 19,967)

¥

1,45

193

$2,113,851
( 893,236)
( 182,091)
(__58.763)

979,761

(_540.011)

106,675
2,160

{ 162,418)
11,449
1,788
(40,346}

{ 5%8)

106,377

$ 104781

$ 944,558

217

( 7.341)

72,404
( 26,375)
( 3.936)

$ 579,761



NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS

Summary of Slgnifilcant Accounting Policles

The New York State Lottery {the "Lottery®) was establishad in 1567. The Lottery Is currently adminlstered
by the Division of the Lottery, an Independent unit of the Department of Taxation and Finance, which was
created In 1976 and operates In accordance with the provislons of the New York State Lottery for
Education Law (Tax Law Article 34{1. The purpose of the Lottery Is to raise revenue for education In the
State of New York ("State”) through the administration of lottery games.

The Lottery Is Included within the financlal reporting entity of the State of New York. Within the General
Purpose Financlal Statements of the State of New York, the Lottery is accounted for withln two funds.
The revenues and expenditures for administration, aid to education and prizes are reported in a Speclal
Revenue Fund. Monles for prizes are transferred to a Lottery Agency Fund for payment of prizes as
claims are filed. The accompanying financlal statements Include the accounts of both funds and are
presented as an enterprise fund. The accounting policies of the Lottery conform In all material respects
to generally accepted accounting principles whereby revenue Is recognized when earned and expenses
are recognized when incurred,

During fiscal year 1892, Chapter 6 of the Laws of 1991 created a special anti-crime scratch-off game {the
City games) for sale only within the City of New York. lts purpose was 1o generate revenue for
edtcational purposes, inciuding securfty at educational faciltties, within New York City. The City games
began in September 1991 and are autharized by the legislation to continue through June 1996. The New
York State Lottery will administer the City games and wili be reimbursed for administrative costs
(including agent commissions and contractors’ fees) of the games up 1o a maximum of 15 percent of
games sales. The law also requires the Clty games to reimburse the Lottery for shortfalls in net revenue,
as defined, resulting from other scratch-off games administered by the Lottery In the City of New York
not Increasing at an annual rate of 5 percent.

Revenue Recognition

Revenue from completed scratch-off garnes is reporied based on the dollar value of lottery ticket
sales. Tickel sales are determined based on the total number of tickets available for sale for each
game less unsold tickets at the conclusion of each game.

Revenue from scratch-off games In progress Is reported hased on the doflar valie of the total number
of tickets available for sale for each game less ticket inventorles on hand at the scralch-off game ticket
contractor,

Revenue from Lotto, Cash 40, Take 5, Pick 10, Daily Numbers and Win-Four games Is reported at the
dollar value of all tickets sold. Revenue from ticket sales includes subscription sales and other ticket

sales for future drawings of appraximately $10,636,000 and $8,852,000 for fiscal years 1892 and 1981,
respectively.

On January 17, 1992, the Lottery replaced Cash 40 with Take 5, a game with simllar features.

Commisslons and Fees

Agents recelve a commission of six percent based on the total tickets sold. Contractors receive a fee
equal to a contractual percentage of the revenues generated through the respective network
malntained by each contractor (see Note 10).

Allocation of Revenue from Tigket Sales

The allocation of ticket sales Is made In accordance with the provisions of the New York State Lottery
for Education Law which requires:

allocations of ticket sales revenue to New York State for educational purposes to be at least 30
percent for the New York State Lottery scratch-off games, 35 percent for Daily Numbers, Win-Four
and Pick 10, and 45 percent for Lotto, Cash 40, and Take 5. During fscal year 1992, legistation
was passed changlng the allocation of ticket sales revenue 1o educatlon from 35 percent to 30
percent for scratch-off games and from 45 percent to 35 percent for Pick 10.



NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Cortlnued

Summary of Significant Accounting Policles, Continued

Allocation of Bevenye from Tigket Sales, continued

allocations of ticket sales revenue 1o New York City for educational purposes to be at least 35
percent for the New York City scraich-off games, less any reimbursement to the Lottery for
shortfalls In net revenue, as defined.

allocations of ticket sales revenue for the payment of lottery prizes not to exceed 55 percent for
the New York State Lottery scratch-off games, 50 percent for the Dally Numbers, Win-Four, Pick
10 and the New York Chy scratch-off games, and 40 percent for Lotto, Cash 40, and Take 5.
During fiscal year 1992, teglsiation was passed changing the aflocation of ticket sales revenue to
prizes from 50 percent to 55 percent for scratch-off games and from 40 percent to 50 percent for
Pick 10.

allocations of ticket sales revenue from all games for the payment of lottery administration
expenses {including agent commissions and contractors’ fees) not 1o exceed 15 percent. Any
excess of the maximum allocation over administration expenses Is allocated to education. Such
allocations amounted to approximately $74,595,000 and $84,971,000 for fiscal years 1992 and 1991,
respectively. Administration expenses incurred by the Lotlery represent telecommunications,
advertising, salary and other operating costs and include an accrual for expenses to be pald after
the fiscal year-end.

Cash Equivalents

For purposes of the statements of cash flows, the Lottery considers cash equivalents 1o be amounts
held with banks and amounts held under the joint custody of the Lottery and the Office of the State
Comptrolter of the State of New York through the Short-term Investment Pool, which Is used for the
temporary Investment of funds not required for immediate payments.

Investments

Investments, conslsting of U.S. Government-backed obligations (zero coupon bonds and stripped
Government securlties), are carrled at amortized cost. The periodic amortization of discount is
recorded as interest income in these flnancial statements.

Equlpment and Leasehold Improvements

Equipment and leasehold Improvements are carrled at cost Depreciation of equipment Is computed
using the stralght-line method over five years, the estimated useful lives of the assets. Amortlzation
of leasehold Improvements and equipment acquired under capital leases are amortlzed using the
stralght-na method over ten and five years, respectively, which Is the lesser of thelr useful lives or the
ferm of the leases.

When assets are retlred or otherwise disposed of, the cost and related accumulated depreciation or
amortlzatlon are removed from the accounts and any resulting galn or loss Is reflected In nonoperating
revenues {expenses) in the perlod of disposal.

Prizes P

Prizes payable represents the Habllity for thosa prizes which are payable In annual Instaliments. Such
prize payments are furdled by the Lottery’s Investment In U.S, Government-backed securities. The
periodic amortization of discount is recorded as interest expense In these financlal statements. Any
excess of Investment maturities over prize payments is made avallable for prizes.




NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Continued

Summary of Sianificant Accounting Policies, Continued

Unclaimed and Future Prlzes

Prizes unclalmed for one year after the drawing date are forfeited by the ticket holder. Total prizes
unclalmed amounted o approximately $36,886,000 and $28,663,000 for fiscal years 1992 and 1901,
respectively.

Legislation passed In June 1991 aliows the Lottery to retaln unclaimed prizes and to use such
amounts for payment of supplemental prizes In subseguent Lottery games. During fiscal year 1992,
such supplementa!l prizes were paid for Lotio and Take 5. Prior to this legistation, unclaimed prizes
were allocated to education. Such allocations amounted to approximately $6,515,000 and $28,663,000
for fiscal years 1992 and 1991, respectively.

Future prizes represent the difference between the statutory aliocation to prizes and the amount

afiocated 16 the winning pools of Lottery games. Such amounts are disbursed, as determined by
management, for the sole benefit of Lottery game winners.

Cash and Cash Equivalents

Lottery deposits and investments are made in accordance with New York State statutes.

Lottery sales recelpts are allocated and deposited in Investment fund accounts for prizes, education and
administration under the Joint custody of the Lottery and the Office of the State Comptroller of the State
of New York. The accounts for prizes and administration earn interest through particlpation In a
short-term Investment poot administered by the State Comptroller. The carrying and market value of the
accounts Included In cash and cash equivalents were $91,408,000 and $92,200,000 at March 31, 1992
and 1991, respectively. Interest Income samed I each investment account Is used for the specific
purpose and benefit of that account,

The Lotery also malntalns sole custody accounts which are used for dally cash management purposes.
Amounts of cash balances Included In cash and cash equivalents related to sole custody accounts were
$7,163,000 and $12,581,000 for fiscal years 1852 and 1991, respectively.

The Lottery’s deposits are collateralized under a program administered by tha Office of the State
Comptroller of the State of New York. The State requires that Its depository banks pledge collateral
hased on avaliable bank batances. All securfties pledged as coltateral are held by the State’s fiscal agent
in the hame of the State. The Lottery’s deposits with financlal Instftutions were fully collaterallzed at fiscal
year-end,



NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Contlnued

Investmerts

The Lottery is authorized 1o Invest in U.S. Govemnment-backed obligations (zero coupon bonds and
stripped Government securtties), which will provide tor the payment of prizes payabls (see Note 5).
During fiscal years 1982 and 1991, approximately $98,525,000 and $94,923,000, respectively, of amortized
discount was Included In interest income.

These Investments conslsted of the following at March 31 (in thousands):

1992 1991
Maturity value $2,104,074 $2,043,222
Less ynamortized discount 1 21 __ 999,583
Total carryling value 1,183,253 1,043,639
Less: tnvestments, maturing within one year 131,507 112,047
Long-term Investments $1,021.746 $ 924592
Total market value $1,258,323 $1.115,751

Maturities of the Investments in sach of the five fiscal years following March 31, 1992, and the total
thereafier, are as follows (In thousands):

1983 $ 136,715
1994 136,232
1995 136,880
1996 136,984
1897 135,973
1938 and thereafter 1,510,1
§2,194!0?4

The Lottery's lnvestments are categorized to ghve an Indication of the level of risk assumed by the Lotlery
at year-end. All of the Lottery’s Invesiments are Included In category "A", the lowest risk, as defined by
the Governmental Accounting Standards Board to Include Investments that are “Insured or re@istered or
securities held by the Lottery or lis agent In the Lottery’s nama.”

Disclosures relating to risk and type of Investments as presented above are indicative of activity and
positions held during the year.

vipment ~asehold mprovement

Equipment and leasehold Improvements as of March 31, 1892 and 1991 are as follows:

1992 1891
Equipment (principally a capital lease) $ 5,804,512 ' $ 4,814,485
Leasehold Improvements 4526017 -
10,330,528 4,914,495
Less: accumulated depreclation and amortization { 1,328915) (317,200
Equipment and leasehold improvements, net $ 9,001,614 $ 4 597,295
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NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Continued

Equlpment and Leasehold lmprovements, Continued

During fiscal 1691, the Lottery entered Into a $4,700,000 capital lease for new computer equipment. The
loase Is for a five-year term and reqguires ten semi-annual payments approximating $573,000 gach,
through March 1896 Accumulated amortization for the equipment recorded under the capital lease
approximated $1,086,000 and $217,000 for fiscal years 1992 and 1991, respectively.

Prizes Pavable

Prizes payable consisted of the following at March 31 (in thousands):

1892 1991
Totat obligation $2,203,978 $2,052,5672
Less unamortized discount 1,036,497 995,472
Total carrying amount 1,167,481 1,057,100
Less: prize payable within one year 131,731 117,411
Long-term prizes payable $1.035,750 $ 939,988

The amontized discount on the prizes payable Is based on interest rates which range from 4.16 percent
to 13.55 percent and refiect the interest rates earned by the investments held to fund the related liabititles.
The amortization of discount Is recorded as interest expense in the statements of reventies and expenses
and amounted to $987,663,000 and $34,648,000 for the fiscal years 1992 and 1991, respectively.

The aggregate amount of prizes payable due In each of the five fiscal years followlng March 31, 1692,
and the total thereafter, I as follows {in thousands):

1993 % 136,814
1994 135,714
1995 136,604
1996 136,604
1897 136,604
1998 and therealter 1,520,638

§2!203,97§



NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Continued

Operating Segment Information

Operating segment Information for fiscal 1992 and 1991 by type of lottery game Is as follows (In

thousands):
1892
Ticket Agent Contractor Gross Profit
Sales Prizes Commissions Fees On Ticket Sales
Loito $ 618082 $ 245,645 (¢ 37,083 $ 11607 $ 322,727
Cash 40 58,276 23,122 3,497 1,174 30,483
Take 5 41,519 16,716 2,534 750 21,519
Pick 10 108,841 51,044 6,536 2,138 49,223
Daily Numbers 628,450 315,172 37,708 ( 12,180 263,400
Win-Four 321,662 161,118 19,234 ( 6,238 134,912
Scratch-off Games 280,342 151,835 16,821 ? 23,795 87,7
City Games 5,907 2,956 354 377 2,220
$2,063,069 {3 968,708) ($_ 123827} (& 58,259) 912,275
General and administrative expenses { 54,320
Nonoperating revenues {expenses) 8722
Income earmed and required aflocation to education $ 866677

Income eamed and required altocation to education for New York City of $1,524 in fiscal year 1992 Is
comprised of gross profit on the City games of $2,220 less general and administrative expenses of §146

and nonoperating expenses (net) of $550.

194
Ticket Agent Contractor Gross Profit
Sales Prizes Commisslons Fees On Tlcket Sales
Lotto $ 771815 $ 283,845 $ 45,308 $ 13,369 $ 418,193
Cash 40 74513 30,239 4,771 1,469 43,034
Pick 10 119,065 45,964 7,169 2,234 63,668
Daity Numbers 615,543 308,309 365,933 { 11,404 260,897
Win-Four 286,747 141,536 17,205 ( 5332 122,674
Scratch-off Games 261,961 131,823 15,718 { 23314 91,106
$2134644 (048816 (£ 128104  (E.57.122 989,602
General and administrative expenses ( 55044)
Nonoperating revenues (expenses) i
tncome eamed and required aflocation to educatlon $ 957578

Amounts Included above for prizes are based upon the statutory allocatlon of total sales revenue for sach
of the Lottery games. Actual prizes pald or to be paid to winners may be higher when the Lotlery

supplements prizes with unobligated amounts Included In unclaimed and future prizes.

During 1991 such supplements included increasing the statutory prize payout for the Pick 10 and Scratch-
Off games by 10% and 5%, res[}'ecttvely as well as a one-tima speclal "Super Lotto." During 1932, legislation
changed the statutory prize aflocation for the Plck 10 and Scratch-Off games (see Note 1).

10
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NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Contlnued

Education

Income earned and required allocation to education during the fiscal years ended March 31, 1932 and 1591
are as follows:

1892 it
Revenue transferred 1o education $ 544,925 % 940,011
Prior year {payable) overtransfer ( 8,137) 8,430
Amount transferred from current year revenue 836,788 949,441
Current year payable 29.889 8137
Income earned and required allocation
o education 866,677 $ 957,578

Deafined Benefit Pension Plan

Substantially alf Lotiery employees participate in the New York State Employees’ Retirement System (the
Systerm™), a cost-sharing multiple-employer public employee retirement system. The payroil for Lottery
employees covered by the system for the year ended March 31, 1992 was approximately $7,734,000; the
Lottery’s total payroll was approximately $7,898,000.

The System provides retirernent benefits as well as death and disability benefits. All benefits vest after 10
years of credited service. Retirement benefits that employees are entitled to are established by New York
State law and are depandent upon the point in time at which the employee fast Joined the System. These
retirement plans have both contributory and noncontributory requirements depending upon the point at
which an employee last joined the Systern. Most members of the System who joined before July 27, 1976
are enrolled In a noncontributory plan and may retlre at age 55, Employees who last Joined the Systerm on
or after July 27, 1976 are enrolied in a contributory plan which requires a 3% contribution of their salary and
may retire at age 62. A public employee who joined the System on or after July 27, 1976 and leaves
covered employment before 10 years of credited service may obtaln a refund including interest of the
acoumulated employes contributions.  Members, benefits, and ernployer and employee obligations to
contribute are described In the New York State Retirement and Social Security Law. The number of
members and benefit reclplents of the System as of March 31, 1991 (1992 plan data is not avallable) totaled
approximately 823,012, Including 266,302 retirees and beneficlaries currently recelving benefits and no
longer working members entitied to benefits but not yet recelving them; 72,160 nonvested Inactive members,
and 494,550 current working members.

The contribition requirement for the year ended March 31, 1982 was $303,127, which consisted of $154,807
from the Lottery and $148,320 from employees, these contributlons represented 2.0% and 1.9% of covered

payroll, respectively.

The contribution requirement for the year ended March 31, 1991 was $640,839, which consisted of $503,408
from the Lottery and $137,431 from employees; these contributions represented 6.8% and 1.9% of covered

payroll, respectively.

1
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NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Coritinued

Defined Benefit Penslon Plan, Continued

The “pansion beneftt obligation” Is a standardlzed disciosure measure of the present value of pension
benefits, adjusted for the effects of projected salary increases and step-rale benefits, estimated to be
payable in the future as a result of employee service to date, The measure, which Is the actuarial present
value of credited projected benefits, Is intended to help users assess the System’s funding status oh a
going-concem basls, assess progress made In accumulating sufficlent assets 1o pay benefits when due, and
make comparisons among public employee retiroment systems and employers. The System does not make
separate measurements of assets and pension benefit obligation for individual employers. The pension
benefit obligatlon at March 31, 1991 for the Syster as a whole, determined through an actuarial valuation
performed as of that date, was $40,080,000,000. The Systermn’s net assels gvallable for benefits on that date
{valued at market} were $42.015,000,000 resulting In assets In excess of pension benefit obligation of
$2.835,000,000. The Lottery’s 1991 contribution represented .4 percent of total contributions reguired of all
participating entities.

Ten-year historical trend Information showing the System’s progress in accumulating sufficlent assels to pay
benefits when due Is presented in the System's March 31, 1981 annual financial report.

Deferred Compensation

New York State offers Its employees, including lottery employees, a deferred compensation plan created
in accordance with Internal Revenue Code Section 457. Tha plan, available to ali employees, permits them
to defer a portion of thelr salary untit future years. The deferred compensation is not available to employees
until termination, retirement, death or unforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those amounts,
and all Income attributable to those amounts, property, of rights are (until pald or made avallable to the
employee or other beneficiary) solely the property and rights of the State (without being restricted to the
provisions of benefits under the plan), subject only to the claims of tha Stale’s general creditors.
Participants’ rights under the plan are equal to those of general creditors of the State In an amount equal
to the fair market value of the deferred account for pach participant. The assets and liabiiitles related to this
plan are recorded In the State’s financlal statements.

mmitment ntingenct
Contraciual arangerments:

The New York State Lottery malntains two paraliel ondine gaming networks, each comprised of several
thousand agent terminals. The Lotiery contracts the operations of such networks with two contractors,
GTECH Cormporation (GTECH) and Control Data Corporation (CDC). The GTECH contract Is for a term
of approximately five years expiring December 31, 1892, and the CDC contract Is for a term of six years
explring September 1, 1993. The New York State Lottery also coniracts the operations of the scratch-off
games with Sclentific Games, inc. This contract Is for a term of two years expiring January 13, 1994,
Contractor fees are based on a percentage of ticket sales as defined in the respective contracts.

12



NEW YORK STATE LOTTERY

NOTES TO FINANCIAL STATEMENTS, Continued

10. Commitments and Contingencles, Continued

Insurance Contracts:

Prior to 1983, the Lottery had entered Into agreements with New York Insurance companies under which
the Lottery purchased annuitles and funding agreements under contracts that provide payments
corresponding to the Lottery’s obligation to the prize winners. Because it Is the Intent of the Lottery that
the Insurance companies make future instaliment payments directly to each prize winner, neither the
present value of the annuities and funding agreements nor the present value of the related future
payments are reflected in the accompanying financial statements. The Lottery may be liable for such
future payments If the insurance companies wera to default on thelr payments. Unpald amounts under
these arrangements approxlmated $118,000,000 at March 31, 1992,

Litigation:

The Lottery has been named as a defendant in several lawsuits. While the ultimate outcome of these
tavssuits cannot be predicted at this time, it Is the opinion of management and in-house counsel that the
disposition of any itigation in which the Lottery is lnvolved wilt not have a material adverse effect on the
financial position of the Lottery.

Federal Communications Commission (FCC} ruling:

On February 21, 1890, the FCC ruled, in response to a request from New York Telephone Company, that
the New York Telephone Company should be permitted to retroactively charge intrastate rates rather than
interstate rates for data telecommunications Hnes supplied to Armerican Telephone and Tefegraph
Company {AT&T) for use by the Lottery. The Loitery estimates the amount of retroactive adjustment to
approximate $10,108,000.

The Lottery and AT&T have petitioned the FCC to reconsider its ruling, and those petitions are currently
pending.

The ultimate outcomne of thls ruling cannot ba predicted at this time. Management and in-house counsel

believe that the final ruing will have no materlal Impact on the financial position of the Lottery.
Accordingly, no adjustment has been made to the accompanying financial statements.

13
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REPORT_OF INDEPENDENT ACCOUNTANTS
ON THE SUPPLEMENTARY FINANCIAL INFORMATION

New York State Lottery

Our report on the audit of the financial statements of the New York State Lottery as of March 31, 1692 and for
the year then ended appears on page 1. The audit was conducted for the purpose of forming an opinion on the
basic financial statements taken as a whole. The supplementary financial information Included on pages 15 and
16 Is presented for purposes of additional analysls and s not a required pant of the basic flnancial statements.
Such Information has been subjected to the auditing procedures appled In the audht of the basic financial
staterments and, In our opinion, s faldy stated, In all material respects, in relation to the basic financial statements
taken as a whole.

Coa}peﬂs. s /.7 bproed

Albany, New York
May 29, 1992
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NEW YORK STATE LOTTERY

COMBINING SCHEDULE OF ASSETS AND LIABILITIES

ASSETS
Current assets:
Cash and cash equivalents
Accounts recelvable
Investments, at amonized cost
Total current assets

Long-term investments, at amortized cost

March 31, 1992
{In Thousands)

All Cther
Games

$ 98,088
43,760
131,807
273,350

1,021,746

Equipment and leasehold improvements, net of

accumulated depreciation and amortization

Tolal assets

LIABILITIES
Current liabliities:
Prizes payable
Unclalmed and future prizes
Due to education
Due to administration
Other payables

Total current Habilitles
Long-term prizes payable
Commitments and contlngencles (Note 10}

Total Habilities

9,002

$1.304,098

$ 131,73
76,896
29,232
12,026

— 18463

268,348

1,035,750

15

City
Games

$ 488
341

829

a5
€57

829

Ellminations

Combined
Total

$ 9857
44,025
131,807

274,103

1,021,746

9,002

($ .76

$1,304,851

(76}

$ 131,731
76,991
29,889
12,026
18.464

( 79

269,101

1,035,750

$__.78

$1,304.851




NEW YORK STATE LOTTERY

COMBINING SCHEDULE OF REVENUES AND EXPENSES

For the Year Ended March 31, 1992

{in Thousands)

Al Other

Games

Ticket sales $2,057,162

Less:

Prizes { 965,752)
Agent commissions { 123,473)
Contractor fees (_ 57.882)
810,055

Gross profit on ticket sales
Generat and administrative expenses
- Income from operations
- Nonoperating revenues (expenses).

interest Income
f Interest expense - amortization of discount
f on prizes payable

Other, net

Total nonoperating revenues {expenses}

fncome earned and required aftocation
to education

* City Games began September 1891.

54,174

55,681

105,792

(  97.663)
1,143

9272

865,153

Combined
Total

$2,063,069

{ ©68,708)
{ 123827

(___58,259)

912,275
4,32

857,95

105,808

(  97,663)
576

8,722

866,677



