Legislative Fiscal Bureau
Cne East Main, Suite 301 « Madison, W1 53703 « (608) 266-3847 » Fax: (608) 267-6873

October 30, 2001

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Estimate of Available Funds for the 2001(02) Lottery and Gaming Credit

On October 18, 2001, the Department of Administration (DOA), pursuant to s, 79.10(11)(b)
of the statutes, provided the Joint Committee on Finance with an estimate of total funds available
for distribution under the lottery and gaming credit for property taxes levied in 2001 (paid in 2002).
The Department of Revenue (DOR) must be notified of the total amount available for distribution
under the lottery and gaming credit by November 1, 2001. This estimate provides DOR with the
basis for calculating the fair market value, termed the credit base, necessary to distribute the lottery
and gaming credit. The credits are calculated by multiplying the credit base by school tax rates.

The Committee is authorized to revise the DOA estimate and may do so at a meeting that
takes place before November 1, 2001. If the Committee chooses to accept the DOA estimate, no
Committee action is required.

~ In its letter, dated October 12, 2001, DOA estimated that a total of $103,663,600 would be
available for the 2000(01) lottery and gaming credit. This amount was based on estimated 2001-02
lottery sales of $407.9 million. On October 30, 2001, DOA provided the Committee with a revised
lottery fund condition statement that reflects a correction of the estimated farmland tax relief credit
payment in 2001-02 and an adjustment in the lottery sales estimate from $407.9 million to $412.0
million. With these modifications, the amount available for the lottery and gaming credit would
total $105,995,600. Our analysis agrees with this revised amount and an updated lottery fund
condition statement is attached. Certification of this amount would result in an estimated average
lottery and gaming credit of $76. The DOA letter of October 30, 2001, and the revised DOA
Iottery fund condition for 2001-02, are also provided as attachments to this memorandum.

Under 2001 Act 16, the 2001-03 biennial budget act, lottery sales were estimated at $403.6
million in 2001-02 and $402.9 million in 2002-03. Actual 2000-01 lottery sales totaled $401.2



million. The revised sales estimate of $412.0 million in 2001-02 was projected on the basis of
higher on-line sales experienced in August, 2001, and a reassessment of lottery sales for the balance
of the year based on the current economic slowdown. The following table shows actual sales by
game type in 2000-01, and 2001-02 sales estimates under Act 16 and under the revised projection.

Estimated Sales

Actual Act 16 Revised Projection
Game Type 2000-01 2001-02 2001-02
Scratch $233,163,400 $232,755,500 $226,834,700
Pull-Tab 4,778,900 4,200,100 4,778,900
On-Line 163.244.300 166,691,500 180,395.300
Total ‘ $401,188,600 $403,647,100 $412,008,900

The certification of the lottery and gaming credit proceeds available for distribution in
2001(02) will require that this amount be paid to property Owners. In the event that the projected
sales that support the distribution amount are not realized, the lottery fund includes a reserve
(approximately $8.2 million) that can be utilized for credit payments. This reserve amount is
adequate to support credit payments if actual sales are up to $21.0 million less than the projected
$412.0 million. To the extent the reserve would need to be utilized, the effect would be to reduce
the credit amount in the subsequent tax year. Similarly, if 2001-02 lottery sales exceed the $412.0
million projection, the additional funds would be available for distribution for 2002(03) property
tax credits.

In summary, 2001-02 lottery sales of $412.0 million would result in $105,995,600 in lottery
and gaming credits. This amount would result in an average credit of $76. Unless the Committee
meets to certify another number before November 1, 2001, the $105,995,600 projection will be
used by DOR to set the credit base for determining 2001(02) lottery and gaming credits.

Attachments
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2001-02 Lottery Fund Condition Statement

October, 2001

Fiscal Year Opening Balance

Operating Revenues
Ticket Sales
Retailer Fees and Miscellaneous
Gross Revenues

Expenditures
Prizes
Retailer Compensation
Vendor Payments
General Program Operations
Appropriation to DOJ
Appropriation to DOR
Program Reserves

Total Expenditures

Net Proceeds
Interest Earnings
Gaming-Related Revenue
Total Available for Tax Relief*
Appropriations for Tax Relief

Lottery and Gaming Credit

Farmland Tax Relief Credit

Total Appropriations for Tax Relief

Gross Closing Balance

Reserve (2% of Gross Revenues)

Net Closing Balance

*Opening balance, net proceeds, interest earnings and gaming-related revenue.

Page 3

$12.670,500

$412.008.900
34.000
$412.092,900

$233,259,900
28,940,600
12,584,600
21,519,600
285,300
203,900
259.400
$297,053,300

$115,039,600
$2,042,200
1,717,200
$131,469,500
$105,995,600

17,232,000
$123,227,600

$8,241,900
$8,241,900

$0




WISCORSIK DEPARTMERT OF

ADMINISTRATION

SCOTT McCALLUM
GOVERNOR

GEORGE LIGHTBOURN
SECRETARY

Office of the Secretary
Post Office Box 7864
Madison, W1 53707-7864
Voice (608) 266-1741

Fax (608) 267-3842

TTY (608) 267-9629

October 30, 2001

The Honorable Brian Burke,; Co-Chair
Joint Committee on Finance

316 South, State Capitol

Madison, WI 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

315 North, State Capitol

Madison, WI 53702

Dear Senator Burke and Representative Gard:

Under the provisions of s. 79.10 (11), each October the Department of Administration
must submit to the Joint Committee the department’s estimate of the total funds

available for distribution under the lottery credit.

The department estimated on October 15 that $103,663,600 would be available for
distribution in December 2001. Ensuing discussions between the Legislative Fiscal
Bureau and Department of Revenue staff have produced agreement regarding a
revised estimate. Now, the estimated amount available for distribution through the
Lottery Credit in December 2001 is $105,995,600. A more detailed calculation of this

- estimate is attached for your review.

Following the committee’s approval or revision of this estimate, DOA will inform the

Department of Revenue of the total amount available for distribution under the lottery

credit and DOR will calculate the estimated fair market value necessary to distribute

the total amount of revenue available.

Sincérely,

N7 |
George Li ou
Secretary

ce: Members, Joint Comimittee on Finance
Richard G. Chandler, Secretary of Revenue

T bats .




Lottery Fund Condition Statement

Fiscal Year Opening Balance

Operating Revenues

Ticket Sales

Retailer Fees and Miscellaneous
Gross Revenues

Expenditures
Prizes
Basic Retailer Compensation
Vendor Payments
General Program Operations
Appropriation to DOJ Enforcement
Appropriation to DOR Administration
Lottery and Gaming Cert - Local Costs
Program Reserves

Total Expenditures

Net Proceeds”

Interest Earnings

Gaming-Related Revenue

Total Avaitable for Tax Relief *

Appropriations for Tax Relief
Lottery and Gaming Tax Credit
Farmland Tax Relief Credit

Total Appropriations for Tax Relief

Gross Clesing Balance

Reserve (2% of Gross Revenues)

Change in Encumbrance Balance

Net Closing Balance

Estimate

October, 2001

2001-02
12,670,500

412,008,800
84,000
412,082,900

233,258,200
28,940,600
12,584,600
21,519,600

285,300
203,800

0

259,400
297,053,300

115,039,600

2,042,200

1,717,200

131,469,500

105,995,600

17,232,000

123,227,600

8,241,900

8,241,900

* Opening balance, net proceeds, interest earnings and gaming-related revenue.

FYQ2 fund condition Qer 2 to DOA DOR 10_29_01.xls 2001-02

10/30/2001 1:00 PM



State of Wisconsin e DEPARTMENT OF REVENUE

2135 RIMROCK ROAD & P.O.BOX 3933 @ MADISON, WISCONSIN 53708-8933 @ 608.266-6466 & FAX 603-266-5713 @ http:/fwww.dorstate.wi.us

Scott McCallum Richard G. Chandler
Governor Secretary of Revenue

November 1, 2001

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

State Capitol, Room 316 South
Madison, Wi 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

State Capitol, Room 315 North
Madison, Wl 53702

Dear Senator Burke and Representative Gard:

State law requires the Department of Revenue annually, on November 1, to certify to the
Joint Committee on Finance the percentage change in the Consumer Price Index (CPl) used to
determine a municipality's eligibility for a payment under the expenditure restraint program. The
Department certifies that the percentage change for 2003 payments is 3.2%

Sec. 79.05(1)(am), Wis. Stats., provides that the inflation factor for the expenditure
restraint program be the average annual percentage change in the CPI for all urban consumers
(CPI-U), U.S. city average, for the twelve months ending on September 30. The Department's
certification of this percentage is required in sec. 79.05(2m).

Calculation of the inflation factor is shown in the attached table. If you have any questions
about our calculation, please contact me.

Sincerely,

Richard G. Chandler
Secretary of Revenue

RGC:DP:skr
t\secltndp\burke & gard.n22.doc

cc. Keith Seeley

Attachment



Consumer Price Index for All Urban Consumers (CPI-U)
U.S. City Average, All ltems, Not Seasonally Adjusted
‘ 1982-84=100
Source: Bureau of Labor Statistics,
U.S. Department of Labor

1998-00 2000-01
October 168.2 174.0
November 168.3 174.1
December 168.3 174.0
January 168.8 175.1
February 169.8 175.8
March 171.2 176.2
April 171.3 176.9
May 171.5 177.7
June 172.4 178.0
July 172.8 177.5
August 172.8 177.5
September 173.7 178.3
Average 170.8 176.3
% Change 3.2




SENATE CHAIR
BRIAN BURKE

317-E Capitol

P.O. Box 7882

Madison, W1 53707-7882
Phone: 266-8535

November 8, 2001

STATE OF WISCONSIN

JOINT COMMITTEE ON FINANCE

Mr. George F. Lightbourn, Secretary
Department of Administration
101 E. Wilson Street, 10™ Floor

Madison, WI 53703

Dear Secretary Lightbourn:

ASSEMBLY CHAIR
JOHN GARD

308-E Capitol

P.0O. Box 8952
Madison, Wi 53708-8952
Phone: 266-2343

On October 18, 2001, the Department of Administration (DOA), pursuant to s. 79.10(11)(b)
of the statutes, provided the Committee with an estimate of total funds available for distribution
under the lottery and gaming credit for property taxes levied in 2001 (paid in 2002). On October
30, 2001, DOA provided the Committee with a second letter, which includes a revised lottery and
gaming credit estimate that reflects certain corrections. With these modifications, the amount
available for the lottery and gaming credit would total $105,995,600. The Committee is authorized
to revise the DOA estimate and may do so at 2 meeting that takes place before November 1, 2001.
If the Committee chooses to accept the DOA estimate, no Committee action is required.

This letter is to notify you that the Committee did not meet to reestimate the amount available
for the lottery and gaming credit; DOA may, therefore, notify the Department of Revenue that the
amount available for distribution under the lottery and gaming credit is $105,995,600.




The Legislative Fiscal Bureau analysis of lottery sales and expenses and other gaming-related
revenues is in agreement with the DOA estimate. The Fiscal Bureau concludes that the certified
amount of $105,995,600 would support an estimated average lottery and gaming credit of $76. For
your information, the Fiscal Bureau memorandum dated October 30, 2001, relating to this analysis,
is attached.

Sincerely,

BRIAN BURKE , HN GARD
Senate Chair Assembly Chair
BB:JG:dh

Attachment

cc:  Members, Joint Committee on Finance



Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, WI 53703 = (608) 266-3847 » Fax: (608) 267-6873

October 30, 2001

TO: Members
Joint Committee on Finance

FROM:  Bob Lang, Director

SUBIJECT: | Estimate of Available Funds for the 2001(02) Lottery and Gaming Credit

On October 18, 2001, the Department of Administration (DOA), pursuant to s. 79.10(11)(b)
of the statutes, provided the Joint Committee on Finance with an estimate of total funds available
for distribution under the lottery and gaming credit for property taxes levied in 2001 (paid in 2002).
The Department of Revenue (DOR) must be notified of the total amount available for distribution
under the lottery and gaming credit by November 1, 2001. This estimate provides DOR with the
basis for calculating the fair market value, termed the credit base, necessary to distribute the lottery
and gaming credit. The credits are calculated by multiplying the credit base by school tax rates.

The Committee is authorized to revise the DOA estimate and may do so at a meeting that
takes place before November 1, 2001. If the Committee chooses to accept the DOA estimate, no
Committee action is required. '

In its letter, dated October 12, 2001, DOA estimated that a total of $103,663,600 would be
available for the 2000(01) lottery and gaming credit. This amount was based on estimated 2001-02
lottery sales of $407.9 million. On October 30, 2001, DOA provided the Committee with a revised
lottery fund condition statement that reflects a correction of the estimated farmland tax relief credit
payment in 2001-02 and an adjustment in the lottery sales estimate from $407.9 million to $412.0
million. With these modifications, the amount available for the lottery and gaming credit would
total $105,995,600. Our analysis agrees with this revised amount and an updated lottery fund
condition statement is attached. Certification of this amount would result in an estimated average
lottery and gaming credit of $76. The DOA letter of October 30, 2001, and the revised DOA
lottery fund condition for 2001-02, are also provided as attachments to this memorandum.

Under 2001 Act 16, the 2001-03 biennial budget act, lottery sales were estimated at $403.6
million in 2001-02 and $402.9 million in 2002-03. Actual 2000-01 lottery sales totaled $401.2



million. The revised sales estimate of $412.0 million in 2001-02 was projected on the basis of
higher on-line sales experienced in August, 2001, and a reassessment of lottery sales for the balance
of the year based on the current economic slowdown. The following table shows actual sales by
game type in 2000-01, and 2001-02 sales estimates under Act 16 and under the revised projection.

Estimated Sales

Actual Act 16 Revised Projection
Game Type 2000-01 2001-02 2001-02
Scratch $233,165,400 $232,755,500 $226,834,700
Pull-Tab 4,778,900 4,200,100 4,778,900
On-Line 163,244,300 166,691,500 180,395,300
Total $401,188,600 $403,647,100 $412,008,900

The certification of the lottery and gaming credit proceeds available for distribution in
2001(02) will require that this amount be paid to property owners. In the event that the projected
sales that support the distribution amount are not realized, the lottery fund includes a reserve
(approximately $8.2 million) that can be utilized for credit payments. This reserve amount is
adequate to support credit payments if actual sales are up to $21.0 million less than the projected
$412.0 million. To the extent the reserve would need to be utilized, the effect would be to reduce
the credit amount in the subsequent tax year. Similarly, if 2001-02 lottery sales exceed the $412.0
million projection, the additional funds would be available for distribution for 2002(03) property
tax credits.

In summary, 2001-02 lottery sales of $412.0 million would result in $105,995,600 in lottery
and gaming credits. This amount would result in an average credit of $76. Unless the Committee
meets to certify another number before November 1, 2001, the $105,995,600 projection will be
used by DOR to set the credit base for determining 2001(02) lottery and gaming credits.
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2001-02 Lottery Fund Condition Statement
" Qctober, 2001

Fiscal Year Opening Balance

Operating Revenues
Ticket Sales
Retailer Fees and Miscellaneous
Gross Revenues

Expenditures
Prizes
Retailer Compensation
Vendor Payments
General Program Operations
Appropriation to DOJ
Appropriation to DOR
Program Reserves

Total Expenditures

Net Proceeds
Interest Earnings
Gaming-Related Revenue
Total Available for Tax Relief*
Appropriations for Tax Relief

Lottery and Gaming Credit

Farmland Tax Relief Credit

Total Appropriations for Tax Relief

Gross Closing Balance

Reserve (2% of Gross Revenues)

Net Closing Balance

*Opening balance, net proceeds, interest earnings and gaming-related revenue.
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$12,670,500

$412,008,900
84,000
$412,092,900

$233,259,900
28,940,600
12,584,600
21,519,600
285,300
203,900
259.400
$297,053,300

$115,039,600
$2,042,200
1,717,200
$131.,469,500
$105,995,600

17.232.000
$123,227,600

$8,241,900
$8,241,900

$0




2135 RIMROCK ROAD-624A ® P.0.BOX 8933 ® MADISON, WISCONSIN $3708-8933 ® 608-266-6466 ® FAX 608-266-5718 ® http:/fwww.dor.state.wi.us

Scott McCallum Richard G. Chandler
Governor Secretary of Revenue

January 31, 2002

" E@iﬁgg‘%?“m _"
FEB 8 & 7002

The Honorable Brian Burke -

Co-Chair, Joint Committee on Finance oY

State Capitol, Room 317 East
Madison, W1 53702

Dear Senator Burke:

A summary report containing 2000 individual income tax statistics for Wisconsin school
districts, which the Department of Revenue is required by faw to provide you, is enclosed.

Section 73.03 (29) and (30), Wis. Stats., require the Department to collect and analyze
information from individual income tax filers concerning the school district in which they resided
during the taxable year, and to notify the presiding officers of both houses of the Legislature and
the co-chairs of the Joint Committee on Finance of the results of the analysis.

Space was provided on all individual income tax returns for taxpayers to indicate, using
a four-digit code, the school district in which they resided. These codes conform to the codes
used by the Department of Public Instruction. School district information was not requested of
Homestead credit claimants unless the claimant also filed an individual income tax return. Also,
nonresidents filing Wisconsin income tax returns were directed not to enter a school district

code.
If you have any questions about the summary report, please let me know.
Sincerely, - ,
% ! M{;
. : ‘ LALE A

Richard Chandler
Secretary of Revenue

RC:DC:skr

t'\secltr\dc\burke.301.doc

Enclosure

File Tax Returns Electronically!
On-fine at www. Wisconsin.gov or with professional tax preparers,
Get refunds in days instead of weeks; computer does the math, avolids mistakes.




Wisconsin Department of Revenue
Division of Research and Policy
January 31, 2002

WISCONSIN SCHOOL DISTRICT STATISTICS FOR 2000
SUMMARY BY SCHOOL DISTRICT ‘

This report summarizes, by school district, income tax information of the taxfilers who indicated
on their 2000 income tax returns that they resided in a given school district.

Care should be exercised in using these data, since there are several problems inherent in the
use of income tax data for measuring the ability to pay of school district property owners. First,
the school district income information does not include the income of individuals who do not file
tax returns because their income falls below the minimum filing requirements or because they

do not have tax refunds.

Second, the income shown on the tax return excludes other sources of income that are either
fully or partially exempt from tax (e.g. social security, public assistance, unemployment
compensation). Thus, the income data from tax returns provided for school districts may
understate the income of some districts.

Third, the income information does not include the income of nonresident property owners in the
district, nor does it include the income of corporations located in the school districts.

The following is an explanation of the document's column headings.

COLUMN HEADING : EXPLANATION

School District Name Name of school district as used by the
Department of Public Instruction.

District Number Code number of school district as used by
the Department of Public Instruction.

Return Count The number of income tax returns that
indicated a school district code regardless of
whether or not they reported any income.
(Husband and wife filing a joint return are
counted as one return.)

Total Income - Amount The dollar total of all Wisconsin incorhe
reported by taxpayers to a school district
before subtracting the standard deduction.

Total Income - Count The number of tax returns by school district,
which reported Wisconsin total income (or
foss).

Net Taxable Income - Amount The dollar totai of ail Wisconsin taxable

income after subtracting the standard
deduction and personal exemptions as
determined by taxpayers of a school district.
To be included, individual taxable income
must be greater than $0.



Net Taxable Income - Count

Net Tax - Amount

Net Tax - Count

ROW HEADING (At End of Report)

School Code/Tax District Mismatch

State Total {Valid Codes Only)

State Total (All Records)

The number of tax returns for a school
district, which reported Wisconsin taxable
income greater than $0.

The dollar total of the net tax determined after
subtracting the itemized deduction credit,
school property tax credit, working families
credit and married couple credit. Such net
tax determination is before the minimum tax,
sales tax due on out-of-state purchases,
endangered resources donation, penalties on
retirement plans, taxes withheld, estimated
tax payments, earned income credit,
Farmland Preservation Credit, credit for
income tax paid to another state, Homestead
Credit and farmland tax relief credit.

The number of tax returns for which net tax
was greater than $0.

Data pertaining to those tax returns which did
not indicate a correct school district.

Statewide totals of all of the columns for
school districts that met or exceeded the
validity criteria established by the
Departments of Revenue, Administration and
Public Instruction, and the Legislative Fiscal
Bureau.

Statewide totals of all of the columns for
records—this is the sum of the school
codeftax district mismatch and the state total
(valid codes).

This report can be found on the Department of Revenue website: www.dor.state.wi.us. For
more information, contact Wisconsin Department of Revenue, Division of Research and Policy,
2135 Rimrock Road, P.O. Box 8933, Mail Stop 6-73, Madison, WI 53708-8933; phone (608)

266-2700.

DC:skr
t:\rpt\dc\00schdis.doc
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WISCONSIN SCHOOL DISTRICT SUMMARY STATISTICS FOR 2008

. TIST. RETURN TOTAL INCOME NET TAXABLE INCOME %
SCHOOL DISTRICT NAME NOMEER  COUNT AMOUNT COUNT AMOUNT CotN AMOUNT COUNT
SCH D DF WINE £615 1,224 31,671,831 1,224 23,483,448 85¢ 1,20%.4 7
SeH B OE WiNERRsin pELLS 6478 4694 141,584 045 4,554 112,983,955 3,5 1:50%: 32 3,539
TR — s g LLTac gamn aLmie pan spneln sy
250 D OF WONEWOE-UNION CENTER 6715 ‘959 281517.675 '999 1,470,288 '3 "998,1% it
SCH B oF ”ﬁ?gursﬁaﬂn‘ccmnm sr20 T gaze g nanal DR @RIRid 1 2y 80 188
S€H b_OF YOREVILLE §748 il 33,130,866 it 29,339,534 "552 11580 T4 '671
SCHOOL CODE / TAX msmzm HISHATCH 375,095 21,057,020,3 707095 19,317,275,125 315,286 1,053,867,411 299,347
STATE TOTAL -- VALID CODES ONLY 2,117,594 82,296,270,357 2,117,396 69,909,732,066 1,738,828 3,655,384,575 1,642,958

STATE TOTAL -- ALL RECORDS 2,487,489105,353,290, 708 2,487,489 8%9,127,005,189 2,054,114 4,70%,051,986 1,942,395




Legislative Fiscal Bureau
One East Main, Suite 301 = Madison, WI 53703 » (608) 266-3847 « Fax: {608) 267-6873

March 15, 2002

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBIJECT: Department of Revenue’s Annual Lottery Prize Payout Report

Under s. 565.02(7) of the statutes, the Department of Revenue (DOR) is required to submit a
lottery prize payout report to the Joint Committee on Finance, not later than March 1 of each year,
that includes: (2) an estimate for that fiscal year and for the subsequent fiscal year of the gross
revenues from the sale of lottery tickets; (b) the total amount paid as prizes and the prize payout
ratio for each type of lottery game offered; and (c) an evaluation of the effect of prize payout ratios
of lottery games on lottery sales, lottery operating costs and on maximizing the revenue available
for the lottery and gaming tax credit. The report for this fiscal year was submitted to the
Committee on February 28, 2002.

The report is subject to a 14-day passive review by the Committee. If, by March 20, the Co-
chairs notify DOR that the Committee has scheduled a meeting for the purpose of reviewing the
Department’s proposed prize payouts, DOR may proceed with its plans for the prize payouts for the
subsequent fiscal year only with Committee approval. If the Co-chairs do not notify the
Department by March 20 that the Committee has scheduled a meeting to review the Department’s
proposed prize payouts, the Department’s plans for the prize payouts for the subsequent fiscal year
are considered approved by the Committee.

The report submitted by DOR addresses the requirements of s. 565.02(7). While the report
states that no modifications of the currently approved lottery prize payout ratios are being proposed
at this time, our analysis indicates that one modification would require the approval of the
Committee. This is discussed below.



Lottery Sales Estimates

Under the 2001-03 biennial budget act (Act 16), lottery sales were projected to total $403.6
million in 2001-02. In October, 2001, under an annual statutory process whereby the Department
of Administration (DOA) and the Joint Committee on Finance certify the amount of lottery funds
available for the lottery and gaming tax credit, the 2001-02 sales estimate was modified to $412.0
million. Under the Department’s prize payout report, the estimate for 2001-02 sales remains the

samec.

Under Act 16, lottery sales in 2002-03 were estimated at $402.9 million. Under the March
prize payout report, this estimate is reduced to $400.4 million. This reduction totals nearly $2.5
million and reflects: (a) lower sales estimates for scratch ticket sales (-$4.8 million); and (b) higher
pull-tab sales ($0.9 million) and on-line sales ($1.5 million). These minor modifications to the
estimate made under Act 16 reflect the Department’s latest sales projections.

This office will be reviewing sales estimates for 2002-03 in October, 2002, under the
annual statutory process to certify the amount of lottery funds available for the lottery and gaming
tax credit in 2002-03.

Payout Ratios

Changes in prize payout ratios for instant games were approved by the Joint Committee
on Finance on June 22, 1994. At that time, the average payout ratio for instant scratch tickets
was increased to no more than 63% (from 61.26%) and the average payout ratio for pull-tab
instant games was increased to no more than 62.5% (from 60.38%). On-line game payouts were
maintained at 51.54%, which was the weighted average for on-line game payouts at that time.
On March 22, 2000, the Committee approved one further modification: the maximum payout
ratio for pull-tab ticket sales by nonprofit organizations was increased from 62.5% to not more

than 80%.

While the report states that no increase in payout ratios is being requested at this time, the
report does reflect a slight modification to the weighted payout ratio for on-line games in 2002-03,
to 51.62%. This represents an increase to the current on-line ratio of 51.54% approved by the
Committee in 1994, The 2002-03 increase is primarily the result of a plan to include a share of
payouts relating to the Supercash on-line game for use on a new version of the lottery television
game show. This change, which is discussed in the report, would allow some Supercash players the
opportunity to win additional prizes on the game show.

Summary

The report before the Committee conforms to the requirements of s. 565.02(7) and informs
the Committee of modifications relating to a new version of the lottery television game show that

Page 2

Wil



would include players of the Supercash on-line game. This change would have a slight effect on
the prize payout ratio for on-line games. Approval of the report would allow the on-line payout
ratio to increase from 51.54% to 51.62%. In the report, the Department estimates lottery sales of
$412.0 million in 2001-02 and $400.4 million in 2002-03.

The Committee’s response to the Jottery’s proposal must be provided to DOR no later than
March 20, 2002.

BL/AZ/sas/bh
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STATE OF WISCONSIN

DEPARTMENT OF ADMINISTRATION

101 East Wilson Street, Madison, Wisconsin Office of the Secretary
Posi Office Box 7864

TOMMY G. THOMPSON Madison, WI 53707-7864

GOVERNOR Voice (608) 266-1741
Fax (608) 267-3842

GEORGE LIGHTBOURN

SECRETARY TTY (608) 267-9629

October 14, 2002

The Honorable Brian Burke, Co-Chair [ 0CT 1512000 |
Joint Committee on Finance . §
316 South, State Capitol By o

Madison, WI 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

315 North, State Capitol

Madison, Wi 53702

Dear Senator Burke and Representative Gard:

Under the provisions of s. 79.10 (11), each October the Department of Administration
must submit to the Joint Committee the department’s estimate of the total funds
available for distribution under the lottery credit.

Total funds available for distribution equal existing and projected lottery proceeds and
interest for FYO2 less the amounts estimated to be expended for Department of Justice
gaming enforcement and the Farmland Tax Relief and less the required 2% reserve

under s. 20.003 (5).

The department’s estimate indicates that $110,222,600 will be available for
distribution in December 2002 under current law. A more detailed calculation of the
department's estimate is included for your review.

Following the committee’s approval or revision of this estimate, DOA will inform the
Department of Revenue of the total amount available for distribution under the lottery
credit and DOR will calculate the estimated fair market value necessary to distribute
the total amount of revenue available.

Sincerely,

George Li &

Secretary

cc: Members, Joint Committee on Finance

Richard G. Chandler, Secretary of Revenue



Estimated Funds Availabe for Lottery Credit, December 2002

Gross Revenue
Ticket Sales
Miscellaneous Revenue
Total Gross Revenue

Expenses
Prizes

Administration
Retailer Commission
On-Line Vendor Fee
Operating Expenses
Total Administration

DOJ Gaming Enforcement
DOR Credit Administration

Total Expenses
Net Proceeds

Amount Available for Property Tax Relief
Opening Balance
Net Proceeds
Gaming Revenue
Interest Earnings
Total Available for Property Tax Relief

Property Tax Relief
Farmland Tax Relief Credit
Lottery Property Tax Credit
Late Lottery Credit
Total Appropriations for Property Tax Relief

Gross Closing Balance (Reserve of 2% of Gross Revenue)
Average Lottery Tax Credit

Number of Qualifying Parcels
~ Average Credit

Estimated
FY2002-03

412,712,900
100,600
412,813,500

235,235,000

29,059,500
12,694,400
22,073,400
63,827,300

190,400
222,000

289,474,700

113,338,800

17,698,700
113,338,800
1,374,100
1,217,300
133,628,900

15,000,000
110,222,600
150,000
125,372,600

8,256,300

1,371,100
80



Scott McCallum
Governor

State of Wisconsin e DEPARTMENT OF REVENUE

October 21, 2002

“The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

State Capitol, Room 316 South
Madison, Wi 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

State Capitol, Room 315 North
Madison, Wl 53702

Dear Senator Burke and Representative Gard:

State law requires the Department of Revenue annually, on November 1, to certify to the
Joint Committee on Finance the percentage change in the Consumer Price Index (CPl) used to
determine a municipality's eligibility for a payment under the expenditure restraint program. The
Department certifies that the percentage change for 2004 payments is 1.5%

Sec. 79.05(1)(am), Wis. Stats., provides that the inflation factor for the expenditure
restraint program be the average annual percentage change in the CPI for all urban consumers
(CPI-U), U.S. city average, for the twelve months ending on September 30. The Department's
certification of this percentage is required in sec. 79.05(2m).

Calculation of the inflation factor is shown in the attached table. If you have any questions
about our calculation, please contact me.

Sincerely,

Secretary of Revenue

RGC:DP:skr
t:\secltr\dp\burke gard n21.doc

Attachment

2135 RIMROCK ROAD @ P.O,BOX §933 ® MADISON, WISCONSIN 53708-8933 @ 608.266-6466 # FAX 608-266-5718 @ http:/www, dorstate.wi.us

Richard G. Chandler
Secretary of Revenue




CONSUMER PRICE INDEX FOR ALL URBAN CONSUMERS

CPI-U
U.S. CITY AVERAGE, A(LL ETEl)V!S, NOT SEASONALLY
ADJUSTED
1982-84=100
Source: Bureau of Labor Statistics, U.S. Department of Labor

2000-01 2001-02
October 174.0 177.7
November 174.1 177.4
December 174.0 176.7
January 175.1 177.1
February 175.8 177.8
March 176.2 178.8
April 176.9 179.8
May 1777 179.8
June 178.0 179.9
July 177.5 180.1
August 177.5 180.7
September 178.3 181.0
Average 176.3 178.9
% Change 1.8




Legislative Fiscal Bureau
One East Main, Suite 301 « Madison, W1 53703 « (608) 266-3847 = Fax: (608) 267-6873

October 29, 2002

TO: Members
Joint Committee on Finance

FROM: Bob Lang, Director

SUBJECT: Estimate of Available Funds for the 2002(03) Lottery and Gaming Credit

On October 14, 2002, the Department of Administration (DOA), pursuant to s. 79.10(11)(b)
of the statutes, provided the Committee with an estimate of total funds available for distribution
under the lottery and gaming credit for property taxes levied in 2002 (paid in 2003). The
Department of Revenue (DOR) must be notified of the total amount available for distribution under
the lottery and gaming credit by November 1, 2002. This estimate provides DOR with the basis for
calculating the fair market value, termed the credit base, necessary to distribute the lottery and
gaming credit. The credits are calculated by multiplying the credit base by school tax rates.

The Committee is authorized to revise the DOA estimate and may do so at a meeting that
takes place before November 1, 2002. If the Committee chooses to accept the DOA estimate, no
Committee action is required.

In its letter, dated October 14, 2002, DOA estimated that a total of $110,222,600 would be
available for the 2002(03) lottery and gaming credit. This amount was based on estimated 2002-03
lottery sales of $412.7 million. On October 24, 2002, DOA provided the Committee with a revised
lottery fund condition statement that reflects a correction of the estimated farmland tax relief credit
payment in 2002-03 and several other adjustments. With these modifications, the amount available
for the lottery and gaming credit would total $106,334,700. Our analysis agrees with this revised
amount. Certification of this amount would result in an estimated average lottery and gaming
credit of $78.

The DOA letter of October 24, 2002, and the lottery fund condition for 2002-03, are
provided as attachments to this memorandum. Please note that the attached Fiscal Bureau fund
condition statement is formatted differently from the DOA fund condition statement. As a result,
certain amounts appear to be at variance. However, these variances are not material and the amount
estirnated on the lottery and gaming credit is identical under both approaches.



Under 2001 Wisconsin Act 16, the 2001-03 biennial budget act, lottery sales were estimated
at $403.6 million in 2001-02 and $402.9 million in 2002-03. Actual 2001-02 lottery sales totaled
' $427.6 million. This strong performance was primarily the result of particularly high Powerball
sales associated with a large jackpot in August, 2001. The revised sales estimate of $412.7 million
in 2002-03 was projected on the basis of sales models utilized by DOR to estimate both on-line and
instant ticket games. The 2002-03 sales estimate of $412.7 million appears to be a reasonable
projection. The following table shows actual 2001-02 sales by game type and 2002-03 sales
estimates made under Act 16 and under the revised projection.

Estimated Sales
Actual Act 16 Revised Projection
Game Type 2001-02 2002-03 2002-03
Scratch $233,573,800 $233,919,300 $238,361,300
Pull-Tab 4,640,200 3,927,100 4,640,200
On-Line 189.336,300 165.024.600 169.711.400
Total $427,550,300 $402,871,000 $412,712,900

The certification of the lottery and gaming credit proceeds available for distribution in
2002(03) will require that this amount be paid to property owners. If the projected sales that
support the distribution amount are not realized, the lottery fund includes a reserve (approximately
$8.3 million) that can be utilized for credit payments. This reserve amount is adequate to support
credit payments from the lottery fund even if actual sales are up to $22.0 million less than the
projected $412.7 million. To the extent the reserve would need to be utilized, the effect would be to
reduce the credit amount in the subsequent tax year. Similarly, if 2002-03 lottery sales exceed the
$412.7 million projection, the additional funds would be available for distribution for 2003(04)
property tax credits.

In summary, 2002-03 lottery sales of $412.7 million would result in $106,334,700 in lottery
and gaming credits. This amount would result in an estimated average credit of $78. Unless the
Committee meets to certify another number before November 1, 2002, the $106,334,700 projection
will be used by DOR to set the credit base for determining 2002(03) lottery and gaming credits.

AZ/bh
Attachments
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2002-03 Lottery Fund Condition Statement
Qctober, 2002

Fiscal Year Opening Balance $17.698,700
Operating Revenues
Ticket Sales $412,712,900
Retailer Fees and Miscellaneous 100,600
“Gross Revenues $412,813,500
Expenditures
Prizes $235,235,000
Retailer Compensation 29,059,500
Vendor Payments 12,694,400
General Program Operations 21,510,500
Appropriation to DOJ 289,100
Appropriation to DOR 222,000
Program Reserves 412.200
Total Expenditures £299.422.700

) Net Proceeds

$113,390,800

Interest Earnings $1,135,000
Gaming-Related Revenue $1,003,900
Total Available for Tax Relief* $133,228,400
Appropriations for Tax Relief
Lottery and Gaming Credit $106,334,700
Farmland Tax Relief Credit 18,487,400
Late Lottery and Gaming Credit Applications 150.000
Total Appropriations for Tax Relief $124,972,100
Gross Closing Balance $8,256,300
Reserve (2% of Gross Revenues) $8,256,300
Net Closing Balance $0

*Opening balance, net proceeds, interest earnings and gaming-related revenue.

Page 3




STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION
101 East Wilson Street, Madison, Wisconsin Office of the Secretary
Post Office Box 7864
Madison, W1 53707-7864
Voice (608) 266-174]
Fax (608) 267-3842

TTY (608) 267-9629

TOMMY G. THOMPSON
GOVERNOR

GEORGE LIGHTBOURN
SECRETARY

October 24, 2002

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

316 South, State Capitol

Madison, WI 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

315 North, State Capitol

Madison, WI 53702

Dear Senator Burke and Representative Gard:

After conferring with the Lottery and the Legislative Fiscai sureau, the Department is
revising its estimate under s. 79.10 {11} of the total funds available for distribution
under the lottery credit. This revision reflects the consensus estimate.

The revised estimate projects $106,334,700 will be available for lottery credit
distribution in December 2002. Total funds available for distribution equal existing
and projected lottery proceeds and interest for FYO2 less the amounts estimated to be
expended for Department of Justice gaming enforcement and the Farmland Tax Relief
and less the required 2% reserve under s. 20.003 (5). The calculation of the estimate

is attached.

With the committee’s approval, DOA will inform the Department of Revenue that this
is the total amount available for distribution under the lottery credit. In turn, DOR
will calculate the estimated fair market valué necessary to distribute the total amount
of revenue available.

Sincerely,

George Li
Secretary

cc: Members, Joint Committee on Finance
Richard G. Chandler, Secretary of Revenue



Revised Estimated Funds Availabe for Lottery Credit, December 2002

Gross Revenue
Ticket Sales
Miscellaneous Revenue
Total Gross Revenue

Expenses
Prizes

Administration
Retailer Commission
On-Line Vendor Fee
Operating Expenses
Program Reserves
Total Administration

DOJ Gaming Enforcement
DOR Credit Administration

k]

Total Expenses

Net Proceeds

Amount Available for Property Tax Relief
Opening Balance
Net Proceeds
Gaming Revenue
Interest Earnings
Total Available for Property Tax Relief

Property Tax Relief
Farmland Tax Relief Credit
Lottery Property Tax Credit
L ate Lottery Credit
Total Appropriations for Property Tax Relief

Gross Closing Balance (Reserve of 2% of Gross Revenue)

Average Lottery Tax Credit
Number of Qualifying Parcels
Average Credit

Estimated
FY2002-03

412,712,900
100,600
412,813,500

235,235,000

29,059,500
12,694,400
21,510,500

412,200
63,676,600

289,100
222,000

299,422,700
113,390,800
17,698,700
113,390,800
1,003,900

1,135,000
133,228,400

18,487,400

. 106,334,700

150,000
124,972,100

8,256,300

1,371,100
78
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STATE OF WISCONSIN
DEPARTMENT OF ADMINISTRATION

101 East Wilson Street, Madison, Wisconsin Office of the Secretary
) Post Office Box 7864
TOMMY G. THOMPSON Madison, WI 53707-7864
GOVERNOR Voice (608) 266-1741
Fax (608) 267-3842

GEORGE LIGHTBOURN .
SECRETARY TTY (608) 267-9629

October 24, 2002

The Honorable Brian Burke, Co-Chair
Joint Committee on Finance

316 South, State Capitol

Madison, WI 53702

The Honorable John Gard, Co-Chair
Joint Committee on Finance

315 North, State Capitol

Madison, WI 53702

Dear Senator Burke and Representative Gard:

After conferring with the Lottery and the Legislative Fiscal Bureau, the Department is
revising its estimate under s. 79.10 (11) of the total funds available for distribution
under the lottery credit. This revision reflects the consensus estimate.

The revised estimate projects $106,334,700 will be available for lottery credit
distribution in December 2002. Total funds available for distribution equal existing
and projected lottery proceeds and interest for FYO2 less the amounts estimated to be
expended for Department of Justice gaming enforcement and the Farmland Tax Relief
and less the required 2% reserve under s. 20.003 (5). The calculation of the estimate
is attached.

With the committee’s approval, DOA will inform the Department of Revenue that this
is the total amount available for distribution under the lottery credit. In turn, DOR
will calculate the estimated fair market value necessary to distribute the total amount
of revenue available.

Sincerely,

ce: Members, Joint Committee on Finance
Richard G. Chandler, Secretary of Revenue




Revised Estimated Funds Availabe for Lottery Credit, December 2002

Gross Revenue
Ticket Sales
Miscellaneous Revenue
Total Gross Revenue

Expenses
Prizes

Administration
Retailer Commission
On-Line Vendor Fee
Operating Expenses
Program Reserves .
Total Administration

DOJ Gaming Enforcement
DOR Credit Administration

Total Expenses
Net Proceeds

Amount Available for Property Tax Relief
Opening Balance
Net Proceeds
Gaming Revenue
Interest Earnings
Total Available for Property Tax Relief

Property Tax Relief
Farmiand Tax Relief Credit
Lottery Property Tax Credit
Late Lottery Credit
Total Appropriations for Property Tax Relief

Gross Closing Balance (Reserve of 2% of Gross Revenue)
Average Lottery Tax Credit

Number of Qualifying Parcels
Average Credit

Estimated
FY2002-03

412,712,900
100,600
412,813,500

235,235,000

29,059,500
12,694,400
21,510,500

412,200
63,676,600

289,100
222,000

289,422,700

113,390,800

17,698,700
113,390,800
1,003,900
1,135,000
133,228,400

18,487,400
106,334,700
150,000
124,972,100

8,256,300

1,371,100
78



