
____________
1/ Instant Tickets, Advertising, On-line Vendor Fees, and Retailer Commissions are appropriated as a percentage of sales.  Therefore, the amounts shown

for those line items in FY 2000 and FY 2001 are estimates only.
2/ An amount equal to 3.1% of instant ticket sales is appropriated for the printing of instant tickets or for contractual obligations concerning instant ticket

distribution.  This amount is currently estimated to be $3,536,100 in FY 2000 and $3,637,600 in FY 2001.  (General Appropriation Act footnote)
Subsequently, based upon the revised forecast, this amount is estimated to be $3,410,000 in FY 2000 and $3,456,500 in FY 2001.

3/ An amount equal to 2.7% of gross lottery game sales, but no more than $11,000,000, is appropriated for Advertising in accordance with A.R.S. § 5-505,
that states that not more than 4% of the annual gross revenues shall be expended for Advertising.  This amount is currently estimated to be $6,462,800 in
FY 2000 and $6,165,100 in FY 2001.  (General Appropriation Act footnote)  Laws 1999, Chapter 5, 1st Special Session appropriated an additional
$1,500,000 from the General Fund for advertising expenses.  This appropriation was “triggered” due to the collection of excess FY 1999 revenues.
Subsequently, based upon the revised forecast, and including $1,500,000 in “triggered” advertising monies in FY 2000, this amount is estimated to be
$7,923,300 in FY 2000 and $6,228,900 in FY 2001.

4/ An amount equal to a percentage of on-line game sales as determined by contract is appropriated for payment of on-line vendor fees.  This amount is
currently estimated to be $4,435,400 in FY 2000 and $3,929,300 in FY 2001 or 3.54% of on-line ticket sales.  (General Appropriation Act footnote)
Subsequently, based upon the revised forecast, this amount is estimated to be $4,527,700 in FY 2000 and $4,219,700 in FY 2001.
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General Fund and State Lottery Fund
FY 1999
Actual

FY 2000
Estimate

FY 2001
Approved

FTE Positions 121.0 123.0 123.0

Personal Services 3,416,700 3,957,300 4,043,900
Employee Related Expenditures 726,800 835,500 873,000
Professional and Outside Services 169,400 207,200 208,500
Travel - In State 161,200 197,900 246,400
Travel - Out of State 14,800 16,700 16,700
Other Operating Expenditures 1,369,000 1,107,600 1,106,700
Equipment 87,100 6,000 0

Operating Subtotal 5,945,000 6,328,200 6,495,200

Instant Tickets 1/ 1,922,000 3,410,000 2/ 3,456,500 2/

Advertising 1/ 8,710,500 7,923,300 3/ 6,228,900 3/

On-Line Vendor Fees 1/ 6,679,000 4,527,700 4/ 4,219,700 4/

Retailer Commissions 1/ 0 5/ 15,653,800 6/ 15,387,700 6/

Sales Incentive Program 20,400 50,000 50,000
Telecommunications 2,094,100 2,289,500 2,090,500
Compulsive Gambling Treatment
   and Information 0 500,000 500,000 7/

Total Appropriations 25,371,000 40,682,500 38,428,500 8/9/10/

Fund Summary
General Fund 0 1,500,000 0
State Lottery Fund 25,371,000 39,182,500 38,428,500

Total Appropriations 25,371,000 40,682,500 38,428,500

Agency Description — The Arizona Lottery is responsible for administering sanctioned games of chance to generate revenues
for the state.  The beneficiary funds are the Local Transportation Assistance Fund (LTAF), the County Assistance Fund (CAF),
the Heritage Funds, the Commerce and Economic Development Commission (CEDC), the Arizona Clean Air Fund (ACAF),
the LTAF specifically for mass transit uses, various health and welfare programs, and the General Fund.  A portion of
unclaimed prizes benefits the Court Appointed Special Advocate (CASA) program.

Other Issues: Sales Related Adjustments —
Appropriations for Instant Tickets, Advertising, On-Line
Vendor Fees, and Retailer Commissions are based on a
percentage of ticket sales.   The numbers for these Special
Line Items in the above table are derived by applying the
specified appropriation percentages to the current JLBC
Staff FY 2000 and FY 2001 Lottery ticket sales forecast.

Furthermore, Laws 1999, Chapter 5, 1st Special Session
appropriated $1,500,000 from the General Fund for use on
advertising in FY 2000.  This additional appropriation is
also displayed in the Advertising Special Line Item above.

The following table and flow chart display the JLBC Staff
Lottery ticket sales forecast.
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____________
5/ Lottery retailers retain a percentage of each Lottery ticket that is sold.  Since these monies are immediately retained by the retailers and are not

reimbursed to the retailers at a later date through the state accounting system, the Arizona Department of Administration (ADOA) does not count Retailer
Commissions as outgoing state expenditures.  Therefore, a zero is displayed for this Special Line Item to reconcile with the ADOA accounting system.
However, an appropriation is still required for this retention of Lottery ticket sales.  In FY 1999, a total of $17,437,100 was appropriated and retained by
Lottery retailers to be used as compensation for selling state Lottery tickets.  (See footnote 6.)

6/ An amount equal to 6.5% of gross lottery game sales is appropriated for payment of sales commissions to ticket retailers.  In accordance with Laws 1997,
Chapter 214, an additional amount of not to exceed 0.5% of gross lottery game sales is appropriated for payment of sales commissions to ticket retailers.
The combined amount is currently estimated to be 6.65% of total ticket sales, or $15,917,600 in FY 2000 and $15,184,500 in FY 2001.  (General
Appropriation Act footnote)  Subsequently, based upon the revised estimated compensation rate of 6.58% in FY 2000 and 6.67% in FY 2001, this
amount is currently estimated to be $15,653,800 in FY 2000, and $15,387,700 in FY 2001.

7/ Of the amount appropriated for Compulsive Gambling Treatment and Information, 50% shall be used to contract for a statewide toll free crisis hotline to
promote public education and awareness about compulsive gambling problems and to provide public information on gambling addiction.  The remaining
50% of the appropriated amount shall be used to contract for the treatment of individuals who are compulsive gamblers.  (General Appropriation Act
footnote)

8/ In addition to the amounts appropriated above, the sum of $277,200 is appropriated in FY 2000 to lease 105 instant ticket vending machines, and
$554,400 is appropriated in FY 2001 to lease 210 instant ticket vending machines.  If S.B. 1335 of the 44th Legislature, 1st Regular Session is not enacted
into law, the $277,200 appropriated for the additional 105 instant ticket vending machines in FY 2000 reverts to the State Lottery Fund on July 1, 1999.
In addition, if the same legislation is not enacted into law, the $554,400 appropriated for the 210 instant ticket vending machines in FY 2001 and the
$90,400 appropriated for the additional 2 investigator positions in FY 2001 revert to the State Lottery Fund on July 1, 2000.  (General Appropriation Act
footnote)   The Governor vetoed S.B. 1335.  Therefore, these monies will not be available for expenditure on the instant ticket vending machines
(ITVMs) and 2 investigator positions and instead will revert to the State Lottery Fund on the specified dates.  These amounts are not included in the
above table.

9/ Before expending any of the FY 2001 appropriation to lease an additional 105 machines above FY 2000, the commission shall submit to the Joint
Legislative Budget Committee for review by July 31, 2000 a report of estimated instant ticket sales increases from the 105 instant ticket vending
machines acquired in FY 2000.  The report shall indicate if the increase in state profit from the increase in instant ticket sales was greater than the cost of
the machines.  If the report does not demonstrate that the machines generated enough state profit to pay for the cost of the machine lease, the $277,200
appropriated in FY 2001 for the additional 105 instant ticket vending machines and the $90,400 appropriated in FY 2001 for the additional 2 investigator
positions revert to the State Lottery Fund on August 1, 2000. (General Appropriation Act footnote)  This review will not be required since the monies for
the additional ITVMs will not be available for expenditure and instead will revert to the State Lottery Fund as a result of a gubernatorial veto. (See
footnote 8.)

10/ General Appropriation Act funds are appropriated as an Operating Lump Sum with Special Line Items by Agency.
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Forecast of Lottery Revenue Distribution

FY 1999 FY 2000 FY 2001
Sales:
  Instant Sales $  109,439,500 $   110,000,000 1/ $  111,500,000 1/

  On-Line Sales:
    Lotto 48,651,600 44,250,000 40,000,000
    Powerball 93,698,300 69,000,000 66,500,000
    Other On-Line       16,474,000        14,650,000        12,700,000
Total Sales $  268,263,400 $   237,900,000 $   230,700,000
Less:
  Operating Budget $    43,404,500 $     40,682,500 $     38,428,500
  Prizes     144,385,600      127,440,900      124,934,100
Net Profit $    80,473,300 $     69,776,600 $      67,337,400
Profit Transfers:
  LTAF $    23,000,000 $     23,000,000 $    23,000,000
  CAF 7,650,000 7,650,000 7,650,000
  Heritage 17,412,500 15,903,800 14,254,600
  Clean Air 0 0 0
  Economic Development 1,849,600 1,419,600 1,419,600
  Mass Transit 9,561,200 803,200 13,200
  Health & Welfare Programs 0 0 0
  General Fund      21,000,000       21,000,000       21,000,000

Total Profit Transfer $   80,473,300 $    69,776,600 $   67,337,400
_______________
1/ Does not include possible sales increases in FY 2000 and FY 2001 as a result of replacing older 8-ticket
       instant ticket vending machines with new 12-ticket instant ticket vending machines.
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State Revenue Generated by the Lottery
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Powerball

Profit=$21.0M

Lotto, Fantasy 5,
Instant

Profit=$39.9M

Econ . Dev.

Profit=$1.4M

Bingo, Pick 3

Profit=$5.0M

CAF

$7.7M

LTAF

$23.0M

Mass Transit

$-0-

CEDC

$1.4M

ACAF

$-0-

Heritage

$14.2M

General Fund

$21.0M

Health & Welfare

$-0-

FY 2001 Lottery Profit Distribution

http://www.azleg.gov/jlbc/approps/lot.pdf

