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DANIEL G. K'fLE, PH.D., CPA, CFE 
LEGISLItTIVE AUDITOR 

OFFICE OF 

LEGISLAT]VE AUD ITOR 
STATE OF LOUISIANA 

BATON ROUGE, LOUISIANA 70804-939'/ 

Septem ber 5, 1997 

BOARD O F DIRECTORS 
LOUISIANA LOTTERY CORPORATION 
S'rATE O F LOUISIANA 
Baton Rouge, Louisiana 

1600 NORTH THIRD SIRI I ] 
POST OFFICE BOX ~4397 

TELEPHONE: (504) 33~-3g00 
FACSIMILE: (504) 339.3970 

W e have audited the accom panying general purpose financial statements of the Louisiana 
Lottery Corporation (the Corporation), a component unit of the State of Louisiana, as of and for 
the years ended June 30, 1997, and June 30, 1996, as listed in the foregoing table of contents. 
These general purpose financial statem ents are the re sponsibility of the Louisiana Lottery 
Corporation's m anagem ent. O ur responsitiility is to expre ss an opinion on these general 
purpose financial statem ents based on our audits. 

W e conducted our audits in accordance with generally accepted auditing standards and the 
standards applicable to financial audits contained in Governm ent Auditing Standards, issued by 
the Com ptroller G eneral of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about w hether the general purpose financial 
statem ents are free of m aterial m isstatement. An audit includes exam ining, on a test basis, 
evidence supporting the am ounts and disclosures in the general purpose financial statem ents. 
An audit also includes assessing the accounting principles used and significant estim ates m ade 
by m anagem ent, as well as evaluating the overall financial statem ent presentation. W e believe 
that our audits provide a reasonable basis for our opinion. 

In our opinion, the general purpose financial statem ents referre d to above present fairly, in all 
m aterial respects, the financial position of the Louisiana Lottery Corporation as of June 30, 
1997, and June 30, 1996, and the results of operations and its cash flows for the years then 
ended, in conform ity w ith generally accepted accounting principles. 

In accordance with Governm ent Auditing Standards, we have also issued a report dated 
Septem ber 5, 1997, on our consideration of the Louisiana Lottery Corporation's internal control 
over financial reporting and our tests of its com pliance with certain provisions of laws, 
regulations, and contracts. 



LEGISLATIVE AUDITOR 

BOARD O F DIRECTO RS 
LO UISIANA LOTTERY CO RPO RATION 
STATE O F LOUISIANA 
Audit Report, June 30, 1997 

O ur audits were m ade for the purpose of form ing an opinion on the general purpose financial 
statem ents taken as a whole. The accom panying supplemental inform ation schedules listed in 
the table of contents are presented for the purpose of additional analysis and are not a required 
part of the general purpose financial statem ents of the Louisiana Lottery Corporation. Such 
information has been subjected to the procedures applied in the audits of the general purpose 
financial statements and, in our opinion, is fairly stated in all m aterial respects in re lation to the 
general purpose financial statem ents taken as a whole. 

M M G :THC:d 

~LOTI"E RY) 

Daniel G . Kyle, CPA, CFE 
Legislative Auditor 



LO UISIANA LOTTERY CORPORATIO N 
STATE O F LO UISIANA 
PRO PRIETA RY FUND - ENTERPRISE FUND 

Balance Sheet, June 30, 1997 

(W ith Comparative Totals for June 30, 1996) 

ASSETS 
Current assets: 

Cash (note l-E) 
Investments (note t-G) 
Accounts receivable, net (note 2) 
Investments in government securities (note l-G) 
Investments in prize annuities (note l-G) 
Prepaid expenses (note 1.-I) 
Other current assets 
Total current assets 

Re,c;tricted assets - investments (note l-F) 
Noncurrent assets: 

Fixed assets, net (note l-J) 
Investments in government securities (note l-G) 
Investments in prize annuities (note l-G) 
Deposits with Multi-State Lottery Association (note I-.K) 
Investment in deferred compensation plan (note 4-C) 
"Fetal noncur'rent assets 

TOTAL ASSETS 

LIABILITIES A ND RETAINED EARNINGS 
Current liabilities: 
Accounts payable 
W ages and withholdings payable 
Accrued transfer to state treasury 

Prizes payable (note 3) 
Compensated absences payable (note l-L) 
Total current liabilities 

Noncurrent liabilities: 

Nencurrent prizes payable (note 3) 
Retailer security deposits 

Deferred compensation plan (note 4-C) 
Total noncurrent liabilities 

Total Liabilities 

(Continued) 

The accom panying notes are an integral part of this statem ent. 

1997 

$839,021 
37,144,163 
8,238,074 
3,007,035 
19,877,785 

648,629 

62.301 
69.807.008 

220.690 

1,976,525 
10,433,445 

189,353,188 
6,515,208 

208,278,366 

Sta tem ent A 

$704,872 
44,033,164 
7,051,021 
1,443,662 
18,679,212 

742,700 
190,291 

72,844,922 

220.690 

3,045,900 
5,987,344 

181,596,014 
3,974,346 
1,008,818 

195.612.422 

$278,306,064 $268,678,034 

$3,001,277 
262,836 

13,359,518 
41,592,624 

219.757 
58.436.012 

195,685,894 
389.950 

196,075,844 
254.511.856 

$3,031,421 
24,523 

7,971,536 
43,136,959 

229.497 
54.393.936 

186,394,008 
380,900 

1,008,818 
187,783,726 
242.177.662 



LOUISIANA I.OT'rERY CORPORATION 
STATE O F LO UISIANA 
PRO PRIETA RY FUND - ENTERPRISE FUND 
Balance Sheet, June 30, 1997 
(W ith Comparative Totals for June 30, 1996) 

LIABILITIES AND RETAINED EARNINGS (CONT.) 
Retained earnings: 

Unreserved (note 7) 
Reserved for operating le;~ses (note 7) 
Total retained earnings 

TOTAL LIABILITIES AND 
RETAINED lEARNINGS 

(Concluded) 

The accom panying notes are an integral part ef this statem ent. 

5 

1997 

$23,573,518 
220.690 

Statem ent A 

$26,279,682 
220.690 

23,794,208 26,500,372 

$278,306,064 $268.678.034 



LOUISIANA LOTTERY CORPORATION 
STATE O F LO UISIANA 
PROPRIETARY FUND - ENTERPRISE FUND 

Statem ent of Revenues, Expenses, and 
Changes in Retained Earnings 
For the Year Ended June 30, 1997 
(W ith Comparative Totals for June 30, 1996) 

OPERATING REVEhlUES 
instant ticket sales 
O n-line sales 
Retailer license fees 
M iscellaneous revenue 

"rotal operating revenues 

OPERATING EXPENSES 
Direct costs: 
Instant ticket prize expense 
On-line prize expense 
Retailer com mission 
Retailer incenlives 
On-line vendor com m ission 
Com m unications 
Cost of instant tickets 
Courier service 
Total direct co sts 

Adm inistrative expenses: 

Advertising 
Bad debt expense 
Contract labor 
Depreciation 
Equipment lease (note 6) 
In~;urance 

Postage 
Professional fees 

Rent (note 6) 
Repairs and maintenance 
Salaries, co m pensation, and benefits 

Supplies 
Telephone 
Travel 

(Continued) 

The accom panying notes are an integral part of this statem ent 
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Statem ent B 

1997 1996 

$113,626,649 
167,027,200 

33,125 
12,430 

280.699,404 

57,161,250 
82,612,019 
14,100,030 
1,225,707 
7,407,080 
383,374 

1,392,989 
376,842 

164,659,291 

7,379,900 
50,714 

273,442 
1,465,156 

33,070 
260,479 
52,415 
636,925 
528,443 

483,940 
5,009,832 
430,745 
319,330 
82.285 

$97,132,942 
192,090,080 

34,475 
23,490 

289.280,987 

48,650,150 
95,939,690 
14,466,685 

637,640 
8,266,184 
430,154 

1,851,850 

513,461 
170.755.814 

5,882,541 
42,719 
272,601 

2,118,875 
42,985 
273,056 
55,496 
545,164 

520,688 
425,669 

5,424,579 
507,022 
319,810 
108.451 



LO UISIANA I.OTrERY CORPO RATION 
STATE OF LO UISIANA 
PRO PRIETARY FUND - ENTERPRISE FUND 
Stz~tem ent of Revenues, Expenses, and 
Changes in Retained Earnings, 1997 

(W ith Comparative Totals for June 39, t996) 

OPERATING EXPENSES (CONT,) 
Administrative expenses: (Cont.) 
Utilities 
Other general and adm inistrative 
Total adn'tinistrative expenses 

Total operating expenses 

OPERATING INCOM E 

NONOPERA TING REVENUES 
Interest earned on investments 
Net increase in the fair value 
of investm ents 

Gait= (Joss) on disposal of assets 
Total nonope rating revenues (expenses) 

CUM ULA TIVE EFFECT O F CHANG ES IN 

ACCOUNTING ESTIMATES 
Bad debt recoveries 

Fixed asset recoveries (note l-J) 
Total cum ulative effect of changes 
in accounting estim ates 

NEI"INCO M E 

TRANSFERS OF LO'I-rERY PROCEEDS TO 

THE STATE TREASURY (note 8) 

RETAINED EARNINGS AT BEGINNING OF YEAR 

RETAINED EARNINGS AT END OF YEAR 

(Concluded) 

The accom panying notes are an integral part of this statem ent 
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1997 

$117,699 
453.587 

17.579.962 

Sta tem ent B 

$122,775 
525.661 

17.188.092 

182,239,253 187,943,906 

98.460.151 101.337.081 

3,114,069 3.468.537 

27,217 
34.372 

3.175.658 

4.933 

4.933 

(170,129) 
3,298,408 

15.023 

15.023 

101,640.742 104.650.512 

(104,346,906) (102,492,420) 

26,500,372 24,342,280 

$23,794,208 $26,500,372 



LO UISIANA I.OT rERY CORPORATION 
STATE O F LO UISIANA 
PRO PRIETA RY FUND - ENTERPRISE FUND 

Sta tem ent of Cash Flows 
For the Year Ended June 30, 1997 
(W ith Comparative Totals for June 30, 1996) 

Ca,,~h flows from operating activities: 
Operating income 
Net increase in the fair value of investm ents 

Gain (loss) on disposal of assets 
Cum ulative effect of changes in accounting estimates 

Adj,ustments to reco ncile ope rating income to 
net cash provided by operating activities: 
Depreciation 
Provision for uncollectible acco unts 

Changes in assets and liabilities: 

(Increase) in accounts receivable 
Decrease in prepaid expenses 

(Increase) in deposits with Multi-State Lottery Association 
(Increase) in investments in prize annuities 
(Increase) decrease in other current assets 
(Decrease) in accounts payable 
Increase (decrease) in wages and withholdings payable 
Increase (decrease) in acc rued transfer to state treasury 
Inc.rease (decrease) in prizes payable 
Increase (decrease) in compensated absences payable 
Increase in noncurrent prizes payable 
Increase in retailer security deposits 
Net ca sh provided by operating activities 

Ca.,;h flows from nonca pital financing activities - 
paym ents to state tre asury 

Cash flows from ca pital and related financing activities - 

im,estm ents in fixed assets: 
Additions 
Deletions 
Net ca sh provided by ca pital financing activities 

(Continued) 

The accom panying notes are an integral part of this statem ent 
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1997 

$98,460,151 
27,217 
34,372 
4.933 

1,465,156 
50.714 

(1,237,767) 
94,071 

(2,540,862) 
(8,955,747) 
137,990 

(30,144) 
238,313 

5,387,982 

(1,544,335) 
(9,740) 

9,291,886 
9.050 

100,883,240 

(397,558) 
1.778 

$101,337.081 

(170,129) 
15,023 

2,118,875 
42.719 

(492,514) 
506,259 

(3,013,642) 
(28,458,089) 
(113,554) 
(537,063) 
(85,227) 

(26,763,464) 
7,017,499 

26,358 
26,302,785 

11.175 
77,744.092 

(102,492,420) 

(632,289) 
305.260 

(395,780) (327,029) 



LO UISIANA LOTTERY CORPORATION 
S'I'ATE O F LOUISIANA 
PRO PRIETARY FUND - ENTERPRISE FUND 
Statem ent of Cash Flow s, 1997 

(W ith Comparative Totals for June 30, t996) 

Cash flows from investing activities: 
Net w ithdrawals of short-term investm ents 
Purchase of investments in governm ent securities 
Proceeds from maturity of investments in government securities 
Interest and dividends on investments 
Net cash provided by investing activities 

Net increase in ca sh 

Cash and cash equivalent.,; at July 1 

Cash and ca sh equivalents at June 30 

(Concluded) 

The accom panying notes are an integral part of this statem ent. 
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Statem ent C 

1997 1996 

$6,889,000 
(9,009,474) 
3,000,000 
3.114.069 
3.993.595 

134.149 

704.872 

$839.021 

$29,098,174 
(7,431,006) 

3.468.537 
25.135.705 

60,348 

644.524 

$704,872 



INTRODUCTION 

LOUISIANA LOTTERY CO RPO RATION 
STATE O F L.OUISIANA 

Notes to the Financial Statem ents 
For the Year Ended June 30, 1997 

The Louisiana Lottery Corporation (the Corporation) is created in accordance with Louisiana 
Revised Statutes (R.S.) 47:9000-9081 and 14:90(C) and began operating January 15, 1991. 
The Corporation is organized to provide for lottery gam es, operations, activities, and the 
paym ent of prizes. The affairs of the Corporation are adm inistere d by a board of directors 
appointed by the governor, subject to confirmation by the Senate. Instant ticket games were 
first introduced on Septem ber 6, 1991; the on-line Lotto gam e began on January 22, 1992; and 
the on-line Daily Pick 3 gam e started on August 31, 1992. On M arch 5, 1995, the Corporation 
began two new on-line games. This includes Easy 5, a five digit Lotto game with weekly draws, 
and Powerball, an on-line game offered by the Multi-State Lottery Association (MUSL), an 
association com prised of 20 states and the District of Colum bia. Daily M illions, a new on-line 
gam e offered by M USL, began sales in Louisiana on M arch 16, 1997. For the fiscal years 
ended June 30, 1997, and June 30, 1996, the Corporation em ployed 142 em ployees and 143 
em ployees, respectively. The Corporation is dom iciled in East Baton Rouge Parish and 
operates six regional offices. 

SUM MARY O F SIG NIFICANT ACCO UNTING POLICIES 

A . REPO RTING ENTITY 

Governmental Accounting Standards Board (GASB) Codification Section 2100 has 
defined the governm ental reporting entity to be the State of Louisiana. The Louisiana 
Lottery Corporation is considered a com ponent unit of the State of Louisiana because 
the state exercises oversight responsibility and has accountability for fiscal m atters as 
follows: (1) the board of directors is appointed by the governor; (2) upon dissolution of 
the Corporation, title to all property ownod by the Corporation shall vest in the State of 
Louisiana; and (3) the Corporation provides services wholly within the state's 
boundaries. The accom panying financial statem ents present inform ation only as to the 
transactions of the program s of the Louisiana Lottery Corporation, a com ponent unit of 
the State of Louisiana. The Corporation is re ported as an enterprise fund within the 
State of Louisiana's Com prehensive Annual Financial Report. 

B. BASIS O I-" PRESENTATIO N 

The Corporation uses a proprietary fund (enterprise fund) to report on its financial 
position and results of operations. The enterprise fund accounts for the activities 
relative to conducting a lottery , including, but not lim ited to, incurring and paying 
adm inistrative costs and paym ent of prizes. The fund is operated in a m anner sim ilar to 
a private business enterprise where the governing body has decided that periodic 

10 



LOUISIANA LOTTERY CO RPORATIO N 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

determ ination of revenues earned, experlses incurred, and net incom e is appropriate for 
capital m aintenance, m anagement control, accountability, or other purposes. 

C. BASIS O F ACCO UNTING 

Basis of accounting refers to the tim ing of recognition of revenues and expenses in the 
accounts and reporting in the financial statem ents. The financial statem ents are 
prepared on the accrual basis of accounting in accordance with generally accepted 
accounting principles. Under this m etilod, revenues are recognized when they are 
earned and expenses are recognized when they are incurred. 

Revenue Recognition 

Revenue is recognized when instant ticket packs are activated for sale and on- 
line gam e tickets are sold to the public by contracted retailers. 

Prizes 

Prize expense is recognized bas~:d on a predeterm ined prize structure for each 
instant ticket and on-line gam e as revenue is recognized. 

D. LEG ISLATIVE BUDG ET O VERSIG HT 

R.S. 47:g010(A)(7) requires the Corporation beginning on March 1, 1991, and not later 
than tl~irty days before the beginning of each subsequent regular session of the 
legislature to submit a proposed annual budget of the Corporation and projected net 
proceeds to the Joint Legislative Com m ittee on the Budget for review and approval. The 
Corporation subm itted its budget for fiscal year ended June 30, 1997, on M arch 29, 
1996, and the re vised budget was approved by the Joint Legislative Com m ittee on the 
Budget on June 26, 1996. A form al budgetary com parison is not re quired by GASB 
reporting standards for proprietary funds and, therefore , a budgetary com parison for the 
fiscal year ended June 30, 1997, is not presented. 

E. CASH 

Cash includes petty cash and dem and deposits. Under state law , the Corporation m ay 
deposit funds within a fiscal agent bank organized under the laws of the State of 
Louisiana, national banks having their principal office s in the State of Louisiana, in 
savings accounts or shares of savings and loan associations and savings banks, and in 
share accounts and share certificate accounts of federally or state chartered credit 
unions. 

11 



LOUISIANA LOTTERY CORPO RATION 
STATE OF LO UISIANA 
Notes to the Financial Statements (Continued) 

As reflected on Statement A, the Corporation has cash totaling $839,021 at June 30, 
1997, and $704,872 at June 30, 1996. Under state law, these deposits m ust be secured 
by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. 
The m arket value of the pledged securities plus the federal deposit insurance m ust at all 
tim es equal the am ount on deposit with the fisca l agent. These pledged securities are 

held in a joint custody safekeeping account in the name of the Corporation and the fiscal 
agent bank in the form of book entry deposits in the New Orleans Bra nch of the Federal 
Reserve Bank of Atlanta. The Corpou'ation has deposit balances (collected bank 
balances) of $824,764 at June 30, 1997, and $717,706 at June 30, 1996, secured from 
risk by $100,000 of federal deposit insurance (GASB Risk Category 1) and $724,764  of 
pledged securities (GASB Risk Category 1) for the fisca l year ended June 30, 1997, and 
$617,706 of pledged securities (GASB Risk Category 1) for the fisca l year ended 
June 30. 1996. 

F. RESTRICTED ASSETS -INVESTM ENTS 

At June 30, 1997, and June 30, 1996, the Corp oration has $220,690 in certifica tes of 
deposit, which are re quire d as security for the letters of credit require d by the Baton 
Rouge m ain office and the M onroe re gional offi ce operating teases. This asset is 
classified as an investment because its original m aturity exce eds 90 days. The 
Corporation's investm ent is re flected at cost and is ca tegorized to indica te the level of 
risk assum ed by the Corporation at year-.end. The securities pledged as collateral for 
these certificates of deposits are held in a joint safekeeping account in the name of the 
Corporation and the f0scal agent bank in the form of book entry deposits in the New 
Orleans Branch of the Federal Reserve Bank of Atlanta. Therefore, the investm ent 
balance  of $220,690 as of June 30, 1997, and June 30, 1996, was classified as GASB 
Risk Category 1. 

G INVESl"M I:'NTS, INVESTM ENTS IN PRIZE 
ANNUITIES, AND INVESTM ENTS IN 
G OVERNM ENT SECURITIES 

Investments in prize annuities totaling $164,918,681 for the fiscal year ended June 30, 
1997, and $168,796,609 for the fiscal year ended June 30, 1996, are in the form of U.S. 
Treasury zero coupon bonds. These inw .=stments have been purchased to finance  the 
grand prizes of the Lotto gam e and the selected top prizes of an instant ticket gam e that 
are payable over a 20-year period. The Corporation intends to hold these investm ents 
until m aturity to fund the annual prize payrnents to the prize winners. Since  investments 
in prize annuities are not held to genera te incom e, these investm ents are recorded as 
the vahJe of the annual prize paym ents net of im puted interest. The corre sponding 
liability to the prize winners is re corded in prizes payable and disclosed in note 3. The 
m arket value of these investments at June 30, 1997, is $159,756,720. The investments 
are held by a custodial bank with the Corp oration m aintaining exclusive control over the 
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LOUISIANA LOTTERY CO RPO RATION 
STATE O F LO UISIANA 
Notes to the Financial Statements (Continued) 

investm ent in the accounts. The investments held by the custodial bank m eet the 
criteria for GASB Risk Category 1 of Statem ent 3. 

Investments in prize annuities totaling $44,312,292 and $31,478,617 for the fiscal years 
ended June 30, 1997, and June 30, 1996, respectively, have been purchased to finance 
the Louisiana grand prize winners of the Multi~State Lottery Association (MUSL) 
Powerball game. The M USL purchased U.S. Treasury zero coupon bonds to fund the 
grand prizes that are payable over 20 years. As the bonds m ature, the funds are 
transferred to the Corporation for the annual prize paym ents to the w inners. Since 
investm ents in prize annuities are not h~;Id to generate incom e, tl~ese investm ents are 
recorded at the value of the annual prize paym ents net of im puted interest. The 
corre sponding liability to the prize winners is re corded in prizes payable and disclosed in 
note 3. The market value of these investments at June 30, 1997, is $42,408,306. 
These investm ents, held in the nam e of M USL and placed in trust with the Corporation 
as the beneficiary , are classified as GASE3 Risk Category 3 of Statem ent 3. 

Investm ent,,; intended to finance the operations of the Corporation are held in tw o 
portfolios. As of June 30, 1997, and June 30, 1996, investm ents in the first portfolio 
consist of shod-term government securities of $37,144,163 and $44,033,164, 
respectively. These securities are in the form of m utual fund investm ents consisting of 
U.S. Treasury obligations and/or U.S. govern m ent =agency obligations. The investments 
are not classified as to category of credit risk because this is not required by GASB 
Codification Section 150.165. 

In the fiscal year ended June 30, 1996, the Corp oration began a second portfolio 
consisting of direct investm ents in U.S. Tre asury obligations. For the fiscal years ending 
June 30, 1997, and June 30, 1996, these investments totaled $13,44 0,480 ($3,007,035, 
current; $10,433,445, noncurrent) and $7,431,006 ($1,443,662, current; $5,987,344, 
noncurrent), respectively, with a range in maturity from 270 days to 5 years. These 
securities are recorded at fair value. Th(.= investm ents held by the custodial bank m eet 
the criteria for GASB Risk Category 1 of Statem ent 3. 

H. ALLOW ANCE FOR DOUBTFUL ACCOUNTS 

The allowance for doubtful accounts (note 2) is based on an analysis of accounts 
receivable that considers the age of the accounts and the expected collectibility of each 
account. 

PRI-PA ID EXPENSES 

Prepaid expenses represent insurance  paid for coverage after the fiscal year-end, 
m iscellaneous prepaid supplies, and unsold instant ticket inventory held by the 
Louisiana Lottery Corporation and its licensed retailers as follows. Inventories are 
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LOUISIANA LOTrERY CORPORATION 
STATE O F LO UISIANA 
Notes to the Financial St;dements (Continued) 

valued at cost and are expensed over the life of each gam e as it is sold to the public 
Unused and return ed tickets are written off at the end of each gam e. 

Ticket inventory 
Insurance 
M isce llaneous 

Total 

FIXE;D ASSETS 

1997 

$579,334 
49,303 
19.992 

$685,628 
52,418 
4.654 

$648,629 $742,700 

Fixed assets of the Corporation are included on the balance  sheet at historical cost. 
Depreciation ef all fixed assets is charged as an operating expense. Accum ulated 
depreciation is reported on the balance sheet. Depreciation fer financial reporting 
purposes is com puted by the straight-line m ethod over the estim ated useful lives of the 
assets. As assets are retired or sold, the cost and related accum ulated depreciation are 
rem oved from the appropriate property and equipm ent accounts. The resulting gain or 
loss on disposal is reflected in nonoperating revenues and expenses. A sum m ary of 
changes in fixed assets follows: 

Autom obiles 
Data processing software 
and equiprn~)nt 
Equipment 
Fum l~ure and fL~ums 
Leasehold improvements 
Com m unications 

Total 
Less - accumulated 
depreciation 

Balance 
June 30, 
1996 Additions Deletions 

$1,014,327 $90,294 ($159.196) 

Balance 
June 30 
1997 

8,537,230 283,435 (6,278) 8,814.387 
1,307.354 1,318 (4.500) 1,304,172 
382,171 382,17~ 
757,496 16,574 (1,318) 772,752 
244,043 5,938 249,981 

12,242,621 397,559 (171,292) 12,468,888 

Net Fixed ASSets $3,045,900 

169,514 (10,492,363) 

$1,976,525 

The estim ated useful lives used in detem~ining depreciation for the various types of 
assets are as follows: 
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Autom obiles 
Data processing equipm ent 
Data processing software 
Equipm ent 
Furniture and fixtures 
Leasehold im provem ents 
Com m unications 

36 m onths 
60 m onths 
36 m onths 
60 m onths 
60 m onths 
36 m onths 
60 m onths 

For the fiscal years ended June 30, 1996, the Corporation recovered $15,023 of instant 
ticket validation units and printers that had been written off in previous years. These 
am ounts are listed as fixed asset recoveries within the Statem ent of Revenues, 
Expenses, and Changes in Retained Eiarnings. 

K. M ULTI-STATE LOTTERY ASSOCIATIO N 

The Multi-State Lottery Association (MUSL) is an unincorporated government-be nefit 
voluntary association created for the purpose of administering joint lottery games. 
M USL currently includes 21 state lottery entities and the District of Colum bia and sells 
two gam es known as Powerball and Daily M illions. The chief executive offi cer of each 
m em ber lottery serves on the M USL board of directors . 

As a m em ber of M USL, the Corporation is required to contdbute to various prize reserve 
funds m aintained by M USE The prize reserve funds serv e as a contingency reserv e to 
protect M USL from unfore seen prize liabilities. All funds re m itted, and the related 
interest earnings, will be re turned to the Corp oration upon leaving M USL, less any 
portion of unanticipated prize claim s, which m ay have been paid from the fund. 

The Corporation has contributed all required reserv e funds for the Powerball gam e and 
has agreed to contribute the re quired funds for the Daily M illions gam e by M arch 16, 
1998. As of June 30, 1997, and June 30, 1996, the balance of the prize re serv e 
payable is $6,332,706 and $4,797,994, respectively, as shown in long-term prizes 
payable in note 3. 

As of June 30, 1997, and June 30, 1996, the Corporation had deposits of $6,515,208 
and $3,974,346, respectively, with M USL, representing the Corporation's deposits of 
reserve funds and the deposit for the Corporation's share of M USL's fixed assets and 
related interest earnings on these funds. 

A copy of the M USL financial statements m ay be obtained by subm itting a written 
request to M USL, 1200 35th Street, Suite 701, W est Des M oines, Iowa 50266-1908. 
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L. VACATIO N AND SICK LEAVE 

Corporation em ployees earn vacation leave at various rates depending on the 
em ployee's position and the num ber of years of service. All em ployees m ust com plete 
one year of serv ice , m easured from the date of hire, before they are eligible to use 
accrued vacation. Vacation leave m ay neither be carded forward into the next year nor 
shall the em ployee rece ive additional pay for unused vacation at year-end. Upon 
term ination, em ployees will be paid in full for' the current year's unused accrued vaca tion 
leave. Em ployees earn sick leave at the rate of eight days per year after the com pletion 
of six m onths of continuous em ploym ent. Sick leave m ay be carried forw ard to the next 
year and accum ulated to a m axim um of 20 days. Em ployees are not paid for accrued 
sick leave upon term ination. At June 30, 1997, and June 30, 1996, the total value of 
compensated absences payable were $219,757 and $229,497, respectively. 

2. RECEIVABLES 

As reflected on the balance  sheet, the rece ivables of the Louisiana Lottery Corporation are as 
follows: 

Accounts receivable 
Other rece ivable 
Interest rece ivable 
Allowance for doubtful accounts 

Total 

3. PRIZES PAYABLI= 

As of 
June 30 
1997 

$8,038,742 
5,738 

235,400 

(41,806) 

As of 
June 30 
1996 

$6,808,476 
1,762 

300,202 

(59,419) 

$8,238,074 $7,051,021 

Prizes for the on-line gam es are redeem able for 180 days after a drawing. Prizes for instant 
gam es are redeem able for 90 days after the announce d end of the g;~m e. All prizes not 
claim ed by the applicable deadline are classified as unclaim ed and added to the pool from 
which future prizes are to be awarded or used for special prize prom otions pursuant to 
R.S. 47:9025(D). 

Lotto grand prizes of $1 million or more are payable in 20 annual installments. The first 
installment is paid on the day the prize is claimed. The 19 subsequent equal annual paym ents 
are funded with U.S. Treasury zero coupon bonds purchased by the Louisiana Lottery 
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Corporation. The Lotto grand prize payable is recorded at the value of the a nnual prize 
paym ents net of im puted interest. 

On M arch 23, 1995, the Lotto Gam e Play Directive was am ended to state that Lotto grand 
prizes shall be paid in a single lum p-sum paym ent. The first Lotto drawirig with a grand prize 
winner under this new directive was on July 29, 1995. 

For the fiscal year ended June 30, 1997, and June 30, 1996, the Corporation had one and two 
Powerball grand prize winners, respectively. "['he M USL purchased U.S. "rreasury zero coupon 
bonds to fund the grand prizes that are payable over 20 years, After the bonds m ature, the 
funds are transferred to the Corporation for the annual prize paym ents to the winners. 
Investm ents in these prize annuities are recorded at the value of the annual prize paym ents net 
of im puted interest. 

An instant ticket gam e "Streetcar Named Retire" was introduced on February 7, 1994. The top 
prize of this game was $1,000 per week for 20 years payable annually. The first installment 
was paid on the day the prize was claim ed. The 19 subsequent equal annual paym ents are 
funded with U.S. Treasury zero coupon bonds purchased by the Louisiana Lottery Corporation. 
The prize payable is recorded at the value of the annual prize paym ents net of im puted interest. 

Current prizes payable: 

Annual prize payments (face value) 
Less imputed interest 
Net present value of annual prize paym ents 

Instant prizes payable 
On-line prizes payable 
M USL prize payable 

Total current prizes payable 

Long-term prizes payable: 
Annual prize payments (face value) 
Less imputed interest 
Net present value of long-term 
annual pdze payments 

MUSL prize reserve payable 

Net present value of long-term 
annual prize payments 
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June 30 
1997 

June 30 
1996 

$20,361,000 $19,186,000 
(483,215) (506,788) 

19,877,785 18,679,212 
5,969,152 10,332,118 
14,775,810 12,538,668 

$41,592,624 $4 3,136,959 

$306,198,000 $304,234,000 
(116,844,812/ (122,637,986) 

189,353,188 
6.332.706 

181,596,014 
4.797.994 

$195,685,894 $186,394,008 
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4. RETIREM ENT BENEFITS 

A. AUTHORIZATION 

R.S. 47:9015(A) states that the Corporation shall provide or arrange for a retirement 
plan. The retirement plans described I~.~low have been established pursuant to this 
statute. A financial and com pliance audit has been perform ed on all the Corporation's 
retirement plans described below for the plans' year ending Dece m ber 31, 1996. A 
copy of the audit reports m ay be obtained by subm itting a written request to the 
Louisiana Lottery Corporation, 11200 Industriplex Boulevard, Suite 190, Baton Rouge, 
LA 70809-4110. 

B. SUPPLEM ENTAL RETIREM I-'NT 

The Corporation has a defined contribution retire ment plan that covers substantially all 
full-tim e em ployees. The plan is operated on a calendar year basis with the exce ption 
of the first year that began on July 1, 1991, and ended Dece m ber 31, 1991. Under the 
term s of the plan, for the plan year com m encing July 1, 1991, and there after, the 
Corporation contributes 4.5 percent of each participant's com pensation for the year. 
Em ployees are not perm itted to contribute to the plan. For the plan year be ginning 
July 1, 1991, all eligible em ployees em ployed by the Corporation or1 or be fore  such date 
shall participate in the plan as of such date. Effective for the January 1, 1992, entry 
date, all eligible em ployees em ployed before such date shall autom atica lly participate in 
the plan as of that date. There after, an eligible em ployee shall participate in the plan as 
of the entry date that coincides with or im m ediately follows the date on which the eligible 
em ployee com pletes 90 consecutive ca lendar days of em ploym ent with the Corporation. 

In addition, each plan year, the board of directors of the Corporation m ay determ ine the 
am ount of a discretionary contribution not to exce ed 2 perce nt of each participant's 
com pensation for any plan year. 

A participant's am ount shall be fully vested and nonforfeitable upon such participant's 
death, disability, or attainm ent of the norm al retirem ent date or upon the com pletion of 
three years of service. A year of service is a plan year in which a participant is credited 
with 1,000 hours of service. Each participant em ployed by the Corporation before 
January 1, 1992, shall be credited with a special year of serv ice if the em ployee 
com pleted at least 500 hours of service  before such date. Any foI1eiture of nonvested 
amounts shall be reallocated to the accounts of all the rem aining participants. In no 
event shall the assets of this plan revert for the benefit of the em ployer. 
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This plan is accounted for using the accrual m ethod of accounting in accordance with 
generally accepted accounting principles, and the fair value of the plan assets is based 
on the current market for those assets a'.~ listed below. A majority of the plan assets is 
invested in the One G roup fam ily of m utual funds. 

For the fiscal year ended June 30, 1997, total payroll was $3,976,987, and the 
Corporation's contributions for the supplem ental retirem ent plan were  calculated using 
the participants' compensation of $3,448,736. Employer contributions to the 
supplem ental plan totaled $155,193. "The m arket value of the total assets of the plan as 
of June 30, 1997, was $1,384,385. 

For the fiscal year ended June 30, 1996, the total payroll was $4,224,708, and the 
Corporation's contributions for the supplem ental re tire m ent plan were calculated using 
the participants' com pensation of $3,860,355. Em ployer contributions to the 
supplernental plan totaled $173,716. The market value of the total assets of the plan as 
of June 30. 1996, was $1,238,964. 

O PTIO NAl. SAVINGS PLAN 
(DEFERRI:'D COMPENSATION PLAN) 

Certain em ployees of the Corporation p~rticipate in the Louisiana Lottery Corporation 
Deferred Com pensation Plan adopted under the provisions of Internal Revenue Code 
(tRC) Section 457. The plan is operated on a calendar year basis. Under the terms of 
the plan, an em ployee is eligible to participate in the plan as of the entry date that 
coincides with or im m ediately follows the date on which the em ployee com pletes a 
90-day em ploym ent period. Em ployees em ployed by the Corporation as of 
Decem ber 15, 1991, shall be eligible to participate in the plan as of January 1, 1992. 
Participants may annually defer a m aximum of $7,500 of com pensation. The 
Corporation contributes a m atching contribution equal to the am ount of com pensation 
deferred by each participant up to 2.5 percent of each participant's com pensation as 
reported on Internal Revenue Service (IR$) Form W -2. 

A participant's m atching contribution account shall be fully vested and nonforfeitable 
upon such participant's death, disability, or attainm ent of the norm al retire m ent date or 
upon the com pletion of three years of service. A year of serv ice is a plan year in which 
a participant is credited with 1,000 hours of service. Each participant em ployed by the 
Corporation before January 1, 1992, shall be cre dited with a spe cial year of serv ice if 
the em ployee com pleted at least 500 hours of serv ice before such date. Any forfeiture 
of nonvested am ounts shall be reallocated to the m atching accounts of all the re m aining 
participants. 

lg 
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Before August 20, 1996, under requirem ents of IRC Section 457, the assets in the plan 
rem ained the property of the Corporation until paid or m ade available to participants, 

subject only to the claims of the Corporation's general creditors. 

On August 20, 1996, IRC Section 457 was am ended by the Sm all Business Job 
Protection Act to require that all assets end incom e of the plan be held in trust for the 
exclusive benefit of the participants and their beneficiaries. The Corporation am ended 
the Deferred Com pe nsation Plan on January 1, 1997, to re flect this change in the IRC. 
As a re sult of this amendment, the Deferred Com pe nsation Plan is no longer an asset of 
the Corpora tion with a co rresponding liability to the participants, and is therefore 
re m oved from the financial statem ents of the Corp oration for the fiscal year ending 
June 30. 1997. 

This plan is accounted for using the accrual m ethod of accounting in accordance with 
generally accepted accounting principles, and the fair value of the plan assets is based 

on the current market for those assets as listed below. A majority of the plan assets is 
invested in the O ne G roup fam ily of m utual funds. 

For the fiscal year ended June 30, 1997, em ployer and em ployee co ntributions were 
$77,747 and $130,354, respectively. The market value of plan assets at June 30, 1997, 
is $1,142,343. 

For the fiscal year ended June 30, 1996, em ployer and em ployee contributions were 
$84,543 and $141,411, respectively. The market value of plan assets at June 30, 1996, 
is $1,008,818. 

D. BASIC RETIREM ENT PLAN 

The em ployees of the Louisiana Lottery C'orporation have elected to establish a m oney 
purchase plan under Section 401(a) of the Internal Revenue Code of 1986, as 
amended, which plan is intended to constitute a safe harbor within the m eaning of 
Section 3121 (b)(7) of the code and the regulations promulgated thereunder. The basic 
retirem ent plan, a defined contribution plan, began Septem ber 1, 1993, with all 
em ployees eligible except those who elect coverage under a state.~ retirem ent plan and 
those who are either independent contractors or leased em ployees. The plan operates 
on a calendar year with the exception of the first year that began Septem ber 1, 1993, 
and ended Dece m ber 31. 1993. 

Under the term s of the plan, an em ployee is eligible to participate in the plan as of the 
entry date that coincides with or im m ediately follows the date on which the em ployee 
com pletes a 90-day em ploym ent period. 
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A participant is vested im m ediately. In no event shall the assets of this plan revert to the 
benefit of the em ployer. No m ore than the social secudty wage base in effect as of the 
first day of the plan year shall be tre ated as com pensation. 

As defined in the basic retirem ent plan, the em ployer's contribution shall be  5 percent of 
the particip;tnt's com pensation for such plan year. The em ployee's contribution shall 
equal 6.2 percent of his/her com pensation for such plan year. As of June 1, 1994, the 
Corporation e~ected to treat at~ contributions to the basic retirem ent plan as pre-tax. 

This plan is accounted for using the accrual m ethod of accounting in accordance  with 
generally acc epted accounting principles, .and the fair value of the plan assets is based 
on the current market for those assets as listed below. A majodty of the plan assets is 
invested in the One G roup. 

For the fiscal year ended June 30, 1997, the total payro U was $3,976,987, and the 
contributions for the basic retirement plan were calculated using the participants' 
compensation of $3,885,417. The employer and employee contributions were $194,272 
and $240,896, re spectively. The market value of the total assets of the plan as of 
June 30, 1997, was $1,538,146. 

For the fiscal year ended June 30, 1996, the total payroll was $4,224,708, and the 
contributions for the basic retirem ent plan w ere calculated using the participants' 
com pensation of $4,102,759. The employer and em ployee contributions were $205,249 
and $254,372, respectively. The market value of the total ass(;ts of the plan as of 
June 30, 1996, was $1,258,029. 

5. LITIGATION 

The Corporation has been nam ed in six lawsuits. For four of the lawsuits, the probability of an 
unfavorable outcom e and the potential liability to the Corporation cannot be reasonably 
determ ined by the Corporation's legal counsel. For the rem aining two lawsuits, the 
Corporation's legal counsel does not anticipate a potential loss to the Corporation resulting from 
this law suit. 

6. LEASE AN[) RENTAL CO M M ITM ENTS 

The Corporation has noncancelable operating leases with the following annual rental paym ents 
for the next fiw.~ years presented in the following schedule: 
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1997-98 
1998-99 
1999-2000 
2000-2001 

2001-2002 

$19,866 
14,246 

953 

Facilities Tota 

$607,236 
564,336 
221,534 

62,062 
9,624 

$627,102 
578,582 
222,487 
62,062 
9,624 

The total operating lease and rent paym ents for the years ended June 30, 1997, and June 30 
1996, were $561,513 and $563,672, respectively. 

The Corporation has no capital leases at June 30, 1997 

7. RETAINED EARNINGS 

The Corporation had unreserved retained earnings for the fiscal year June 30, 1997, of 
$23,573,518. As presented in the 1997-98 fiscal year budget approved by the Joint Legislative 
Com m ittee on the Budget on June 2, 1997, m anagem ent has specified that retained earnings of 
June 30, 1997, be used for the following purposes: 

Cost of fixed assets (net of accumulated depreciation) 
Fixed asset replacem ent reserve 
Instant ticket inventory 
Litigation and loss reserve 
New capital expe nditure purchases 
Perm anent facilities 

Play centers 
Instant ticket dispensers 
Deposits 
Retailer perform ance incentive program s 
Rounding difference  

Total budgeted retained earnings 

Less - difference in budgeted retained 
earnings and actual 

Total unreserved retained earnings 

$2,803,000 
5,200,000 
660,000 

5,000,000 
402,000 

5,000,000 
400,000 
300,000 
35,584 

1,500,000 
228 

21,300,812 

2,272,706 

$23,573,518 
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The reserve for operating leases of $220,690 represents security pledged against a letter of 
credit required by the Baton Rouge m ain office and the M onroe regional office operating leases. 

8. TRANSFER S TO THE STATE TREASURY 

The Corporation is required to transfer each year not less than 35 percent of gross revenues to 
the state treasury. R.S. 47:9029(A)(3) requires monthly transfers to the state treasury. For the 
fiscal years ended June 30, 1997, and June 30, 1996, the total am ount transferred to the state 
was $104.3 million and $102.5 m illion, respectively. 

9. BOARD O F DIRECTO RS 

The board of directors consists of nine m em bers appointed by the govern or and confirm ed by 
the Senate. No m em ber shall serve m ore than tw o consecutive four-year term s. The board of 
directors m ust m eet at least m onthly for the first 18 m onths and bim onthly thereafter and at 
such other tim es ,'is the chairperson or the president m ay determ ine. 



 

LOUISIANA LOTTERY CO RPO RATION 
STATE O F' LO UISIANA 

SUPPLEM ENTAL INFORMATION SCHEDULES 
For the Year Ended June 30, 1997 

SCHEDULE O F PRO FESSIONAL SERVICE FEES 

Schedule 1 presents professional service fees for the year ended June 30
, 1997. This 

schedule is prepared in com pliance  with Senate Concurrent Resolution No. 35 of the 1974 
Session of the Louisiana Legislature. 

SCHEDULE O F COM PENSATIO N PAID BOARD M EM BERS 

Sch~.=dule 2 presents the com pensation paid board m em bers for the year ended June 30
, 1997. 

Louisiana Revised Statute 47:9004(D) provide.,; that appointed members of the board of 
directors shall be entitled to $15,000 per year, except for the chairperson, who shall receive 
$25,000 per year. This schedule is prepared in com pliance with House Concurrent Resolution 
No. 54 of the 1979 Session of the Louisiana Legislature. 
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Abbott & Hayne, Counselors-at-Law - legal counsel 
Affiliated Forensic - com pliance testing of Instant gam es 
Atlorney General's Offi ce, Departm ent of Justice  - 
legal counsel 
Bauerlein - m arketing re search 
Battelle, Inco rporated - consulting services 
for on-line system 
Benchm arks, Incorporated - consulting services for 
evaluation of instant sales 
CheneverVSoderberg, Architects - space study and 
com pliance with the Am erican Disabilities Act 
Departm ent of Agriculture and Fore stry - weight 
testing of Lotto and Easy 5 balls 
Departm ent of Revenue and Taxation - retailer 
background investigations 
Ditller Brothers , Incorporaled - m ark eting research 
Evaluation, in(:. - consulting serv ices for RFP evaluations 
Gulf Com puter System s - consulting serv ices for network 
KPM G Peat M anNick Thorne - Certified Public Accountants 
acceptance testing - Autom ated Drawing M achine 
M artin E. Segal Com pany - benefit plan developm ent 
Ofi~ce of Legislative Auditor - financial and com pliance 
audit and observ ations of on-line drawings 
Offi ce of State Police, Departm ent of Public Safety and 
Corrections - retailer and em ployee background 
investigations 
Phelps Dunbar, Counselors-at-Law - legal counselors 
Pravel, Hewitt, Kim ball & Krieger, Counselors-at-Law - 
legal counselors 
SSA Consultants, Incorp orated - long range planning 
T-R Associates - consulting serv ices for evaluation 
ot m arketing plan 
W illiam M . M ercer, Incorporated - salary adm inistre tion 
and com pensation program 

Total 

Schedule 1 

JUNE 30. 1997 JUNE 30. 1996 

$14,999 
4,750 

88,875 
447 

101.094 

11,795 
88.404 

10,800 
12.328 

119.971 

$8,089 
10,000 

82,063 
21,768 

41,420 

31,500 

1,856 

300 

8,488 

24,600 
2,750 

13,900 
2,371 

115.012 

20 
151.993 137,279 

9,724 
5.707 

18.018 

$636,925 

12,049 
1.500 

19,200 

11.019 

$545,164 
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Joseph Boule, Jr., Chairperson 
thre ugh January 25, 1996 
James David Cain, Jr. 
Andrea W . Cavin 
Luther F. Cole 
Stewart Gentry, Chairperson 
effective January 26, 1996 
Harold Hebert, Chairperson 
effective January 26, 1997 
Jewel J. Newman 
Lamar Pocte 
Nictlolas Smith 
Lyn Hayward 
Peggy Persac 
Patdcia C. Mason 

Tota 

EFFECTIVE 
DATE OF TERM 

EXPIRATION 
DATE OF TERM 

JUNE 30 
1997 

Schedule 2 

JUNE 30 
1996 

January 28,1993 
January 1,1995 
July16,1992 
January 1,1995 

June 24,1994 
Janua~ 19,1993 

Apd126,1995 
January 1,1995 
January 12, 1994 
March26,1996 
July 17,19~  

Februa~ 27,1997 

Resigned March 1,1996 
Resigned Apd122,1996 

$10,000 
15,000 

$20,672 
15,000 
10,000 
12,167 

19,704 19,328 

20,296 
15,000 
15,000 
15,000 
15,000 
14,355 
4,860 

$144.215 

*Term s expired pursuant to Louisiana Revised Statute 47:9004 

15,000 
15,000 
15,000 
15,000 
3.992 

$141,15g 
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OFFICE OF 
LEG ISLA TIVE A U D ITO R 

STATE OF LOUISIANA 
BATON ROUGE, LOUISIANA 70804-9397 

Septem ber 5, 1997 

BOARD O F DIRECTORS 
LO UISIANA LOTTERY CORPORATION 
STATE O F LO UISIANA 
Baton Rouge, Louisiana 

1600 NORTH THIRD S tKEEr 
POST OFFICE BOX 943Q? 

TELEPHONE: (504) 339.3g(~ 
FACSIMILE: (504) 339,3870 

W e have audited the general purpose financial statements of the Louisiana Lottery Corpora tion, 
a com ponent unit of the State of Louisiana, as of and for the year ended June 30, 1997, and 
have issued our report thereon dated September 5, 1997. W e conducted our audit in 
accordance with generally accepted auditing standards and the standards applicable to 
financial audits contained in Governm ent Auditing Standards, issued by the Com ptroller 
General of the United States. 

Com pliance 

As part of obtaining reasonable assura nce at)out whether the Louisiana Lottery Corporation's 
general purpose financial statem ents are free of m aterial m isstatem ent, we perform ed tests of 
its ce m pliance with certain provisions of laws, regulations, and contracts, noncom pliance with 
w hich could have a direct and m aterial effect on the determ ination of financial statem ent 
am ounts. However, providing an opinion on com pliance with those provisions was not an 

objective of our audit and, accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncom pliance  that are required to be reported under 
Govern m ent Auditing Standards. 

nternal Control Over Financial Reporting 

In planning and perform ing our audit, we considered the Louisiana Lottery Corporation's 
internal control over financial reporting in order to determ ine our auditing proce dures for the 
purpose of expressing our opinion on the general purpose financial statements and not to 
provide assurance on the internal control over financial reporting. Our consideration of the 
internal control over financial re porting would not necessarily disclose all m atters in the internal 
control over financial reporting that m ight be m aterial weaknesses. A m aterial weakness is a 
condition in w hich the design or operation of one or m ore of the intern al control com ponents 
does not re duce  to a relatively low level the risk that m isstatem ents in am ounts that would be 
m aterial in re lation to the general purpose financial statem ents being audited m ay occur and not 
be detected within a tim ely period by em ployees in the norm al course of pe rform ing their 

EXHIBIT A 
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