EXHIBIT D-3
STATE OF ARKANSAS

ARKANSAS LOTTERY COMMISSION Linle Rock, Arkansas 72203-3238
Phone: (501) 683-2000

Fax: (501) 683-1878

hup:fimyarkansasioltery.com

November 14, 2014

The Honorable Robert Thompson, Co-Chair

The Honorable Mark Perry, Co-Chair

Arkansas Lottery Commission Legislative Oversight Committee
One Capitol Mall, Room R-501 '

Little Rock, AR 72201

RE: ACA 23-115-302 Reports
Gentlemen:
Pursuant to ACA 23-115-302, | am attaching the following:
1. The total amount of Net Proceeds from the Lottery in FY2014; and
2. The amounts deposited into and disbursed from the Scholarship Shortfall Reserve
Trust Account under § 23-115-802 in FY2014; and _
3. The Arkansas Lottery Commission's projection for Net Proceeds from the Lottery
for FY2015.

Please call me if you have any questions or need additional information.

Respectfully submitted,

Bishop Sley
Director

Enclosures

cc:  John C. “Smokey” Campbell I1I, Chairman, Arkansas Lottery Commission



Arkansas Lottery Commission
Statement of Revenues, Expenses, and Change in Net Position
For the Year Ended June 30, 2014

(Unaudited)

Operating revenues:
Instant ticket sales
Online ticket sales
Retailer application, fidelity and service fees
Other revenue

Total operating revenues

Operating expenses:
Instant game prizes
Online game prizes
Retailer commissions
Gaming contract costs
Compensation and benefits
Marketing, advertising and promotions
General and administrative expenses
Services provided by Arkansas Department of Higher Education
Audit Services provided by Arkansas Division of Legislative Audit
Legal and professional services
Depreciation

Total operating expenses

Operating income
Non-operating revenue:
Interest income
Other non-operating income
Total non-operating income
income before transfers
Transfers to:

Education Trust Account
Arkansas Department of Human Services

Change in net position

Total net position - beginning
Total net position - ending

(UNAUDITED PRELIMINARY DRAFT)

(UNAUDITED PRELIMINARY DRAFT)

$ 322415276
- 87,657,850
554,292

10,550

410,637,968

229,462,196
45,487,903
23,046,410
20,511,439

5,990,541
4,472,456
1,414,871
751,556
139,080
8,457
188,270

331,471,179

79,166,789

252,614
461,047

713,661

79,880,450

(81,488,844)
(200,000)

(1,808,394)

15,611,031

$ 13,802,837




Beginning Balance
Shortfall Deposits
Transfers

Ending Balance

Beginning Balance
Shortfall Deposits
Transfers

Ending Balance

Arkansas Lottery Commission
Scholarship Shortfall Reserve Trust Fund (Unaudited)
Fiscal Year Ended June 30, 2014

July August September October November December
$ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000
$ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000 $ 20,000,000
January February March April May June
$ 20,000,000 $ 20,000,000 $ 8,000,000 $ 13,823,925 $ 20,000,000 $ 20,000,000
- - 5,923,925 6,076,075 - -
- {12,000,000) - - - -
$ 20,000,000 $ 8000,000 $ 13,923,925 $ 20,000000 § 20,000,000 $ 20,000,000




Arkansas Lottery Commissian
Budpel Delail Schedules
For the Fiscal Year Ending fune 30, 2015

13 gt “%ul
% of Revenue gioal) 5 Yol Revenue Revised 0120145 % of Revenue Y af _uc@a Revenue Explanation for Changa in Budget Amounty
Operating Revenucs; L= L
. Instant Giame sales ane forceast approximately $40 million belsw the F2014 budget, but an: forecast 1o
Instant Garmes s 355,061,785 80676% 5 375000000 BL359% § 307350 TIN% 5 331.750.000 77.281% § JEL750.000 TY.E0UY increase sfightly frmm the revised FY2014 budgel.
Online Games 84,486,209 19.197% 84500000 18.378% Y2.858.087 22.211% 47,205.000 2)644% 84,700,000 20.311% Online game revenues are fonsedst (o incrense dee primarily Lo sales fram Rew ZanKs
Less: Promuotions [Disceunt - 0.600% {350.000) -0.034% 1250000 0.060% (250.000% .058% (2500003 0.060% Promotional diseaunts remain at the same fevel as £Y 201
Raotailer applieation, fidelity 550,092 0.127% 0.115% 551,581 0.132% 560,600 ®130% 360,000 0.134% Retailer comsmunication snd leensing fees nefleet an increase consistent with the gstimated FY2014 lewel
Nua Giaming Reveaue 4.490 0.001% 000 0.002% 10,000 0.001% 10.000 0.002% 10,000 D.002% Orheer miscel FevEnUEs an: i with estd JFY2014.
Total Operating Revenins A40.109.276 HX.000% 4549.740.000 - 100.000% 418.079.130 1004650%. 429.376.000 100.000% A16.770.000 100.000G%%
Opcrating Expeases;
Instant CGreme Prizes 250,246,337 $6.860% 263.200.000 52.461% 226,753,680 $4.231% 237,022,500 35.214% 237,022,500 56.871% Durese in instant pumes prizet iv proporionate w Use decrease in instant gamies revenues
On-Line Ginme Prizes 41,872.845 2515% 12,461,250 9.235% 50.490.758 12.077% 52,000,600 12.114% 43.815.600 10.5)8% Online games prizes inerease is propertionale I the incrense in online gomes reventes
Na significant changs in peréentage paid e relailers. Amuount alsa reflests 5250.000 for seliler bonuses
Retaiker Commissions 24,986,55t 5.6T1% 25,982,000 5.651% 23,924,657 3125v 007600 3593% 23,307,262 3.392% which is the same as for FY20M. Forecast decrense 35 consistent with deerease in revenues.
No significant change in pereentage paid 1o gaming veadors. Lewer FY2015 budgel amount is e
Gaming Cortrgt Costs. 22.116.163 3.025% 213,664,250 5. 147% 21318085 3.675% 21.117.000 450 20,500,985 4.919% primarily to decronse in tivkel revenues
Increase relates @ 1 foreast (o hackfill five to seven surrently voeant positions and eslimaling a 3%
StT Carnpensalion & Denefits 6.049.048 L¥H% 6,330,000 1.381% 538031 L.383% 6,450,000 1.503% 6450000 1.598% FY2015. Also a 1% COLA incrense ix projected, )
Marketing, Advertising & Promations 4.414,655 LU03% 4,500,000 0.979% 4493213 1.076% 5,000,600 L.163% 5,060,000 L100% F500.000 inerease ix to be used to promote 5 Year Anmiversary plan.
LCienerml and administotive expenses ) L2212 0.280% 1,370,000 0.298% 1343301 0312% 1420000 0.331% 1420000 0.331% Increase for FY20135 is due o expected inereases for kase costs and DIS fees,
The ADIIE adminstrtive fovs are budpeted for $650.600, as the aetual fees Litled for FY2014 were
Services Provided by Other Agencies: FIR736 0.213% £.550.000 0.337% 1L.117411 0.267% 800,000 0.136% 800,000 0.192% $615,000. An additional $130.000 is budgeed for Legislative Audil fees (or the annual oudit
Decrease in the budget for fegal and professional servies iz due 1 the hiring ol a full time Chief Legal
Legal and Professional Senvdces 22507 0.005% 25,000 0.005% 1261 0.003% 10,000 0.002% 10,000 0.602% Cuunsal position
- . . Increase reliocts impoot of the purchase afapprox. $125,000 of depreciable axsels which is expected 1o
Capilal asset depreciation 182,158 0.041% 185.000 0.040% 183143 0043% 210000 0.049% 210.000 0.050%, ovewr in FY2015
Tatal Operaling Expensces 352.063.212 TN 370,287,500 30.534% I35.368.490 80.217% 38037700 81.U76% 238.546.347 BLI1%
Operaling [ncome BE.046,064 20.006% B89.502.500 13.466% BII0660 L2783 81.238,300 18.924% T8.123.653 13.769%
Non-Operuting Revenue (Expensc):
Interest [acome anin Q0TI 240.000 0.051% 270027 0.065% 146,000 0.033% H0.000 . 0.034% Based upen an avernge lalence of epproximately $27 million al 35 hasis poinls
Qther Non-Operating Incomse - Q.000% - 0.000% [ 0.000% - D.0UW% - 1.00% N pon-operating income Jor FY2015 is identified
Incotin before Transfors $ 88.368.780 20019% 3% RO T4 K 19518% $ B1.980.GX7 19848% 3§ 81.378.300 18957% % TR.363.653 18.RU3%
e o -
Trnabers Te:
Arkansas Depariment of Health Serviees {200,000y DM 3 (2000000 D.H3%  § (200.000) L.048% % (200.600) L047% S (200,060 -0.048% T amount is specified by statule
ADUE Eduentian Trust Aveount 1Regulnn) 185,216,247) -19.363% (34,241,200 «18320% (77,000,790} -1BA18% (75,500,000} -17.588% (12,530,000 17.400% This is the amuunt of the expested imnsfer o Net Procends to ADHE for F2014
Unelnimed Prizes Rescrve-transfemed al June 30 by sialsle (2,040,414 «lL145%  § (5.258,5D0) 21 144%% (5,779,890 -3 0§ 5,700,000 -1.338% 8 (4,655,000] A1.357%
Tatal Transfors b ADUE Edueation Trust Account (30.257,161) -203508% 5 (89,500,000} <0465% 5 (B2780,687) -l9800% 5 (¥1,200,000) -IBS16% §  (78,185,000) -18.760%
Clhange in Net Assets [ 2.088.375) -0475% 5 42300 [T [ 0000%  (§ 21,2000 0003% (5 21347 -0.005%
. — e e




