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To readers of the New York State Gaming Commission’s Comprehensive Annual Financial Report:

We are pleased to present the Comprehensive Annual Financial Report on the aid to education earning aspects
(Traditional Lottery and Video Lottery) of the New York State Gaming Commission for the fiscal year ended
March 31, 2015. This report has been prepared by the Financial Management Unit of the New York State Gaming
Commission. The Gaming Commission is responsible for the accuracy and fairness of all information included in
this report. To the best of our knowledge, the report presents fairly in all material respects the financial position
of the enterprise portions of the New York State Gaming Commission (Lottery) and the results of its operations
for the period covered.

For the purposes of this Comprehensive Annual Financial Report, the financial results, positions, and activities
of the New York State Gaming Commission’s Division of the Lottery and Division of Gaming’s Video Gaming
Department are referred to jointly as the Lottery. This combination is utilized since both operations are lottery
based and statutorily provide aid to education in New York State. The placement of these two education sup-
porting operations into different divisions of the New York State Gaming Commission was effective on February
1, 2013.

The report is presented in three sections: Introductory, Financial, and Statistical. The Introductory Section
contains this transmittal letter, which provides an overview of the Lottery and its annual report, and the Gaming
Commission’s organizational chart which lists principal officials and their positions within the agency. The Finan-
cial Section contains the Lottery’s basic financial statements, the notes to the statements, and the independent
auditor’s report. It also includes Management’s Discussion and Analysis which is supplementary information to
the statements and offers readers a general overview and analysis of the Lottery’s financial position and activi-
ties for the years covered by the statements. The Statistical Section includes certain financial, economic, and
demographic data for the New York Lottery over the last 10 years or as many years as are available.

The New York Lottery was established in 1967 as a result of a constitutional amendment. It is currently adminis-
tered by the Division of the Lottery, as part of the New York State Gaming Commission. It is operated in accor-
dance with provisions of the New York State Lottery for Education Law (Tax Law Article 34). The mission of the
Lottery is to raise revenue for education in the State of New York through the administration of lottery games.
The mission of the Video Gaming Department of the Gaming Division is to operate and administer the Video Lot-
tery program games and central system to raise revenues for aid to education.

The Lottery is included within the financial reporting entity of the State of New York as an enterprise fund. This
report represents only the financial position and activities of the Lottery and not the corresponding financial po-
sition and activities of the State of New York or other portions of the New York State Gaming Commission.
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History of the New York Lottery

In November 1966, a Constitutional Amendment was approved by 61% of New York voters to establish the New
York Lottery. Subsequently, Article 1, Section 9 of the Constitution of the State of New York was adopted to allow
lotteries operated by the State, with net proceeds to be applied to aid for education. New York was the second
state, behind New Hampshire, to conduct Lottery sales. A lottery commission was established as a division of
the Department of Taxation and Finance and the first lottery ticket was sold in New York in June 1967.

Administrative responsibilities for the Lottery were later transferred to the New York State Racing and Wagering
Board. The Lottery was then reconstituted in 1976, and the Division of the Lottery was established as an inde-
pendent division of the State Department of Taxation and Finance. Instant ticket sales resumed under this “new”
Lottery in September 1976.

In November 1978, a popular European game called “Lotto” was introduced in New York with an initial jackpot
of $250,000. The new game steadily gained in popularity until a computerized or “online” system of play was
introduced in September 1980 and the excitement of “Lottomania” began in New York. Also in September 1980
the Daily Numbers three-digit game began, followed by the Win 4 four-digit game in 1981. These staple games
kicked off a period of unprecedented growth in New York Lottery sales.

In 1987, a Keno game called “Pick 10” was introduced. It was followed in January 1992 by the addition of Take
Five — a pari-mutuel game with a smaller, but more winnable jackpot than Lotto. At the beginning of 1994, new
instant game technology was integrated into online sales terminals statewide. These new features improved
management of instant game tickets, accounting, security, and validation. For the first time, Lottery retailers
were able to pay prizes regardless of the place of purchase, order tickets through a telemarketing system, and
receive “hassle-free” automatic shipments of all new instant game launches. As a result, instant game sales
increased from $298 million in 1994 to over $1 billion by 1997.

In 1995, legislation authorized the implementation of Quick Draw, a monitor game offering more play options
and prizes than Pick 10. Quick Draw sales commenced in September 1995 and the game is now offered in
8,000 locations statewide in varied types of establishments.

Following the terrorist attacks on the World Trade Center in 2001, the State Legislature permitted New York’s en-
try into a multi-jurisdictional lottery game and authorized video lottery gaming at certain pari-mutuel racetracks.
In May 2002, the New York Lottery and the Ohio Lottery joined the participants of The Big Game and formed the
new Mega Millions multi-jurisdictional game.

Video lottery gaming was a major effort and it was January 2004 before the New York Lottery opened the doors
of the first video lottery gaming facility in the State. Video lottery gaming terminals operate as electronic lot-
tery games allowing multiple players to compete for prizes awarded as a result of random drawings. Results are
secured within the centrally located monitoring and control system. Video gaming facilities are now operational
at nine racetracks throughout the State.

In September 2009, the Lottery launched Sweet Million, a draw game featuring a one million dollar jackpot prize.
The introduction of this game was a response to consistent requests from players for a game with multiple jack-
pot winners, not just a single winner of a big jackpot. Sweet Million offered players the best odds of winning a
one million dollar prize. Sweet Million was retired in June 2014.

In 2009, the Mega Millions consortium began discussions with the Multi-State Lottery Association (MUSL), the
administrators of the national Powerball game, to cross sell each other’s games. The member states of each
consortium subsequently ratified an agreement that authorized the New York Lottery to join the multi-state Pow-
erball game and sales commenced in January 2010. The addition of this second multi-state game allows the
Lottery to offer New Yorkers the largest jackpot games in the nation four days per week.

2
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On February 1, 2013, the Division of the Lottery was merged with the New York State Racing and Wagering
Board into a single oversight entity called the New York State Gaming Commission. The Gaming Commission
has overall responsibility for regulation and enforcement of all gaming activity in New York State including horse
racing, charitable gaming, and Native American casinos. The Division of the Lottery was given responsibility to
administer all traditional lottery games as well as video lottery marketing. The Gaming Commission’s Division of
Gaming operates and administers the Video Lottery gaming program.

In June 2014, the Lottery launched Cash4Life, the first draw game in New York that offers “for-life” prizes at the
first and second prize levels. First prize is $1,000 a day for life and second prize is $1,000 a week for life. This
multi-state game was launched with New Jersey, and Pennsylvania and Virginia joined in 2015.

Traditional Lottery Games

The New York Lottery offers players the chance to participate in many various draw and instant games through
a retailer network of approximately 18,000 retailers. Current offerings include nine draw games, as well as the
introduction of approximately 38 new instant games each year. The wide variety of Lottery games offer different
methods of play, ranges of jackpot prizes, and convenience aspects that make playing the games fun, easy, and
exciting entertainment.

< NEW vop,.c MEGA MILLIONS is a multi-jurisdictional game in which the New York Lottery partici-

( ( pates with California, Georgia, Illinois, Massachusetts, Michigan, New Jersey, Ohio, Vir-
A ginia, Washington, and the Multi-State Lottery Association (Powerball). Players choose
‘L—Ml!wl@w five numbers from a pool of 75 and one number from a pool of 15 numbers. A player
MEGAPLIER’ wins the jackpot by matching all six winning numbers drawn. Smaller prizes ranging

from $1 to $1,000,000 can be won by matching one to five numbers. Players can select
to receive the jackpot in annual installments or in one lump sum payment. Tickets cost
one dollar and drawings are held twice per week, every Tuesday and Friday. Mega
Millions is also available by subscription. A Megaplier feature gives players a chance to
increase their non-jackpot prizes.

NEW YORK LOTTERY’S POWERBALL is a multi-jurisdictional game in which the New York Lottery participates
@@@@@@ with most other Mega Millions member states and the Multi-State Lottery Association
member lotteries. Players choose five numbers from a pool of 59 and one number

[POWE RIZWNG from a pool of 35 numbers. A player wins the jackpot by matching all six winning num-

bers drawn. Smaller prizes ranging from $4 to $1,000,000 can be won by matching one
to five numbers. Players can select to receive the jackpot in annual installments or in
one lump sum payment. Tickets cost two dollars and drawings are held twice per week,
every Wednesday and Saturday. A Power Play multiplier feature gives players a chance
to increase their non-jackpot prizes.

NEW YOREK LOTTO is played by choosing six numbers from a pool of 59 and is still played for two

games for one dollar. A player wins the jackpot by matching all six winning numbers

L " 'I' 'I' l] drawn, but can also win other prizes by matching at least three winning numbers. Play-
ers can select to receive the jackpot in annual installments or in one lump sum pay-
ment. Drawings are held twice per week, every Wednesday and Saturday. Lotto is also
available by subscription.

3
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CASHALIFE is played by choosing five numbers from a pool of 60 and one number
from a pool of 4 numbers. A player can win one of two jackpot prizes - a jackpot of

$1,000 a day for life by matching all six winning numbers drawn or a jackpot of $1,000
CAS I I a week for life by matching the first five numbers drawn. A player can also win other

I— I I= EW prizes by matching at least two of the winning numbers. Players can select to receive

4 the jackpot in annual installments or in one lump sum payment. Tickets cost two dol-
lars and drawings are held twice per week, every Monday and Thursday. This game was
launched in June 2014. Cash4Life is also available by subscription.

NUMBERS is played by choosing a three-digit number. A player wins prizes ranging
from $25 to $500 by matching the winning numbers drawn. Wagers begin at fifty
cents and drawings are held twice per day. Lucky Sum is an added feature that allows

Numbers players to win additional prizes by matching the sum of the player's numbers

to the sum of the winning numbers drawn for an extra one dollar wager. An Instant

Win feature also allows players to win up to $500 instantly for an additional one dollar

wager by matching their numbers to a set of numbers randomly generated at the point
of sale terminal.

WIN 4 is played by choosing a four-digit number. A player wins prizes ranging from
‘ " " ““ﬂ $25 to $5,000 by matching the winning numbers drawn. Wagers begin at fifty cents
l | and drawings are held twice per day. Lucky Sum is an added feature that allows Win
4 players to win additional prizes by matching the sum of the player's numbers to the
sum of the winning numbers drawn for an extra one dollar wager. An Instant Win fea-
ture also allows players to win up to $500 instantly for an additional one dollar wager
by matching their Win 4 numbers to a set of numbers randomly generated at the point
of sale terminal.

TAKE FIVE is played by choosing five numbers from a pool of 39. A player wins the
jackpot by matching all five winning numbers drawn, but can also win other prizes by
matching at least two of the winning numbers. Tickets cost one dollar and drawings
are held every night.

(D= oo PICK 10 is played by choosing 10 numbers from a pool of 80. A player wins the jackpot
of $500,000 if all 10 of their numbers are included among 20 winning numbers drawn

P I G l 0 by the Lottery. Wagers begin at one dollar. Other prizes can also be won by matching
six, seven, eight, nine, or none of the winning numbers drawn. Drawings are held every

night.

NEW YORK LOTTERY

p QUICK DRAW is played by choosing one to 10 numbers from a pool of 80. A player
aulok wins prizes ranging from $1 to $100,000 based on how many numbers they match to
‘ the 20 winning numbers drawn by the Lottery. Wagers begin at one dollar. An Extra

Dra multiplier feature gives players a chance to increase their prize. Drawings are held
every four minutes on a daily basis except for the half-hour from 3:30 a.m. to 4:00 a.m.

INSTANT GAMES are played by scratching a covering from pre-printed tickets to re-
veal prizes. There are a large variety of games and price points available for sale at any
given time.
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Video Lottery Gaming

On January 28, 2004, the New York Lottery commenced Video Lottery Gaming operations with the opening of
Saratoga Gaming & Raceway in Saratoga Springs. Since that date, the Lottery has opened eight additional video
gaming facilities across the State. As of March 31, 2015, these nine facilities operate a statewide total of approxi-
mately 18,000 video lottery terminals.

Video Lottery Gaming was initially conducted 16 hours per day at each gaming facility, but legislation effective
August 11, 2010 allowed an additional four hours per day. Most games utilize a central determinant system that
draws winners from a centralized finite prize pool, similar to the administration of an instant scratch-off game.
New York also offers electronic table games in six locations which use mechanical devices or computerized
random number generators to determine results for groups of players. By statute, video lottery games must pay
out a minimum of 90% in prizes.

As of February 1, 2013, the operation and administration of the State’s Video Lottery Gaming program is adminis-
tered by the Division of Gaming within the New York State Gaming Commission.

New York State Video Gaming Facility Locations
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Resorts World Casino New York City is located at Aqueduct Racetrack in Jamaica.
Owned by the State of New York and operated by Genting NY, LLC, Resorts World
Casino opened on October 28, 2011, and operates approximately 5,000 video gaming
machines

Empire City Casino at Yonkers Raceway is located in Yonkers. Owned and operated
by Yonkers Racing Corp., Empire City Casino opened on October 11, 2006, and oper-
ates approximately 5,300 video gaming machines.

Saratoga Casino & Raceway is located in Saratoga Springs. Owned and operated by
Saratoga Harness Racing Inc., Saratoga Casino & Raceway opened on January 28, 2004,
and operates 1,780 video gaming machines.

Monticello Casino & Raceway is located in Monticello. Owned and operated by
Empire Resorts, Monticello Casino & Raceway opened on June 30, 2004, and operates
1,110 video gaming machines.

Finger Lakes Gaming & Racetrack is located in Farmington. Owned and operated by
Delaware North Inc., Finger Lakes Gaming & Racetrack opened on February 18, 2004,
and operates 1,549 video gaming machines.

Hamburg Gaming is located on the Fairgrounds in Hamburg, near Buffalo. Owned
by the Erie County Agricultural Society and operated by Delaware North Inc., Hamburg
Gaming opened on March 17, 2004, and operates 940 video gaming machines.

Vernon Downs Casino is located in Vernon. Owned and operated by American Racing
& Entertainment LLC, Vernon Downs Casino opened on October 26, 2006, and oper-
ates 767 video gaming machines.

Tioga Downs Casino is located in Nichols. Owned and operated by American Racing
& Entertainment LLC, Tioga Downs Casino opened on July 4, 2006, and operates 802
video gaming machines.

Batavia Downs Gaming is located in Batavia. Owned and operated by Western Re-
gional Off-Track Betting Corporation, Batavia Downs Gaming opened on May 18, 2005,
and operates 788 video gaming machines.
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New York Economic Outlook

As of June 2015, New York’s unemployment rate was 5.5%. This was down 0.8 percentage points from the 6.3%
unemployment rate in June 2014. Approximately 539,000 are unemployed from a work force of approximately
9.7 million. The five year history of New York State unemployment rates are listed in the following table.

Year Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec ﬁcg

2015 58% 58% 57% 57% 57% 55% N/A N/A N/A N/A N/A N/A N/A
2014 6.8% 6.7% 6.6% 65% 64% 63% 61% 60% 6.0% 59% 58% 58% 6.2%
2013 80% 7.9% 78% 7.7% 76% 76% 75% 75% 74% 72% 71% 7.0% 7.5%
2012 8.6% 86% 86% 87% 87% 86% 85% 84% 83% 82% 81% 80% 8.4%

2011 83% 82% 81% 81% 81% 82% 82% 83% 84% 84% 85% 85% 83%

New York is currently above the national unemployment rate, which dropped by 0.8 percentage points from a
year ago to 5.3% in June 2015. New York’s unemployment rate has also declined from the previous year for
each of the six months reported so far for 2015. All unemployment figures above were provided by the United
States Bureau of Labor Statistics.

Improving unemployment rates will provide a favorable environment for Lottery sales in the coming year. As a
mature lottery, the New York Lottery expects only incremental growth in most of the traditional lottery games.
The main potential for higher growth is in jackpot-driven games like Mega Millions and Powerball, during inter-
vals when jackpots roll to higher levels and drive higher sales. Two additional video lottery gaming facilities are
expected to open at Off Track Betting locations on Long Island within the next 12-24 months.

As part of the Lottery’s long-term financial planning, the Lottery routinely prepares sales and profit projections
and assists the New York State Division of the Budget in preparing Traditional Lottery and Video Lottery revenue
estimates to be used in the State’s five-year financial plan.
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Accomplishments

In the fiscal year ended March 31, 2015, New York Lottery revenues reached $9.156 billion while net profit
earned for aid to education reached $3.111 billion. Compared to the previous year, instant game sales
increased by $83.0 million or 2.3%. Most of this growth was due to a mix of games that were more attrac-
tive to the player.

In June 2014, the Lottery launched Cash4Life, the first draw game in New York that offers “for-life” prizes
at the first and second prize levels. First prize is $1,000 a day for life and second prize is $1,000 a week
for life. This multi-state game was launched with New Jersey, and Pennsylvania and Virginia joined in
2015.

Pursuant to the November 2013 statewide referendum allowing commercial casino gaming in restricted
zones within New York State, the Gaming Commission accepted sixteen applications for as many as four
new casinos to be licensed in three regions of the state. The proposals were evaluated by a five member
Gaming Facility Location Board, assisted by Gaming Commission staff and outside consultants. Three ap-
plicants were recommended for licensure: Montreign Resort Casino in Thompson, Rivers Casino & Resort
in Schenectady, and Lago Resort & Casino in Tyre. Background reviews are being conducted and licens-
es are expected to be awarded by the end of 2015.

Resorts World Casino New York City at Aqueduct Racetrack showed continued growth as annual rev-
enues grew to $816 million, a 3.0% increase over the prior year. Resorts World now houses approximately
900 electronic table games representing nearly 18% of its gaming floor.

Fiscal year 2014-15 represents the first full year of increased free play allowance from 10% of net win to
15% of net win at video lottery gaming facilities. The larger allowance has allowed video gaming facilities
to attract new and more frequent customer visits to their facilities.

Future Projects

In the first quarter of fiscal year 2015-16, the New York Lottery will add Cash4Life to its suite of draw
games that are available for purchase by subscription. The game’s jackpot prizes are popular with play-
ers and groups, making it an attractive addition to the online offerings of Lotto and Mega Millions. Players
will be able to purchase a Cash4Life subscription ranging from 10 to 104 consecutive draws.

An additional play feature will be added to the Numbers and Win 4 games in the third quarter of fiscal
year 2015-16. “Close Enough” will allow players to win additional prizes if one of their chosen numbers is
only “1-off” from the winning numbers drawn. This new wager has been very popular with players in other
Lottery jurisdictions.

The Gaming Commission will complete background reviews for the three commercial casino applicants
recommended by the Gaming Facility Location Board. The Commission expects to issue casino licenses
to approved applicants by the end of 2015. This will allow construction to proceed on the casinos, which
must be operational within 24 months of the issuance of a license.
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B The Gaming Commission issued a second Request for Applications in New York’s Southern Tier Region,
where an applicant was not recommended for licensure in the first round. The Gaming Facility Location
Board is expected to review and make a recommendation on new applications before the end of the cal-
endar year to determine whether a fourth commercial casino license will be issued in the State.

B Suffolk County Regional Off-Track Betting Corporation continues to seek local approval for a video lottery
gaming facility in Medford. No site has yet been selected for the video lottery gaming facility to be oper-
ated by Nassau County Regional Off-Track Betting Corporation. Both facilities are expected to house up
to 1,000 video gaming machines.

B Legislation passed in the 2015-16 Executive Budget allows for the introduction of new electronic table
games (ETGs) such as Blackjack and Three Card Poker at video lottery gaming facilities. The new ETGs
will have the largest growth potential at Resorts World Casino (with a projected 400 new ETGs) and Em-
pire City Casino (with a projected 100 new ETGs).

B In this coming year, the Statewide Financial System (SFS) will launch a new initiative to deliver significant
new financial management functionality for New York State agencies. The SFS Enterprise Enhancement
Phase 1 (EE1) project is scheduled for go-live in October 2015. This is the first of several steps in leverag-
ing the power of SFS to align with best practices, improve financial transaction efficiency, retire legacy IT
systems, and create an end-to-end financial system for procurement, travel, payments, accounting, proj-
ect costing, assets, financial management, and reporting.

Financial Information

Internal Controls

The New York State Gaming Commission is required to maintain a system of internal controls to safeguard
assets, prevent fraud and abuse, and ensure accurate financial information. To this end, the Commission has
established an Internal Controls unit that reports directly to the Internal Control Officer. Standards for internal
controls, as issued by the NYS Office of the State Comptroller, are posted to the Commission intranet for all em-
ployees to access. Also posted are the agency’s Internal Control Guidelines, which provide executive support
for the program and clear direction on staff responsibilities in carrying out the program. All managers conduct
annual internal control reviews within their units. During these reviews, risk is assessed and controls are docu-
mented, evaluated, and tested. The Commission annually certifies the effectiveness of its Internal Controls pro-
gram to the NYS Division of Budget.

The Gaming Commission’s Internal Audit Unit regularly reviews and evaluates all activities of the Lottery from an
internal control perspective and issues reports to management recommending improvements to the system of
internal controls as necessary.

Beyond these internal reviews, the Lottery’s financial statements are audited on an annual basis by a certified
public accounting firm. As a state agency, the Gaming Commission is also subject to periodic audits by the Of-
fice of the State Comptroller.



Comprehensive Annual Financial Report | 2015

Budgetary Controls

New York State law limits administrative expenditures on Lottery operations to 15% of traditional lottery game
sales and 10% of Video Lottery Gaming net win. In addition, the legislature sets appropriation limits in the annual
State budget which establish maximum amounts that can be spent on administrative costs other than sales-
based agent commissions and vendor fees. Payment of expenditures is made through the Office of the State
Comptroller which verifies compliance with budgetary appropriations. Historically, the New York Lottery has ef-
ficiently controlled spending well below its statutory limit, allowing for unused administration funds to be trans-
ferred to the education account as surplus. For the year ended March 31, 2015, administrative surplus amounted
to $464.8 million.

Debt Administration

The Lottery’s long-term liabilities consist primarily of installment payments due to winners of lottery jackpots.
This debt is funded by United States government-backed securities and New York City municipal bonds whose
interest payments and maturities are timed to correspond with payments due to prize winners. As of March 31,
2015, the accrued value of the Lottery’s installment prizes payable was $1.415 billion, with $138.0 million payable
within one year and $1.277 billion classified as long-term.

Financial Policy Changes

There were no financial policy changes during the year ended March 31, 2015.

Independent Audit

The New York Lottery’s annual financial statements are audited by a certified public accounting firm. The state-
ments include pertinent footnotes and Management’s Discussion and Analysis. The statements for the year
ended March 31, 2015 were audited by KPMG LLP. The auditor’s report and the financial statements are includ-
ed in the Financial Section of this report.

Social Responsibility

As a member of the World Lottery Association (WLA) since 2009, the New York Lottery has been a strong sup-
porter of the WLA's Responsible Gaming Framework which outlines the actions a gaming operator must under-
take to demonstrate its commitment to globally accepted Responsible Gaming best practices. The New York
Lottery demonstrates its commitment to Responsible Gaming by making it an integral part of our daily operations
in the best interest of our players, our beneficiary, and all New Yorkers. The New York Lottery’s evolving Respon-
sible Gaming Program is rooted in the following WLA principles:

B We take reasonable and balanced measures to meet our objectives while protecting vulnerable groups.

B We ensure our practices and procedures reflect a combination of government regulations, operator self-
regulation, and individual responsibility.

B We develop our practices concerning Responsible Gaming-related issues on the fullest possible under-
standing of relevant information and analysis of documented research.

10
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B We work with stakeholders to share information, develop research, and promote Responsible Gaming as
broadly as possible, and encourage a better understanding of the social impact of gaming.

B We promote only legal and responsible gaming in all aspects of our activities, including the develop-
ment, sale, and marketing of our products and activities, and make reasonable effort to ensure our
agents do the same.

B We provide the public with information in an accurate and balanced manner to enable individuals to
make informed choices

Certificate of Achievement

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of
Achievement for Excellence in Financial Reporting to the New York Lottery for its comprehensive annual financial
report for the fiscal year ended March 31, 2014. In order to be awarded a Certificate of Achievement, a govern-
ment must publish an easily readable and efficiently organized comprehensive annual financial report. This
report must satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive

annual financial report continues to meet the requirements of the Certificate of Achievement Program, and we
are submitting it to the GFOA to determine its eligibility for another certificate.
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New York State Gaming Commission Organization Chart
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Certificate of Achievement
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Statistical Section Overview (unaudited)

This part of the New York Lottery's Comprehensive Annual Financial Report presents detailed statistical data to
provide context for understanding the information covered in the preceding sections of the report. The data is
intended to give greater insight into the following five general categories of information.

Financial trends

These schedules allow the reader to compare and contrast the Lottery’s activities and results over time.

Revenue capacity

These schedules allow the reader to compare the various games that are the source of the Lottery’s
revenue.

Debt capacity
This schedule shows Lottery debt and the capacity to pay for it.

Demographic and economic information

These schedules should allow the reader to see the demographic and economic environment in which
the Lottery operates.

Operating information

These schedules attempt to show the reader the relationship between the revenue earned by the Lot-
tery and the resources required to produce it.
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New York Lottery
Net Position
Most Recent 10 Fiscal Years

(in thousands)

Net Position 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Investment in capital assets $ 8,635 $  (152) $ (169) $ 77) $ 95 $ (90) $ 43 $ 5 $ - $ -
Restricted for future prizes 130,129 103,815 110,008 72,026 79,119 104,894 140,965 184,824 150,194 138,995
Unrestricted 77,657 86,215 163,495 205,623 89,633 105,786 230,290 267,919 159,694 253,988
Total $216,421 $189,878 $ 273,334 $ 277,572 $ 168,847 $ 210,590 $ 371,298 $452,748 $309,888 $392,983

New York Lottery
Changes in Net Position
Most Recent 10 Fiscal Years

(in thousands)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Operating revenue
Lottery games revenue $ 6,802,842 $ 7,175,104 $ 7,548,465 $ 7,660,145 $ 7,818,316 $7,868,211 $8,439,473 $ 8,934,288 $ 9,226,490 $ 9,156,336
Operating expenses
Prize expense (3,853,270) (3,970,739) (3,952,761) (4,003,267) (3,951,226) (3,967,672) (4,130,406) (4,218,988) (4,407,924) (4,396,853)
Retailer commissions (511,059) (595,348) (708,514) (839,312) (875,430) (881,923) (1,036,958) (1,236,613) (1,290,202) (1,282,568)
Gaming contractor fees (88,028) (100,554) (120,887) (126,479) (133,587) (143,254) (173,704) (209,321) (219,745) (219,731)
Instant ticket direct expenses (32,091) (28,095) (28,160) (32,755) (28,575) (26,145) (25,194) (21,771) (18,871) (20,566)
Telecommunications (28,421) (28,441) (28,013) (28,109) (24,485) (19,206) (20,330) (20,954) (21,357) (17,827)
Marketing and advertising expense (74,686) (83,813) (81,756) (80,947) (86,414) (92,141) (85,825) (89,995) (89,779) (75,812)
Personal service and fringe benefits (25,481) (27,023) (28,606) (31,227) (30,663) (31,324) (31,020) (30,244) (32,343) (28,883)
Other administrative costs (11,015) (13,279) (12,189) (11,678) (11,362) (11,049) (9,620) (16,295) (8,465) (11,443)
State Agency charges (9,469) (13,208) (3,461) (1,710) (1,540) (1,739) (1,618) (1,458) (2,784) (4,441)
Depreciation (2,487) (3,051) (4,654) (4,599) (2,851) (2,247) (1,677) (38) (5) -
Total operating expenses (4,636,007) (4,863,551) (4,969,001) (5,160,083) (5,146,133) (5,176,700) (5,516,352) (5,845,677) (6,091,475) (6,058,124)
Operating income 2,166,835 2,311,553 2,579,464 2,500,062 2,672,183 2,691,511 2,923,121 3,088,611 3,135,015 3,098,212
Nonoperating revenue (expenses)
Investment income 47,179 102,316 175,035 123,909 (40,024) 90,928 196,965 107,719 (35,364) 148,914
Other revenues (expense), net (143) (566) (40,104) (271) (298) 381,995 (230) (279) 1,340 8,982
Investment expense, net (84,492) (80,206) (74,804) (75,512) (74,205) (73,537) (71,160) (68,827) (70,893) (62,443)
Total nonoperating revenue (expenses) (37,456) 21,544 60,127 48,126 (114,527) 399,386 125,575 38,613 (104,917) 95,453
Income before required allocation 2,129,379 2,333,097 2,639,591 2,548,188 2,557,656 3,090,897 3,048,696 3,127,224 3,030,098 3,193,665
Required allocation for aid to education (2,202,619) (2,359,640) (2,556,135) (2,543,950) (2,666,381) (3,049,154) (2,887,988) (3,045,774) (3,172,958) (3,110,570)
Change in net position $ (73240) $ (26543) $ 83456 $ 4238 $ (108,725) $ 41,743 $ 160,708 $ 81,450  $ (142,860) $ 83,095
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New York Lottery
Major Components of Lottery Revenue
Most Recent 10 Fiscal Years

(in thousands)

fiscal sales fiscal contribution to fiscal fiscal agent
year revenue year education year prizes year commissions
2006  $6,802,842 2006 $ 2,202,619 2006 $ 3,853,270 2006 $ 511,059
2007  $7,175,104 2007 $ 2,359,640 2007 $ 3,970,739 2007 % 595,348
2008  $7,548,465 2008 $ 2,556,135 2008 $ 3,952,761 2008 $ 708,514
2009 $7,660,145 2009 $ 2,543,950 2009 $ 4,003,267 2009 $ 839,312
2010 $7,818,316 2010 $ 2,666,381 2010 $ 3,951,226 2010 $ 875,430
2011  $7,868,211 2011 $ 3,049,154 2011 $ 3,967,672 2011 $ 881,923
2012 $8,439,473 2012 $ 2,887,988 2012 $ 4,130,406 2012 % 1,036,958
2013  $8,934,288 2013 $ 3,045,774 2013 $ 4,218,988 2013 $ 1,236,613
2014  $9,226,490 2014 $ 3,172,958 2014 $ 4,407,924 2014 $ 1,290,202
2015 $9,156,336 2015 $ 3,110,570 2015 $ 4,396,853 2015 % 1,282,568
Lottery Sales Revenue, Net Net Revenues to Education
$10,000,000 $3,500,000
$9,000,000 $3,000,000
$8,000,000
$7,000,000 1 $2,500,000 1
$6,000,000 $2,000,000 |
$5,000,000
$4,000,000 $1,500,000
$3,000,000 $1,000,000
$2,000,000
$500,000
$1,000,000
$0 $0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Lottery Prizes Awarded Agent Commissions
$5,000,000 $1,400,000
$4,500,000
$1,200,000
$4,000,000
$3,500,000 -_= $1,000,000
$3,000,000 - $800,000
$2,500,000
$2,000,000 - $600,000 -
$1,500,000 - $400,000 |
$1,000,000 -
B $200,000 |
$500,000
$0 - $0 -
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

42



Comprehensive Annual Financial Report | 2015

New York Lottery
Revenue from Lottery Game Sales
Most Recent 10 Fiscal Years

(in thousands)

Games 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Draw Games:
Lotto $ 252,643 $ 216,572 $ 208,400 $ 178,075 $ 178,239 $ 132,657 $ 122,272 $ 110,026 $ 94,563 $ 83,960
Take Five 335,533 326,775 319,809 328,431 306,332 283,217 283,843 266,031 256,071 239,022
Pick 10 32,527 31,874 32,220 32,033 32,234 30,498 30,757 30,103 29,393 27,983
New York Numbers 827,409 854,791 856,539 850,331 845,401 854,430 880,536 847,203 873,845 870,505
Win-4 662,574 702,550 718,522 740,163 765,848 776,579 813,755 793,543 831,156 852,017
Quick Draw 460,528 444,978 444,256 424,422 411,898 424,192 502,039 579,929 654,158 693,758
Promotional Games* 154,881 102,026 17,797 8,388 0 0 0 0 1,832 0
Sweet Million 0 0 0 0 35,583 45,008 39,398 35,054 32,565 6,305
Powerball 0 0 0 0 36,320 202,628 296,576 468,404 462,974 304,540
Mega Millions 563,151 454,910 481,636 467,141 558,167 463,049 464,579 254,432 400,480 287,809
Other Multi- State Draw Games** 0 0 0 0 0 0 0 0 0 124,989
Total Draw Games 3,289,246 3,134,476 3,079,179 3,028,984 3,170,022 3,212,258 3,433,755 3,384,725 3,637,037 3,490,888
Video Lottery*** 315,701 522,668 875,281 965,074 1,037,248 1,109,562 1,426,784 1,825,369 1,912,320 1,905,309
Instant Cash Games 3,197,895 3,517,960 3,594,005 3,666,087 3,611,046 3,546,391 3,578,934 3,724,194 3,677,133 3,760,139
Total Sales $ 6,802,842 $7,175,104 $ 7,548,465 $7,660,145 $ 7,818,316 $ 7,868,211 $ 8,439,473 $8,934,288 $9,226,490 $9,156,336

*Promotional games are special games which are offered for only a limited period of time. The number of these games and their durations vary from year to year.
**QOther Multi-State Draw Games include Cash 4 Life and Monopoly Millionaires' Club.
***Sales revenue for Video Lottery represents net machine income which is the amount left in the video gaming machines after players have taken their prizes.

New York Lottery
Operating Expenses and Allocations to the State for Education
Most Recent 10 Fiscal Years

(in thousands)

2006 007 2008 009 2010 2011 012 2013 2014 2015

Operating Expenses

Prizes $3,853,270 $3,970,739 $3,952,761 $4,003,267 $3,951,226 $3,967,672 $4,130,406 $4,218,988 $4,407,924 $4,396,853
Retailer comm./Contractor fees 599,087 695,902 829,401 965,791 1,009,017 1,025,177 1,210,662 1,445,934 1,509,947 1,502,299
Instant Ticket Costs 32,091 28,095 28,160 32,755 28,575 26,145 25,194 21,771 18,871 20,566
Administration 151,559 168,815 158,679 158,270 157,315 157,706 150,090 158,984 154,733 138,406
Total Operating Expenses $4,636,007 $4,863,551 $4,969,001 $5,160,083 $5,146,133 $5,176,700 $5,516,352 $5,845,677 $6,091,475 $6,058,124
Allocations to the State $2,202,619 $2,359,640 $2,556,135 $2,543,950 $2,666,381 $3,049,154 $2,887,988 $3,045,774 $3,172,958 $3,110,570
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New York Lottery
Outstanding Debt
Most Recent 10 Fiscal Years

(in thousands)

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Outstanding debt
Prizes payable $1,322,310 $1,337,108 $1,364,275 $1,420,901  $1,448,648 $1,430,410 $1,477,549  $1,494555  $1,458,127  $1,415275
Unclaimed prizes 189,229 230,015 223,978 189,248 281,482 325,013 335,110 345,115 471,181 577,253
Due to education 388,920 303,436 175,735 175,714 139,385 168,697 227,586 260,381 251,558 213,309
Accounts payable/accrued liabilities 17,217 57,796 27,004 20,718 12,800 169,903 25,150 25,844 41,501 26,978
Deferred ticket sales 9,133 9,251 14,688 12,301 11,239 11,808 9,602 8,352 9,487 9,714
Compensated absences 4,840 1,451 1,507 1,588 1,846 1,829 2,427 1,895 1,801 1,584
Capital leases 7,710 16,005 11,426 6,895 3,872 1,810 - - - -
Total outstanding debt 1,939,359 1,955,062 1,818,613 1,827,365 1,899,272 2,109,470 2,077,424 2,136,142 2,233,655 2,244,113

Resources available to pay outstanding debt

Cash $ 331,317 $ 375220 $ 105361 $ 43,947 $ 153220 $ 230,468 $ 386,230 $ 444,837 $ 515992 $ 490,819
Acounts receivable 451,198 481,329 472,367 480,213 417,233 598,435 469,732 441,486 479,000 526,292
Investments 1,355,015 1,260,419 1,492,973 1,561,529 1,483,903 1,478,595 1,584,726 1,694,184 1,539,410 1,609,281

Total resources available for debt 2,137,530 2,116,968 2,070,701 2,085,689 2,054,356 2,307,498 2,440,688 2,580,507 2,534,402 2,626,392

Ratio of debt to available resources 91% 92% 88% 88% 92% 91% 85% 83% 88% 85%

New York State Demographic Information
Last 10 Calendar Years Available

Change Change

From Personal Income From

Prior Total Per Prior Unemployment
Year Population  Year (in_millions) Capita Year Rate
2004 19,227,000 0.19% $ 737,756 $ 38,371 6.54% 5.5%
2005 19,255,000 0.15% $ 805,717 $ 41,845 9.05% 4.8%
2006 19,306,000 0.26% $ 818,426 $ 42,392 1.31% 4.4%
2007 19,298,000 -0.04% $ 914432 $ 47,385 11.78% 4.2%
2008 19,490,000 0.99% $ 937,010 $ 48,076 1.46% 4.9%
2009 19,541,000 0.26% $ 917,610 $ 46,958 -2.33% 8.1%
2010 19,378,000 -0.83% $ 946,054 $ 48,821 3.97% 8.3%
2011 19,465,000 0.45% $ 983868 $ 50,545 3.53% 7.8%
2012 19,570,000 0.54% $ 1,019,514 $ 52,095 3.07% 8.4%
2013 19,651,000 0.41% $ 1,062,391 $ 54,063 3.78% 7.5%

Sources: Bureau of Economic Analysis
U.S. Department of Commerce
U.S. Census Bureau
New York State Department of Labor,

Compiled by the Office of the State Comptroller of New York
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Employment by Industry
Most Recent 10 Years Available

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
Private employment
Forestry, fishing, etc. 22,684 23,280 23,271 23,707 23,744 14,341 14,274 13,574 13,504 13,535
Mining 10,022 9,516 9,866 9,959 10,675 14,286 16,157 13,474 16,354 13,545
Utilities 42,213 40,623 40,651 40,506 40,119 40,355 41,026 39,746 38,853 37,718
Construction 456,704 467,615 483,981 508,530 527,531 533,932 481,531 460,003 457,019 465,546
Manufacturing 642,125 626,157 612,145 598,993 584,955 565,032 501,685 488,760 486,728 490,214
Wholesale trade 384,490 389,951 391,525 394,772 397,410 390,550 368,081 362,207 368,266 376,376
Retail trade 1,025,356 1,039,785 1,058,146 1,065,731 1,073,776 1,066,636 1,017,181 1,037,002 1,049,816 1,080,494
Transportation, warehouse 309,902 317,870 327,069 337,573 334,622 346,712 324,256 319,556 322,951 339,507
Information 308,447 305,139 310,275 312,293 302,404 301,954 292,108 288,921 293,900 303,600
Finance, insurance 688,840 696,548 711,845 733,599 731,480 789,048 785,910 813,265 840,182 886,294
Real estate, rental, leasing 380,434 407,062 436,758 466,261 470,170 565,276 523,673 525,680 560,100 525,324
Professional, technical 794,919 823,816 835,753 866,101 869,279 900,523 857,138 836,836 865,670 898,786
Management 126,239 125,968 130,060 135,334 137,157 139,224 139,298 145,749 144,407 146,467
Administrative, waste services 513,021 529,832 537,833 539,449 559,928 567,179 526,294 547,991 565,216 583,641
Education 363,734 376,935 388,285 401,273 405,562 412,051 414,554 426,934 439,928 441,063
Health care, social assistance 1,400,504 1,421,958 1,440,752 1,466,699 1,483,772 1,500,582 1,507,891 1,532,549 1,552,866 1,586,051
Arts, entertainment, recreation 270,871 283,129 287,510 295,198 299,829 320,716 316,950 313,381 322,386 336,168
Accommodation, food service 572,337 583,087 591,426 598,360 616,162 628,012 628,254 652,705 685,582 723,476
Other services 584,642 588,524 591,172 605,482 609,995 612,489 596,445 592,029 601,412 677,681
Total 8,897,484 9,056,795 9,208,323 9,399,820 9,478,570 9,708,898 9,352,706 9,410,362 9,625,140 9,925,486
Government employment

Federal, civilian 135,408 130,490 128,925 127,015 127,046 127,037 127,052 132,803 121,187 118,511
Military 57,140 56,362 56,257 57,590 57,087 59,940 60,058 60,269 61,472 60,310
State 250,308 249,034 247,293 246,101 247,038 250,133 246,748 242,306 236,299 233,078
Local 1,059,876 1,063,024 1,068,446 1,069,467 1,079,349 1,091,269 1,091,970 1,082,820 1,058,850 1,045,252
Total 1,502,732 1,498,910 1,500,921 1,500,173 1,510,520 1,528,379 1,525,828 1,518,198 1,477,808 1,457,151
Total nonfarm employment 10,400,216 10,555,705 10,709,244 10,899,993 10,989,090 11,237,277 10,878,534 10,928,560 11,102,948 11,382,637
Total farm employment 59,641 54,827 54,243 52,102 50,784 51,724 51,219 50,628 51,584 51,609
Total employment 10,459,857 10,610,532 10,763,487 10,952,095 11,039,874 11,289,001 10,929,753 10,979,188 11,154,532 11,434,246

Source: Regional Economic Information System, Bureau of Economic Analysis
through the Office of the State Comptroller
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New York Lottery
Operating Information
Most Recent 10 Fiscal Years

(in thousands)

006 2007 008 009 010 2011 2012 2013 2014 015
Draw Games
Sales $3,289,246 $ 3,134,476 $3,079,179 $ 3,028,984 $ 3,170,022 $ 3,212,258 $3,433,755 $3,384,725 $3,637,037 $ 3,490,888
Prizes $1,741,777 $ 1,634,152 $ 1,554,302 $ 1,544,341 $ 1,582,169 $ 1,602,202 $1,725,238 $1,685,102 $1,898,153 $1,824,620
Percent of sales 53% 52% 50% 51% 50% 50% 50% 50% 52% 52%
Retailer commissions $ 196,857 $ 187,066 $ 183,961 $ 180,685 $ 189,204 $ 191,876 $ 205,157 $ 202,253 $ 217,425 $ 208,667
Percent of sales 6% 6% 6% 6% 6% 6% 6% 6% 6% 6%
Contractor fees $ 41,351 $ 39,660 $ 39,378 $ 38,691 $ 39,224 $ 30,260 $ 33,392 $ 34,178 $ 36,152 $ 34,341
Percent of sales 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Instant Games
Sales $3,197,895 $ 3,517,960 $ 3,594,005 $ 3,666,087 $ 3,611,046 $ 3,546,391 $3,578,934 $3,724,194 $3,677,133 $3,760,139
Prizes $2,111,635 $ 2,336,626 $2,398,636 $ 2,459,439 $ 2,369,845 $ 2,365,847 $2,405,555 $2,534,890 $2,511,112 $2,572,353
Percent of sales 66% 66% 67% 67% 66% 67% 67% 68% 68% 68%
Retailer commissions $ 192,094 $ 211,370 $ 216,830 $ 219,974 $ 216,664 $ 212,781 $ 214,736 $ 223,449 $ 221,886 $ 226,024
Percent of sales 6% 6% 6% 6% 6% 6% 6% 6% 6% 6%
Contractor fees $ 23,848 $ 26,221 $ 26,809 $ 27,386 $ 27,505 $ 32,466 $ 35231 $ 40,734 $ 41,064 $ 41,341
Percent of sales 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
Ticket and related costs $ 32,091 $ 28,095 $ 28,160 $ 32,755 $ 28,575 $ 26,145 $ 25,194 $ 21,771 $ 18871 $ 20,566
Percent of sales 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Video
Sales (net machine income) $ 315,701 $ 522,668 $ 875,281 $ 965,074 $ 1,037,248 $ 1,109,562 $1,426,784 $1,825,369 $1,912,320 $1,905,309

Facility commissions $ 122,108 $ 196,912 $ 307,723 $ 438,653 $ 469,562 $ 477,266 $ 617,065 $ 810,911 $ 850,891 $ 847,877

Percent of sales 39% 38% 35% 45% 45% 43% 43% 44% 44% 45%
Contractor fees $ 22,829 $ 34,673 $ 54,700 $ 60,402 $ 66,858 $ 80,528 $ 105,081 $ 134,409 $ 142,529 $ 144,049

Percent of sales 7% 7% 6% 6% 6% 7% 7% 7% 7% 8%
All Games

Sales $6,802,842 $ 7,175,104 $ 7,548,465 $ 7,660,145 $ 7,818,316 $ 7,868,211 $8,439,473 $ 8,934,288 $9,226,490 $9,156,336

Administrative costs $ 151,559 $ 168,815 $ 158,679 $ 158,270 $ 157,315 $ 157,706 $ 150,090 $ 158,984 $ 154,733 $ 138,406

Percent of sales 2% 2% 2% 2% 2% 2% 2% 2% 2% 2%
Number of Employees 333 334 342 359 351 333 331 311 313 305

Number of Retailers 16,000 16,000 16,100 16,500 16,700 16,553 16,806 17,000 17,500 18,000
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New York Lottery
Capital Assets
Most Recent 10 Fiscal Years

(in thousands)

Leasehold improvements

Cost

Accumulated
Depreciation

Net
Value

$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000

$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000
$ 4,526,000

e R R R R A ]
1

Cost

Equipment

Accumulated
Depreciation

$ 14,963,000
$ 25,800,000
$ 25,858,000
$ 26,018,000
$ 26,018,000
$ 26,018,000
$ 26,018,000
$ 2,022,000
$ 1,911,000
$ 1,911,000

$ 6,896,000
$ 9,947,000
$ 14,601,000
$ 19,200,000
$ 22,051,000
$ 24,298,000
$ 25,975,000
$ 2,017,000
$ 1,911,000
$ 1,911,000

Net

Value
$ 8,067,000
$ 15,853,000
$11,257,000
$ 6,818,000
$ 3,967,000
$ 1,720,000
43,000
5,000

$
$
$
$

Note: In 2013, ownership of video gaming surveillance equipment passed from the Lottery

47

to the gaming facilities. The cost of the equipment was $23,996,000 and it was
fully depreciated.





