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State Lottery and Charitable Gaming
(Pari-Mutuel Wagering and Racing)

Introduction

Prior to 1965, Article 1V, Section 24 of the
Wisconsin Constitution stipulated that "the legis-
lature shall never authorize any lottery..." This
provision was broadly interpreted to exclude all
forms of gambling in Wisconsin.

Five separate amendments have since modi-
fied this strict gambling prohibition. The first,
ratified in 1965, allowed the Legislature to create
an exception to permit state residents to partici-
pate in various promotional contests. In 1973 and
1977, amendments were passed authorizing the
Legislature to allow charitable bingo games and
raffles, respectively. Finally, in 1987, two
amendments were adopted authorizing: (a) the
creation of a state-operated lottery, with proceeds
to be used for property tax relief; and (b) private-
ly operated pari-mutuel on-track betting as pro-
vided by law. Following these constitutional
amendments, 1987 Act 329 established regulato-
ry requirements for crane games.

In addition to these amendments, which ex-
panded legal gambling in the state, Wisconsin
voters ratified a constitutional amendment on
April 6, 1993, that clarified that all forms of
gambling are prohibited except bingo, raffles,
pari-mutuel on-track betting and the current state-
run lottery. The amendment also specifically bars
the state from conducting prohibited forms of
gambling as part of the state-run lottery. The
amendment limited non-tribal gambling in the
state to those forms permitted in April, 1993.

In a parallel development, Indian tribes in
Wisconsin and other states were provided the
right, as a result of federal court rulings, to nego-
tiate gaming compacts authorizing a wide variety

of gambling activities on reservation and federal
trust lands. As a result, 11 Wisconsin Indian
tribes and bands currently operate gaming facili-
ties in 27 locations, including both gambling ca-
sinos and satellite sites offering electronic gam-
ing devices.

Prior to October 1, 1992, three agencies per-
formed gambling-related functions: (a) the De-
partment of Regulation and Licensing regulated
charitable bingo and raffle activities; (b) the Lot-
tery Board operated the state lottery; and (c) the
Racing Board regulated pari-mutuel betting and
racing. Effective October 1, 1992, the Wisconsin
Gaming Commission, comprised of three full-
time members, was created (under 1991 Wiscon-
sin Act 269) to coordinate and regulate all activi-
ties relating to legal gambling. This action: (a)
eliminated the Lottery and the Racing Boards and
transferred their functions to the Commission; (b)
transferred the regulatory responsibilities for
charitable bingo and raffles from the Department
of Regulation and Licensing to the Commission;
and (c) made the Commission responsible for the
state's regulatory responsibilities under the state-
tribal gaming compacts.

Under 1995 Wisconsin Act 27, the Gaming
Commission was eliminated and replaced by a
Gaming Board, effective July 1, 1996. Also, on
that date, the administration of the state lottery
was transferred to the Department of Revenue
(DOR). All other Gaming Commission responsi-
bilities were transferred to the Gaming Board.
Finally, under 1997 Wisconsin Act 27, the Gam-
ing Board was eliminated and its functions were
transferred to a Division of Gaming in the De-
partment of Administration (DOA), effective Oc-
tober 14, 1997.



This paper describes legal gambling in Wis-
consin exclusive of tribal gaming activities. This
focus includes: (a) a description of the state's cur-
rent administrative structure relating to legal
gambling in Wisconsin, including the Lottery
Division in DOR, the Division of Gaming in
DOA, and the Division of Criminal Investigation
in the Department of Justice (DOJ); (b) the histo-
ry and operation of the state lottery; and (c) the
history and regulation of charitable bingo and
raffles, and crane-game amusement devices. Fur-
ther, while racing and pari-mutuel wagering are
authorized under current law and Wisconsin has
had racing and pari-mutuel wagering, no such
activities are currently operating. Therefore, an
appendix to this paper describes the history of
racing and pari-mutuel wagering in the state. A
separate paper describes the development and
current operation of tribal gaming [see the Legis-
lative Fiscal Bureau's informational paper enti-
tled, "Tribal Gaming in Wisconsin"].

The Structure of State Gaming Administration

The Lottery Division under the Department of
Revenue

Under 1995 Wisconsin Act 27, the operation
of the state lottery was transferred to the Depart-
ment of Revenue as a separate division within the
agency. The state lottery is the one form of legal
gambling in Wisconsin that is operated by the
state, utilizing both state employees and contract-
ed services, including private sector retailer out-
lets for lottery ticket sales.

The Lottery Division is authorized 83.95 full-
time equivalent (FTE) positions in 2014-15, in-
cluding one unclassified division administrator.
The lottery is funded from the segregated (SEG)
lottery fund. Currently, 41.3 positions are allo-
cated for retailer relations and sales, 12.0 posi-
tions for product development and marketing,

and the remaining 30.65 positions for other ad-
ministrative and operational functions. All lottery
employees are subject to background investiga-
tions and criminal record restrictions. The Divi-
sion's funding in 2014-15 totals $71,856,200, in-
cluding $21,653,600 for general program opera-
tions, $36,826,000 for retailer compensation, and
$13,376,600 for vendor fees.

The Division of Gaming under the Depart-
ment of Administration

The Department of Administration, through
its Division of Gaming, regulates activities and
promulgates rules relating to charitable gaming
(bingo and raffles). The Division also coordinates
the state's regulatory activities under the state-
tribal gaming compacts relating to Indian casino
gaming.

There are 23.5 FTE positions authorized for
the Division in 2014-15, including an unclassi-
fied division administrator and an unclassified
attorney. Currently, 17.4 positions are allocated
to Indian gaming, 2.9 positions for raffles, and
3.2 positions for bingo, funded from program
revenue (PR) associated with each type of gam-
ing. These employees are subject to background
investigations and criminal record restrictions.
The Division's funding in 2014-15 totals
$2,524,000 PR. The program revenue funds Indi-
an gaming regulation ($1,952,900 PR), raffle
regulation ($259,200 PR), and bingo regulation
($311,900 PR).

As of December, 31, 2009, no racetracks re-
main in operation in Wisconsin and the author-
ized funding and positions allocated for this func-
tion were eliminated in the 2011-13 biennial
budget deliberations. Detailed historical infor-
mation regarding the regulation of racing and
pari-mutuel wagering in Wisconsin is included in
the Appendix of this paper.

The Office of Indian Gaming: (a) coordinates
state regulation of Indian gaming; (b) functions



as a gaming liaison between Indians, the general
public and the state; (c) functions as a clearing-
house for information on Indian gaming; and (d)
assists the Governor in determining the types of
gaming that may be conducted on Indian lands,
and in entering into Indian gaming compacts.

The Office of Charitable Gaming administers
the regulation of charitable games (bingo and raf-
fles).

The Department is authorized to audit these
various gaming operations, investigate suspected
violations of gaming law, and report suspected
gaming-related criminal activity to DOJ's Divi-
sion of Criminal Investigation (DCI). If DCI
chooses not to investigate the report, DOA may
coordinate an investigation of the suspected crim-
inal activity with local law enforcement officials
and district attorneys.

Gaming Enforcement under the Department
of Justice

In addition to the state gaming administrative
and regulatory functions in DOR and DOA, the
Special Operations Bureau in DOJ's Division of
Criminal Investigation provides law enforcement
oversight of gambling activities in Wisconsin.
Investigations are conducted by the regional of-
fice of the area in which the complaint originat-
ed. These investigations are conducted through
the Western or Eastern Field Operations Bureaus,
depending on the location of the associated re-
gional office. In 2014-15, funding for gaming
enforcement totals $546,000 ($389,500 SEG
from the lottery fund and $156,500 PR from In-
dian gaming revenue). A total of 4.0 classified
positions carry out the Department's responsibili-
ties for the enforcement of the state's gambling
statutes. Of these 4.0 positions, 1.25 are respon-
sible for cases involved with gaming on tribal
lands and 2.75 are responsible for all other gam-
ing investigations undertaken by the Special Op-
erations Bureau.

The Department's primary responsibilities re-
lated to gaming are as follows:

Lottery. The Department of Justice may in-
vestigate activities of Lottery Division employees
in the Department of Revenue and lottery ven-
dors that affect the administration or operation of
the state lottery or multi-jurisdictional lotteries.
In addition, DOJ is required to perform the back-
ground investigations relating to major procure-
ment contract vendors. The Department must re-
port suspected violations of state or federal law to
the appropriate prosecuting authority. As part of
its investigation, the Department may issue a
subpoena to compel the production of evidence.
The Department and district attorneys have con-
current jurisdiction to prosecute violations of
state lottery statutes. The Department also inves-
tigates crimes that are committed against the Lot-
tery. These crimes generally involve attempts to
defraud the Lottery.

Indian Gaming. The Department is author-
ized, under the state-tribal compacts, to: (a) mon-
itor each tribe's casino gaming to ensure compli-
ance with the compacts; (b) investigate the activi-
ties of tribal officers, employees, contractors or
gaming participants who may affect the operation
or administration of the tribal gaming; and (c) to
commence prosecutions relating to casino gam-
ing for violations of any applicable state civil or
criminal law or provision of a compact.

The Wisconsin State Lottery

Constitutional Provision

Authorization of the Wisconsin lottery re-
quired the adoption of a constitutional amend-
ment creating an exception to the gambling pro-
hibition in effect at that time. This amendment
received voter approval on April 7, 1987, by a
vote of 739,181 (65%) to 391,942 (35%).



This amendment allowed the Legislature to
create a state lottery, the net proceeds of which
must be used for property tax relief. The amend-
ment prohibits the expenditure of any public
funds or lottery proceeds for promotional adver-
tising of the lottery and stipulates that "any ad-
vertising of the state lottery shall indicate the
odds of a specific ticket to be selected as the
winning ticket for each prize amount offered."
This language appears to allow the state to en-
gage in advertising only to inform potential par-
ticipants of the lottery's existence, but precludes
the state from conducting advertising that is pro-
motional in nature. Advertising by private busi-
nesses acting as lottery ticket retailers or suppli-
ers must also disclose a ticket's odds of winning;
however, the prohibition of promotional advertis-
ing does not apply to these businesses.

Lottery Definitions in State Law

A "lottery" is defined under s. 945.01(5)(a) of
the Wisconsin Statutes as "...an enterprise where-
in for a consideration the participants are given
an opportunity to win a prize, the award of which
is determined by chance, even though accompa-
nied by some skill." This definition contains
three elements which are essential in any lottery:

1. Consideration. Either the promoters
must receive some commercial or financial ad-
vantage or the participants must be disadvantaged
in some way. An example of a consideration is
the price paid for a lottery ticket.

2. Chance. The determination of prize win-
ners must be through some random selection pro-
cess.

3. Prize. Selected participants must be
awarded some sort of prize. In a lottery, prizes
may range from $1 to large cash amounts.

Chapter 945 of the statutes, which prohibits
anyone from conducting or participating in a "lot-
tery," also specifies that a lottery does not include
bingo and raffles, pari-mutuel wagering or the

state lottery or any multijurisdictional lottery
conducted under Wisconsin law. (A "multijuris-
dictional” lottery pertains to games in which
Wisconsin participates in conjunction with an-
other state of the United States of America, the
District of Columbia, the Commonwealth of
Puerto Rico or any territory or possession of the
United States of America or the government of
Canada or any Canadian province.)

The types of games that may be offered to
players of the state lottery are restricted under s.
565.01(6m) of the statutes. The state lottery is
defined as an enterprise, including a multijuris-
dictional lottery in which the state participates,
where the player, by purchasing a ticket, is enti-
tled to participate in a game of chance in which
any of the following applies:

1. The winning tickets are randomly prede-
termined and the player reveals preprinted num-
bers or symbols from which it can be immediate-
ly determined whether the ticket is a winning
ticket entitling the player to win a prize, includ-
ing an opportunity to win a prize in a secondary
or subsequent chance drawing or game.

2. The ticket is evidence of the numbers or
symbols selected by the player or, at the player's
option, selected by a computer, and the player
becomes entitled to a prize, including an oppor-
tunity to win a prize in a secondary or subsequent
chance drawing or game. The player wins if
some or all of the player's symbols or numbers
are selected in a chance drawing or game, if the
player's ticket is randomly selected by the com-
puter at the time of purchase or if the ticket is
selected in a chance drawing.

This definition is consistent with the types of
lottery games that have been conducted by the
Wisconsin state lottery since its inception. The
state lottery cannot include any of the following
games or games simulating any of the following
games:



1. Any game in which winners are selected
based on the results of a race or sporting event.

2. Any banking card game, including black-
jack, baccarat or chemin de fer.

3. Poker, roulette, craps or other dice
games, keno, bingo 21, bingo jack, bingolet or
bingo craps.

4. Any game of chance played on a slot
machine or any mechanical, electromechanical or
electronic device that is generally available at a
gambling casino.

5. Any game or device that is commonly
known as a video game of chance, a video gam-
ing machine or a video gambling machine, except
a video device authorized by the Department to
permit the sale of tickets for an authorized game
if the device does not determine or indicate
whether the player has won a prize.

6. Any game that is similar to a game iden-
tified above.

7. Any other game that is commonly con-
sidered to be a form of gambling and is not sub-
stantially similar to a game that the Department
has the authority to conduct under state law.

Finally, state law specifies that the definition
of the state lottery does not affect the provisions
of any Indian gaming compact entered into by the
state before January 1, 1993.

Wisconsin Lottery Games

The state lottery offers two types of instant
games: “scratch" ticket games and pull-tab
games. In the scratch games, participants pur-
chase a card with a latex covering, which is
scratched off to reveal the prize, if any, that is
won. Depending on the game, tickets cost $1, $2,
$3, $5, $10, $15, $20, or $30. In 2013-14, scratch
game sales amounted to $337.7 million and ac-

counted for 59.4% of total lottery sales.

Pull-tab games are played with "break-open™
tickets that are made of laminated paper partially
perforated to permit strips to be torn from one
side to reveal the underlying play symbols, from
which it can be immediately determined whether
the ticket is a winner. Pull-tab tickets may only
be redeemed at the place the ticket is purchased.
In 2013-14, pull-tab game sales amounted to $1.3
million and accounted for 0.2% of total lottery
sales.

The state lottery also offers on-line games,
commonly referred to as "lotto” games. In these
games, tickets are distributed from terminals
linked to the state lottery's central office comput-
er (in September, 2014, some 3,718 retailers had
lotto ticket terminals). Participants select a com-
bination of numbers (or have a computer ran-
domly select the numbers) from a larger field.
Periodic drawings are held to determine the win-
ning combinations. There are two basic types of
lotto games. In most daily draw games, prizes are
awarded to winners with no carryover to subse-
quent drawings. In "jackpot" games, the odds
against selecting the correct combination of
numbers are higher, so there may be no winner
among the participants in a given drawing. When
this occurs, the prize money is added to the
amounts from subsequent drawings until a win-
ner emerges.

The state currently offers five daily draw
games (SuperCash, Daily Pick 3, Daily Pick 4,
Badger 5, and 5 Card Cash) and three jackpot
games (Powerball, Wisconsin's Megabucks, and
MegaMillions). An additional jackpot game,
Monopoly Millionaires' Club, will begin sales in
January, 2015. The Powerball, MegaMillions,
and Monopoly Millionaires' Club games are mul-
ti-state games, while the others are Wisconsin-
only games. The minimum price to play ranges
between $0.50 (Daily Pick 3 and 4) and $2.00 (5
Card Cash and Powerball). Raffle-style lotto
games, which are offered less frequently, may



have higher minimum ticket prices. In 2013-14,
lotto game sales amounted to $229.9 million and
accounted for 40.4% of total lottery sales.

The state lottery began selling tickets Sep-
tember 14, 1988. Instant, lotto, and total lottery
ticket sales for the years 1988-89 through 2013-

14 are summarized in Table 1.

Table 1: Wisconsin Lottery Ticket Sales

Fiscal Instant Lotto

Year Games Games Totals
1988-89  $230,365,300 $0  $230,365,300
1989-90 182,674,800 126,923,100 309,597,900
1990-91 230,724,800 160,672,200 391,397,000
1991-92 289,685,900 159,370,500 449,056,400
1992-93 310,951,800 184,180,100 495,131,900
1993-94 285,317,800 210,203,500 495,521,300
1994-95 320,356,100 198,558,900 518,915,000
1995-96 310,401,700 171,722,300 482,124,000
1996-97 273,413,600 157,677,500 431,091,100
1997-98 252,915,500 165,724,800 418,640,300
1998-99 230,817,600 197,378,500 428,196,100
1999-00 241,040,900 165,629,300 406,670,200
2000-01 237,944,200 163,244,400 401,188,600
2001-02 238,214,000 189,336,300 427,550,300
2002-03 249,467,400 185,570,400 435,037,800
2003-04 270,286,700 212,633,600 482,920,300
2004-05 269,904,800 181,967,200 451,872,000
2005-06 285,757,700 223,299,700 509,057,400
2006-07 284,131,800 208,646,800 492,778,600
2007-08 287,429,300 207,297,800 494,727,100
2008-09 276,797,700 196,616,600 473,414,300
2009-10 273,271,700 207,670,300 480,942,000
2010-11 302,521,100 200,130,700 502,651,800
2011-12 322,482,000 225,158,700 547,640,700
2012-13 326,725,700 239,377,000 566,102,700
2013-14 338,960,800 229,876,600 568,837,400

Statutory Provisions and Current Operations

Although the constitutional amendment au-
thorized a lottery, legislation was needed to cre-
ate the lottery and specify the details of its opera-
tion. The following sections briefly outline the
major provisions of the current state lottery stat-
utes and describe lottery operations.

Administration by the Department of Rev-
enue. The Department of Revenue has the re-
sponsibility for operating the state lottery and has
certain oversight responsibilities under current
law. The Department, prior to appointing an un-
classified administrator of the lottery division, is
required to conduct a nationwide search to find
the most qualified appointee. The search must
consider the business management experience,
marketing experience, computer experience and
lottery management experience of the applicants.
No person may serve as the administrator who
has been convicted of, or entered a plea of guilty
or no contest to, any of the following: (a) a felo-
ny during the immediately preceding 10 years
(unless the person has been pardoned); (b) a
gambling-related offense; (c) fraud or any type of
misrepresentation; or (d) a violation of lottery
law or administrative rules.

The Department has broad authority to prom-
ulgate rules relating to implementing the lottery
statutes. The Department is required to adopt
rules governing specific aspects of the lottery's
management and operations, including rules for:
(a) establishing a plan of organizational structure
for lottery division employees; (b) selecting re-
tailers; (c) establishing requirements for infor-
mation to be submitted with a bid or proposal by
a person proposing to contract with the state lot-
tery; (d) determining the types of lottery games to
be offered; (e) defining the terms "advertising"
and "lottery shares;" (f) establishing the circum-
stances and procedures under which a retailer
may not be reimbursed if he or she accepts and
directly pays a prize on an altered or forged lot-
tery ticket or lottery share; (g) providing for
terms of lottery retailer contracts for periods that
are shorter than three years; and (h) establishing
goals to increase the total amount of expenditures
for advertising, public relations and other pro-
curements that are directed to minority business-
es, the number of retailers that are minority busi-
nesses and the number of employees of the lot-
tery division who are minority group members.
Additional rules relating to the operation of the



state lottery may be promulgated by DOR, in-
cluding rules regarding the establishment of a
retailer performance program.

The Department is also authorized to: (a) ap-
prove whether lottery functions are to be per-
formed by DOR employees or provided under
contract; (b) approve a major procurement con-
tract, if the Department of Administration dele-
gates responsibility for the procurement process
to DOR; (c) approve the features and procedures
for each lottery game; and (d) conduct hearings
and render final decisions relating to the suspen-
sion or termination of a lottery retailer contract.

Lottery Procurements. Subject to approval
by the Secretary of DOR, the lottery division
administrator may determine whether lottery
functions will be performed by DOR employees
or be provided under contract with private busi-
nesses or individuals. However, no contract may
provide for the entire management or operation
of the lottery by any private person.

Major procurements for the lottery are made
by DOA, unless DOA delegates this authority to
DOR. "Major procurements™ are defined as mate-
rials, supplies, equipment or services which are
unique to the operation of the lottery and not
common to the ordinary operations of other state
agencies. Other goods and services used by the
state lottery are subject to s. 565.25 of the stat-
utes and normal state purchasing procedures.

The Department of Administration must solic-
it separate bids or proposals for management
consultation services. Major procurement con-
tracts must be awarded using a formula based on:
(@) cost; (b) the proposed vendor's technical ca-
pability and expertise; (c) the integrity, reliability
and expertise of the proposed vendor; (d) security
considerations; and (e) the vendor's financial sta-
bility.

Like lottery employees, major procurement
vendors are subject to background investigations
and criminal record restrictions. Major procure-

ment vendors are also required to establish an
office in Wisconsin.

Conflict of interest provisions prohibit a ven-
dor selected to provide management consultation
services from submitting a bid or proposal to
provide other supplies, goods or services under a
major procurement contract or to have an owner-
ship interest in any vendor under such a contract
or submitting a bid for such items. In addition,
conflict of interest provisions apply to the em-
ployees in the lottery division in DOR, as well as
the Department's Secretary, Deputy Secretary,
and Assistant Deputy Secretary, with regard to
having a direct or indirect interest in, being em-
ployed by, or accepting money or other things of
value from any vendor or retailer while serving
as an employee in that capacity.

Lottery Retailers. Under state lottery admin-
istrative rules, retailers enter into contracts with
the state lottery for the sale of lottery tickets to
the public. These rules authorize an initial retailer
application fee and an additional fee for a three-
year certificate of authority. Currently, the initial
contract application fee is $75. The certificate of
authority fee of $25 per sales location is imposed
when a contract is awarded or renewed. Retailer
contracts typically run for three years, although
other time periods can be used to stagger contract
expiration dates.

Retailer selection must provide for the con-
venient availability of lottery tickets to prospec-
tive buyers. Rules relating to retailer selection
must be based on objective criteria and may not
limit the number of retailers in a municipality
solely based on its population. The rules must
also establish requirements for: (a) financial re-
sponsibility; (b) security; (c) accessibility; (d) the
sufficiency of existing retailers to serve the pub-
lic; (e) expected sales volume; (f) ensuring that
there will not be an undue concentration of retail-
ers in any geographic area of the state; and (g)
additional qualifications (determined by rule).



A retailer contract may be terminated or sus-
pended if a retailer has done any of the follow-
ing: (a) violated lottery statutes or rules; (b)
failed to meet retailer qualifications; (c) endan-
gered lottery security; (d) engaged in fraud, de-
ceit, misrepresentation or other conduct prejudi-
cial to public confidence in the lottery; (e) failed
to accurately account for lottery tickets, revenues
or prizes; (f) is delinquent in making payment of
lottery ticket revenues; or (g) violated contractual
provisions in a manner that constitutes grounds
for termination or suspension. In addition, the
lottery administrator can suspend or terminate a
contract, without prior notice or hearing, if he or
she determines that such action is necessary to
protect the public interest or the security, integri-
ty or fiscal responsibility of the state lottery. In
this circumstance, the retailer can have such a
suspension or termination reconsidered by the
lottery administrator and, if necessary, reviewed
by DOR through a hearing process.

No retailer contract may be entered into with
a person who is less than 18 years of age or is
finally adjudged to be delinquent in the payment
of state taxes, unemployment compensation, or
certain other required state payments; also, crim-
inal record restrictions apply. There is also a pro-
hibition against entering into a retailer contract
with a person engaged in business exclusively as
a lottery retailer, unless the contract is on a tem-
porary basis or is with a person with a disability,
a group of individuals with disabilities or a non-
profit organization providing services to such
persons.

The state lottery may operate retail sales out-
lets or enter into retailer contracts with state and
local governmental agencies. However, under
these circumstances, the lottery division adminis-
trator must minimize the competitive effect of
such sales on sales by private retailers. Retailer
contracts with private persons operating activities
on state or local government property are also
allowed but, in awarding these contracts, the state
lottery must give preference to individuals with

disabilities and nonprofit organizations providing
services to such persons.

Early in its history, the lottery distributed
tickets to retailers through five regional sales and
distribution routes, centered in Eau Claire, Green
Bay, Madison, Milwaukee, and Rhinelander. In
the mid-1990's the lottery began using a central-
ized distribution model. However, it is still help-
ful to view the number of retailers by region. Ta-
ble 2 indicates, for each region of the state, the
number of for-profit retailers and nonprofit or-
ganizations. Virtually all for-profit retailers have
lotto ticket terminals, although historically a
small number of retailers have sold pull-tab tick-
ets only. Nonprofit organizations are permitted to
only sell pull-tab tickets.

Table 2: Lottery Retailers by Region (as
of September, 2014)

Pull-Tab Only
For-Profit Nonprofit

Region Retailers Organizations
Eau Claire 640 77
Green Bay 678 26
Madison 736 61
Milwaukee 1,411 139
Rhinelander 253 _26
Total 3,718 329

Retailer Compensation. Basic retailer com-
pensation is established by statute at 5.5% of the
retail price of lotto lottery tickets and 6.25% of
the retail price of instant tickets sold by the re-
tailer. A higher rate of basic compensation,
which varies by game, is permitted to nonprofit
organizations selling pull-tab lottery tickets at
special events. In 2013-14, the overall rate of
compensation for nonprofit retailers was 27.05%.

Retailer Performance Program. Under 1999
Wisconsin Act 9, DOR was authorized, effective
January 1, 2000, to establish by rule a program to
pay additional compensation to retailers who
meet certain performance goals identified by the
Department. The additional compensation paid to
retailers under the program may not exceed 1%
of gross lottery sales revenue in a fiscal year.



The retailer performance program is com-
posed of three components: (a) a winning ticket
bonus component; (b) a sales goal incentive
component; and (c) a short-term incentive com-
ponent. The winning ticket and sales goal com-
ponents are viewed by DOR as the major compo-
nents of the program, while the short-term incen-
tives are characterized as a lesser component of
the program designed to support certain lottery
products or to strengthen sales during certain pe-
riods of the year.

The rules for the program require the lottery
administrator to document and report, within 90
days of the completion of a fiscal year, the total
payments made to retailers under the program.
The report must detail the incentives paid under
the winning ticket incentive, the sales goal
incentive, and the short-term incentive.

Winning Ticket Component. The winning
ticket component provides a payment to the re-
tailer selling a winning ticket equal to 2% of the
winning ticket value, if the winning ticket value
is at least $600. The maximum payment author-
ized under the winning ticket incentive compo-
nent is $100,000 per winning ticket. [In the event
that retailers would collectively earn more than
$300,000 from any one prize level in any one
drawing, then the lottery is required under rule to
divide $300,000 equally among all retailers who
earned an incentive from that prize level.] Under
the winning ticket component of the program,
retailers received $787,400 in 2013-14.

Sales Goal Incentive Component. The sales
goal incentive component pays bonuses of 10%
of sales increases (unless adjusted to a lower
payment percentage by the lottery administrator)
in three categories of lottery products: (a) instant
ticket games; (b) non-jackpot lotto games; and
(c) jackpot lotto games. Each lottery product cat-
egory is treated separately. The flexibility to ad-
just the sales goals incentive payments to less
than 10% of sales increases is designed to ensure
that total payments will not exceed the 1% of to-

tal sales funding limit in a fiscal year. Any ad-
justment must consider historical sales and incen-
tive information and must be applied equally to
all retailers receiving payment. Sales goal incen-
tive payments to retailers totaled $3,392,000 in
2013-14.

Short-Term Incentive Component. The short-
term incentive component of the program pro-
vides bonus payments to retailers who satisfy a
specific, short-term performance expectation.
The intent of providing short-term incentives is
to support certain lottery products or strengthen
sales during certain periods of the year through a
flexible incentive mechanism that has a limited
life cycle. For example, short-term incentives
may be used to help reduce the ticket inventory
for certain games or to support seasonal lottery
products.

Under rules governing the program, the lot-
tery administrator may offer multiple short-term
incentives in a fiscal year. A short-term incentive
may not continue from one fiscal year to the next.
Each short-term incentive is limited to a maxi-
mum of $300,000 in total incentive payments. In
2013-14, nine short-term incentive programs re-
sulted in payments of $214,600.

In summary, 2013-14 retailer performance
payments totaled $4,394,000 ($787,400 for the
winning ticket component, $3,392,000 for sales
goal incentives, and $214,600 for short-term in-
centives).

Lottery Games and Prizes. The Department
must promulgate rules governing the types of
games offered by the state lottery. Subject to
these rules and the approval of the Secretary of
DOR, the lottery administrator must determine
the particular features of and procedures for each
lottery game offered. The criteria must be in writ-
ing, accessible to the public and must include: (a)
the theme and name of the game; (b) the price of
the lottery tickets; (c) the prize structure, includ-
ing the number and value of prizes; (d) the fre-



quency of drawings or other winner selections;
(e) the method of selecting winners; and (f) the
method of making payment to winners.

Lottery tickets cannot be sold to anyone un-
der 18 years of age. However, an adult may give
a ticket to a minor. In addition, no employee in
the Lottery Division or the Secretary, Deputy
Secretary, or Assistant Deputy Secretary of Rev-
enue and no member of such a person's immedi-
ate family may purchase a lottery ticket.

By statute, total annual lottery prizes must
equal at least 50% of gross sales. (In 2013-14,
prizes totaled approximately 59.2% of gross
sales.) Prizes under $600 may be redeemed by
lottery retailers. Larger prizes must be paid by
the state lottery. Lottery winners have 180 days
from the date of the drawing in which to claim
prizes. For instant scratch or pull-tab games,
winners have 180 days from the end date of the
game to claim prizes.

Annually, no later than March 1, DOR must
submit a report to the Joint Committee on Fi-
nance that estimates all of the following for the
current and subsequent fiscal years: (a) gross
revenue from lottery ticket sales; (b) the total
amount to be paid as prizes; (c) the prize payout
ratio for each type of lottery game offered; and
(d) an evaluation of the effect prize payout ratios
have on lottery sales, lottery operating costs and
on maximizing the revenue available for the lot-
tery property tax credit. If, within 14 days of the
receipt of the report, the Co-chairs of the Com-
mittee notify DOR that a meeting of the Commit-
tee has been scheduled to review the proposed
prize payouts, DOR may proceed with the payout
plans for the next fiscal year only upon approval
by the Committee. If no meeting is scheduled
within 14 days, the payout plans for the follow-
ing year are considered approved by the Commit-
tee.

Additional Options for Prizewinners. Under

1999 Wisconsin Act 9, additional options for
prizewinners were provided. These provisions

10

allow lottery prizes to be used as security for a
loan or assigned to another person.

A lottery prize winner may use a lottery prize
or part of a lottery prize as security for a loan if
authorized by a court order. Any prize winner who
intends to use part or all of a lottery prize as securi-
ty for a loan must petition the circuit court of the
county in which the prize winner resides or the cir-
cuit court of Dane County for a court order con-
firming the use of a lottery prize as security for a
loan.

The court is required to issue an order confirm-
ing the use of a lottery prize as security for a loan
if certain conditions are met. For example, the
prize winner must be represented by independent
legal counsel, a copy of the contract that provides
for using any part of the lottery prize as security
for the loan must be attached to the petition and the
contract executed by the prize winner must provide
that the prize winner has the right to cancel the
contract until midnight of the third business day
after the date on which the prize winner entered
into the contract. Additional conditions relate to
ensuring the payment of claims to, or judgments,
liens, security interests, garnishments, assignments
or attachments against, all or any part of the lottery
prize payments. Finally, requirements are also
specified for the contents of the court order, the
organization making the loan and the administrator
of the lottery.

A second option is that a lottery prize winner,
acting as an "assignor," may make a voluntary as-
signment of a lottery prize or part of a lottery prize
if authorized by a court order. Larger lottery priz-
es associated with the lotto games of Powerball,
Megabucks, MegaMillions, and Monopoly Mil-
lionaires' Club may be paid out in annual install-
ments, usually over a 30-year period, or as a
smaller, one-time payment, depending on the op-
tion chosen by the purchaser. Assignment author-
izes the transfer to another of any property, in
whole or in part, and may be executed for a va-
riety of reasons. Assignment, in the context of
lottery prizes, involves the ability of a prize win-



ner to "sell” or assign his or her right to collect
all or part of future lottery prize payments to a
third party in exchange for a more immediate
payment or other return made by the third party
to the prize winner. Examples of such third par-
ties could include investors, banks or loan com-
panies. Any assignor who intends to voluntarily
assign part or all of a lottery prize to any individ-
ual or organization is required to petition the cir-
cuit court of the county in which the assignor re-
sides or the circuit court of Dane County for a
court order confirming the assignment.

As with using a lottery prize as security for a
loan, the court is required to issue an order con-
firming the assignment if a variety of conditions
are met. Again, the assignor must be represented
by independent legal counsel and the assignor has
the right to cancel the contract until midnight of
the third business day after the date on which the
assignor entered into the contract. Additional re-
quirements are also specified for obtaining the
court order, the contents of the court order, the in-
dividual or organization to whom the lottery
prize is assigned and the administrator of the lot-
tery.

Advertising. The Wisconsin Constitution
prohibits spending public funds or lottery reve-
nues to engage in promotional advertising of the
lottery. Article IV, Section 24(6)(a) of the Con-
stitution states, "The expenditure of public funds
or of revenues derived from lottery operations to
engage in promotional advertising of the Wiscon-
sin state lottery is prohibited.” Statutory provi-
sions repeat this prohibition and define promo-
tional advertising as "advertising which is for the
purpose of inducing persons to purchase lottery
tickets or lottery shares.” This prohibition does
not include advertising designed to provide the
public with the following information: (a) the
fact that the state has a lottery or participates in a
multijurisdictional lottery; (b) the locations
where lottery tickets are sold; (c) the price of lot-
tery tickets; (d) the prizes or prize structure of the
lottery; (e) the type of lottery game and an expla-

nation of how it works; (f) the time, date, and
place of conducting the lottery; (g) the winning
tickets or ticket numbers or the identity of win-
ners and the amounts won; and (h) how the lot-
tery is operated or how the net proceeds of the
lottery are to be used.

Retailers and vendors can engage in promo-
tional advertising of the state lottery; however,
such promotional advertising must indicate that it
is paid for by the retailer or vendor.

The Wisconsin Constitution also specifies
that, "Any advertising of the state lottery shall
indicate the odds of a specific lottery ticket being
selected as a winning ticket for each prize
amount offered." By statute, any lottery advertis-
ing describing a specific game must include: (a)
for games in which the prizes and odds of win-
ning are predetermined, the prize structure, prize
amounts and the odds of a specific ticket being
selected as a winner; and (b) for games in which
the prizes and odds of winning are determined by
the number of participants in the game, an expla-
nation that the prize amounts and odds of win-
ning are determined by the number of partici-
pants in the game, an explanation of the prize
structure and estimates of prize amounts and the
odds of winning each prize amount. This infor-
mation must also be disclosed on lottery tickets.
Finally, any lottery informational material must
state whether prize amounts are paid in install-
ments and the number of years over which such
payments will be made.

The lottery's annual advertising budget totals
$7.5 million. In 2013-14, advertising expendi-
tures totaled $7,483,700.

Taxes and Other Withholdings. Lottery
ticket sales are exempt from state and county
sales taxes; however, lottery winnings may be
taxable as income at both the state and federal
levels. The lottery is statutorily required to with-
hold state income taxes from lottery prizes of
$2,000 or more. Currently, the Lottery deducts
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7.65% of any winnings of $2,000 or more for
state income tax withholding and 25% of any
winnings of more than $5,000 for federal tax
withholding purposes. Statutory provisions also
provide for withholding from certain lottery win-
nings delinquent state taxes, child support,
spousal support, maintenance, family support or
other debts owed the state, and DOR's adminis-
trative expenses associated with withholding and
remitting a debt to a state agency.

Lottery Fund. The lottery fund is a segregat-
ed fund, the net proceeds of which are constitu-
tionally required to be used for property tax re-
lief. Under current law, property tax relief is pro-
vided through a lottery and gaming credit distrib-
uted to owners of primary residences.

Revenues accruing to the lottery fund include:
(@) lottery ticket sales and other miscellaneous
lottery revenue; (b) the net state revenue relating
to charitable bingo; and (c) the interest earnings
of the fund. Lottery fund appropriations are made
for the following purposes: (a) prize payments;
(b) retailer compensation; (c) vendor payments
for major lottery equipment and data processing;
(d) general program operations of the lottery; (e)
gaming law enforcement costs of the Department
of Justice; (f) lottery credit administration costs
of the Department of Revenue; and (g) property
tax relief, including appropriations for the lottery
and gaming credit, lottery and gaming credit
payments relating to late applications, the farm-
land tax relief credit (distributed for tax years
ending on or before December 31, 2009) and the
school levy tax credit (from 2010-11 through
2012-13). Further, a lottery fund reserve is statu-
torily required. Under current law, the Legisla-
ture may not enact any bill directly or indirectly
affecting the lottery fund if the bill would cause
the estimated lottery fund balance on June 30 of
any fiscal year to be less than 2% of the estimat-
ed gross lottery revenues for that year. This 2%
reserve helps to ensure that adequate funds are
available for property tax relief in the event that
lottery sales decline from anticipated levels.
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Limit on Administrative Expenditures. The
amount paid annually for state lottery administra-
tive expenses (including general program opera-
tions and vendor payments for equipment and
data processing) may not exceed 10% of yearly
gross lottery revenues, unless additional expendi-
tures are approved by the Joint Committee on
Finance. Capital expenditures may be amortized
over an extended period for purposes of comply-
ing with the 10% annual limit. Retailer compen-
sation, and monies appropriated from the lottery
fund to the Department of Justice (for criminal
enforcement) are not included as lottery expenses
under the limitation.

Before January 1 of every even-numbered
year, DOR is required to submit a report to the
Legislature on the effects on the operation of the
lottery of the 10% expense limitation. Adminis-
trative expenses, as reported in the Legislative
Audit Bureau’s August, 2014, report, totaled
6.13% of gross revenues in 2011-12 and 6.12%
in 2012-13.

Miscellaneous Provisions. State statutes also
include provisions relating to the enforcement
authority and subpoena power of the Department
of Justice, criminal penalties for violation of lot-
tery laws and rules, required financial audits by
the Legislative Audit Bureau and other required
audits and financial reports regarding the lottery.

Property Tax Relief

The Wisconsin Constitution requires that “the
net proceeds of the state lottery shall be deposited
in the treasury of the state, to be used for proper-
ty tax relief for residents of this state as provided
by law." A particular method to accomplish this
directive is not specified. Since the creation of
the lottery, the Legislature has appropriated lot-
tery funds for four property tax relief programs.
In addition, a gubernatorial veto resulted in the
transfer of lottery funds to the general fund in
1991-92. One program, the lottery property tax
credit, was restructured under 1997 Wisconsin



Act 27 to address a state Supreme Court ruling
described below. The credit was restructured
again in the 1999 legislative session to address an
April, 1999, constitutional amendment, also dis-
cussed below. These uses of lottery proceeds
from 1988-89 through 2014-15 are shown in Ta-
ble 3 and are described below.

Lottery Property Tax Credit. Although
there have been other uses of lottery proceeds,
this credit has been the most significant use of
these funds. For the years 1991-92 through 1995-
96, the lottery credit provided direct property tax
relief in the form of a state credit on property tax

Table 3: Lottery Property Tax Relief Payments

bills for primary home owners. However, on Oc-
tober 29, 1996, a Dane County Circuit Court
ruled (Wisconsin Out-of-State Landowners Asso-
ciation, Inc., et al. v. Wisconsin Department of
Revenue, et al.) that the state's lottery tax credit
provisions were unconstitutional because they
violated the uniformity clause of the state Consti-
tution, which requires that all classes of property
be taxed in a uniform manner. The lottery tax
credit benefited only the owners of principal res-
idential dwellings. (The credit was determined by
multiplying the local school tax rate by the esti-
mated fair market value, but not exceeding a
credit base established under law, of every parcel

General Farmland District Transfer to Lottery
Equalization Tax Relief  Attorney General Property School Levy

Fiscal Year School Aids Credit Salaries Fund Tax Credit ~ Tax Credit Totals

1988-89 $69,358,500 $0 $0 $0 $0 $0  $69,358,500
1989-90 66,748,300 17,997,600 3,156,900 0 0 0 87,902,800
1990-91 0 14,745300 10,276,200 0 0 0 25,021,500
1991-92 0 14,717,800 0 54,054,800 167,890,500 0 236,663,100
1992-93 0 15,410,300 0 0 185,021,400 0 200,431,700
1993-94 0 15,865,900 0 0 153,916,600 0 169,782,500
1994-95 0 15,547,600 0 0 136,881,800 0 152,429,400
1995-96 0 15,141,300 0 0 156,778,000 0 171,919,300
1996-97 0 12,939,200 0 0 975,700 0 13,914,900
1997-98 0 11,118,700 0 0 205,777,200 0 216,895,900
1998-99 0 11,218,200 0 0 142,682,300 0 153,900,500
1999-00 0 0 0 0 216,255,200 0 216,255,200
2000-01 0 11,748,000 0 0 90,009,300 0 101,757,300
2001-02 0 13,744,600 0 0 105,248,700 0 118,993,300
2002-03 0 23,516,900 0 0 106,048,100 0 129,565,000
2003-04 0 13,252,400 0 0 118,351,000 0 131,603,400
2004-05 0 11,694,600 0 0 131,703,000 0 143,397,600
2005-06 0 13,469,000 0 0 119,827,100 0 133,296,100
2006-07 0 15,391,000 0 0 144,591,700 0 159,982,700
2007-08 0 16,900,000 0 0 129,601,600 0 146,501,600
2008-09 0 14,570,800 0 0 117,796,900 0 132,367,700
2009-10 0 14,330,700 0 0 112,785,800 0 127,116,500
2010-11 0 885,400 0 0 129,129,600 14,850,000 144,865,000
2011-12 0 89,900 0 0 135,009,400 14,850,000 149,949,300
2012-13 0 28,600 0 0 141,021,700 14,850,000 155,900,300
2013-14 0 6,700 0 0 168,365,800 0 168,372,500
2014-15* 0 200 0 0__ 170,236,300 0 _ 170,236,500
Totals $136,106,800 $294,330,700 $13,433,100 $54,054,800 $3,285,904,700 $44,550,000 $3,828,380,100

*Estimated
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of taxable property on which a principal dwelling
was located and for which a claim for the credit
was made by its owner.)

The lottery tax credit was not applied to 1996
tax bills and the funds available for 1996(97) lot-
tery property tax relief ($125.2 million plus a 2%
reserve) remained in the lottery fund. (The
$975,700 in property tax relief expenditures
made in 1996-97, related to prior year adjust-
ments and credit administration costs.) Under
1997 Wisconsin Act 27, a new lottery credit dis-
tribution mechanism was provided that extended
lottery credits to all taxable properties (by multi-
plying the local school tax rate by the estimated
fair market value of the property, but not exceed-
ing a credit base established under law). Under
this distribution mechanism, lottery property tax
credits totaled $205.8 million in 1997-98 and
$142.7 million in 1998-99.

On April 6, 1999, state voters approved
(648,903 to 105,976) an amendment to the Wis-
consin Constitution relating to the use and distri-
bution of gaming proceeds. The amendment re-
quired that state revenues from the lottery, pari-
mutuel wagering activities and charitable bingo,
including interest earnings, be used for property
tax relief, with the exception of funds used for
lottery operations and the regulation and en-
forcement of these gambling activities. The
amendment also specified that the distribution of
monies for property tax relief may not be based
on the recipient's age or income and is not subject
to the rules of uniform taxation required under
Article VIII, Section 1, of the Wisconsin Consti-
tution.

Under 1999 Wisconsin Act 5, a number of
provisions relating to the administration and use
of gambling revenues, including provisions relat-
ing to the lottery property tax credit, were enact-
ed to reflect these new Constitutional require-
ments. The lottery credit was renamed the lottery
and gaming credit and now applies only to prop-
erty used as the owner's principal dwelling. Act 5
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also provided for lottery gaming and credit certi-
fication payments to reimburse counties and cit-
ies in 1999-00 for certifying principal dwellings
(at a rate of $0.70 for each certification) that
would qualify an owner for the lottery and gam-
ing credit. These reimbursements totaled
$889,900 in 1999-00. The certification reim-
bursement was authorized to be made in 1999-00
and every fifth year thereafter. (However, the re-
imbursement provision was repealed under 2003
Wisconsin Act 33, the 2003-05 biennial budget
act.) In addition, Act 5 created and amended ap-
propriations to effectuate the new constitutional
requirements for state gaming revenue to be used
for property tax relief. These provisions direct
that available pari-mutuel- and bingo-related rev-
enue, including interest earnings, be transferred
to the lottery fund.

In addition to these Act 5 provisions relating
to the lottery and gaming credit, 1999 Wisconsin
Act 9 appropriated general fund revenue for vari-
ous lottery operating expenses and for the farm-
land tax relief credit to effectuate a larger distri-
bution under the lottery and gaming credit. Under
these provisions, the credit in 1999-00 increased
to $216.3 million. In 2000-01, lottery expenses
were once again funded from the segregated lot-
tery fund. This change, along with a significantly
lower opening balance and smaller net proceeds
in 2000-01 than in 1999-00, resulted in a smaller
lottery and gaming credit (totaling $90.0 million).

From 2000-01 to 2013-14, the amount availa-
ble for lottery property tax credits has generally
increased over time, reflecting lottery sales
growth in most years. Lottery sales increased
from $401.2 million in 2000-01 to $509.1 million
in 2005-06. Beginning in 2006-07, lottery sales
decreased and sales growth was stagnant through
2010-11, reflecting the national economic down-
turn. As a result, amounts available for the lottery
and gaming credit were reduced. In 2011-12, lot-
tery sales recovered and were higher in each suc-
cessive year, through 2013-14. Improved lottery
sales were reflected in the amounts available for



distribution through the lottery and gaming cred-
it. With total lottery sales of $547.6 million in
2011-12, the amount distributed for the lottery
and gaming credit totaled $141.0 million in 2012-
13. Sales continued to grow, with year-end sales
of $566.1 million in 2012-13 and $568.8 million
in 2013-14. The amount distributed for the lottery
and gaming credit in 2013-14 was based on the
previous year’s estimate, determined through the
annual October certification of the lottery and
gaming credit, and totaled $168.4 million. Due to
greater than anticipated ticket sales in 2013-14,
surplus lottery funds will carry over to 2014-15
and be distributed through the lottery and gaming
credit in that year.

[For additional information, including a dis-
cussion of the calculation of the lottery and gam-
ing credit, see the Legislative Fiscal Bureau's in-
formational paper entitled "State Property Tax
Credits."]

Farmland Tax Relief Credit. The farmland
tax relief credit was created in the 1989-91 budg-
et and was ended under 2009 Wisconsin Act 28,
effective with tax year 2010. Expenditures con-
tinue to occur due to amended prior tax year
claims. These amended claims can continue to be
filed for up to four years from the date on which
the tax return was originally supposed to be
claimed. Amended return refund claims for tax
year 2009, the final year of the credit, must be
filed by April 15, 2014. In 2014-15, the Depart-
ment has budgeted $200 for amended returns for
the credit.

School Levy Tax Credit. Under 2009 Act 28,
beginning in 2010-11, $14,850,000 annually in
lottery and gaming funds was provided to make
school levy tax credit payments. Prior to Act 28,
this funding was used to make farmland tax relief
credit payments to eligible landowners. The
state's Constitution limits the use of net lottery
and gaming funds to property tax relief for state
residents. However, since school levy credits
were paid to all local property taxpayers, includ-

ing nonresidents, Act 28 required DOR to prom-
ulgate administrative rules to make certain that
payments from the lottery and gaming fund ap-
propriation would be used exclusively for school
levy tax credits granted to state residents. [For
additional information and a more detailed dis-
cussion of the school levy tax credit, see the Leg-
islative Fiscal Bureau's informational paper enti-
tled "State Property Tax Credits."]

Under 2013 Act 20, the statutory provision
providing lottery funding for the school levy tax
credit was eliminated. The school levy tax credit
is now funded only from the general fund. Total
funding for the school levy credit in 2014-15 is
$747,400,000, funded from a sum sufficient,
general fund appropriation.

General Equalization School Aids. The first
use of lottery proceeds was to offset general pur-
pose revenue (GPR) funding for general equali-
zation school aids. The lottery fund expenditures
were part of the state aid payments made to local
school districts. Funds were expended for this
purpose in both 1988-89 and 1989-90.

District Attorney Salaries. District attorneys,
and their deputies and assistants, who had for-
merly been county employees, became state em-
ployees on January 1, 1990. During 1989-90 and
1990-91, lottery proceeds were used to fund the
salaries and fringe benefits of these employees.

Transfer to the General Fund. As partially
vetoed, 1991 Wisconsin Act 39 would have
transferred $83.2 million from the lottery fund to
the general fund in 1991-92. In his veto message,
the Governor directed the Secretary of DOA to
use these revenues to partially fund an increase in
the 1991-92 school aids appropriation. No mech-
anism existed, however, by which these monies
could be specifically earmarked within the gen-
eral fund for school aids. In a May 4, 1992, Dane
County Circuit Court ruling (Branshaw, et al. v.
Wisconsin Department of Administration), the
Court determined that the use of lottery proceeds
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for general equalization school aids violates the
constitutional requirement that lottery revenues
be used for property tax relief. (The Court found
that using lottery funds for school aids, which the
court viewed as a traditional state program, did
not provide property tax relief that was "separate,
different and extra" as intended by the voters in
approving the lottery constitutional amendment.)
Prior to the decision, $54.1 million of the $83.2
million had already been transferred from the lot-

Table 4: Lottery Fund Condition

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
Miscellaneous Expenditures
Total Expenditures

Net Proceeds

Interest Earnings

Gaming-Related Revenue

Total Available for Tax Relief *
Appropriations for Tax Relief

Lottery and Gaming Credit

School Levy Tax Credit (Lottery Fund)

Late Lottery and Gaming Credit Applications
Farmland Tax Relief Credit (Late Payments)
Total Appropriations for Tax Relief

Gross Closing Balance

Reserve (2% of Gross Revenues)

Change in Encumbrance Balance

Net Closing Balance

tery fund to the general fund. The Court's deci-
sion prevented the transfer of the remaining
$29.1 million.

Current Fund Condition

Table 4 shows the lottery fund condition for
the years 2013-14 (actual) and 2014-15 (estimat-
ed), including revenues, expenditures and the ap-
propriations from the lottery fund for property

2013-14 2014-15
$33,099,100 $23,564,400**
$568,837,400 $573,988,300
48,600 65,400
$568,886,000 $574,053,700
$336,701,100 $340,741,700
38,444,000 40,001,800
13,422,700 12,829,300
20,812,500 21,653,600
389,400 389,500
187,200 281,800
0 125,300
500 0
$409,957,400 $416,023,000
$158,928,600 $158,030,700
$68,200 $79,300
$43,300 $43,300
$192,139,200 $181,717,700
$168,198,700 $170,069,200
0 0
167,100 167,200
6,700 200
$168,372,500 $170,236,600
$23,766,700 $11,481,100
$11,377,700 $11,481,100
$202,300 $0
$12,591,300 $0

*Opening balance, net proceeds, interest earnings, and gaming-related revenue.
**The 2014-15 opening balance is decreased by $202,300 due to the change in encumbrance balance.
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tax relief.

Charitable Gaming

Background

In 1973 and 1977, constitutional amendments
were passed that authorized the Legislature to
provide for the conduct of charitable bingo and
raffles, respectively. Prior to October 1, 1992, the
statutes related to these forms of gambling were
administered by the Bingo Control Board, at-
tached to the Department of Regulation and Li-
censing (now the Department of Safety and Pro-
fessional Services). At that time, this responsibil-
ity was transferred to the Gaming Commission.
On July 1, 1996, these functions were transferred
to the Gaming Board and, on October 14, 1997,
were transferred to the Division of Gaming in
DOA.

Within the Division of Gaming, these func-
tions are performed by the Office of Charitable
Gaming. This Office advises DOA on policy and
rule making related to bingo and raffles and ad-
ministers the legal requirements for the conduct
of these games.

The Office of Charitable Gaming is provided
the following funding and position authority in
2014-15: (a) $311,900 and 3.2 positions for bin-
go regulation; and (b) $259,200 and 2.9 positions
for raffle regulation.

The Wisconsin Constitution now requires that
state revenues from the lottery and charitable
bingo, including interest earnings, be used for
property tax relief, with the exception of funds
used for lottery operations and the regulation and
enforcement of charitable bingo activities. In
2013-14, $43,200 in available bingo revenue, in-
cluding interest earnings, was transferred to the
lottery fund.

General Provisions of Charitable Gaming

Bingo and raffle licenses may be granted to
any bona fide local religious, charitable, service,
fraternal or veteran's organization and to any or-
ganization to which contributions are deductible
for state and federal income tax purposes. Li-
cense fees are deposited in separate DOA general
operations appropriations for regulation of bingo
and raffles.

A bingo license may only be granted to an
organization that has been in existence for the
three years preceding its license application. A
$10 fee is required for each bingo occasion (a
bingo playing session) and a $5 annual fee is re-
quired to register the designated member of an
organization responsible for the proper utilization
of gross receipts. A bingo suppliers license fee is
$25; in addition, a supplementary suppliers fee
ranging from $10 to $1,000 is charged on a slid-
ing scale basis, depending upon annual gross
sales of bingo supplies during the preceding year.
In 2013-14, there were 429 licenses issued to or-
ganizations and bingo license fees generated
$128,300.

In addition, an occupational tax is imposed on
the annual gross receipts of licensed bingo organ-
izations. The tax rate is 1% on the first $30,000
in gross receipts and 2% on gross receipts in ex-
cess of $30,000. In 2013-14, the bingo gross re-
ceipts tax totaled $221,200. These revenues are
deposited in the general operations appropriation
for bingo regulation.

Progressive jackpot bingo games are author-
ized under Wisconsin law. Progressive jackpot
bingo is a series of bingo games in which the
prize is carried over to the succeeding game if no
player wins a game within a specified number of
calls. The starting prize for progressive jackpot
bingo must be either 50% of the card sales for the
first game or an amount specified before the start
of play, not to exceed $500. For each succeeding
game of progressive jackpot bingo, the prize
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must be 50% of the card sales for that game plus
the prize amount from the preceding game.

For regular bingo (that is, non-progressive
jackpot games), the maximum prize in a single
bingo game is $500 and the maximum aggregate
value of prizes for any bingo occasion is $2,500.

To qualify for a raffle license, an organization
must have been in existence for one year imme-
diately preceding its license application or show
that it is chartered by a national organization that
has existed for at least three years. The annual
raffle license fee is $25, which allows an organi-
zation to conduct a maximum of 200 raffles and
one calendar raffle annually. (A calendar raffle
involves drawing and awarding a prize on each
date specified in a calendar.) Two license types
are available, a Class A raffle license for the con-
duct of raffles in which at least some tickets are
sold on days other than the day of the drawing
and a Class B raffle license for the conduct of
raffles in which all tickets are sold on the same
day as the drawing. In 2013-14, there were
10,005 raffle licenses issued to organizations and
raffle license fees generated $250,200 (used by
the Office of Charitable Gaming for the regula-
tion of raffles).

The Office's responsibilities regarding chari-
table gaming include: (a) rule-making relating to
the conduct of bingo and raffles; (b) licensing of
bingo organizations and persons distributing sup-
plies or equipment to a licensed bingo organiza-
tion; (c) licensing raffle organizations; (d) admin-
istering proceedings relating to the suspension
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and revocation of licenses; and (e) receiving re-
quired semi-annual reports from bingo licensees
and required annual financial reports from raffle
licensees.

Regulation of Crane Games

Prior to 2013 Act 20, crane games were regu-
lated by the state. Under state statute, a crane
game was defined as an amusement device in-
volving skill that may reward a player exclusive-
ly with merchandise contained within the device.
This merchandise was limited to prizes, toys and
novelties, each having a wholesale value not
more than seven times the cost charged to play
the device once or $5, whichever is less. A crane
game could not be operated unless an owner reg-
istered with the state. In addition, an identifica-
tion number was required to be affixed to each
registered game.

Although crane games are not operated by
charitable organizations, this form of gaming was
overseen by the Office of Charitable Gaming.
The Office registered owners and issued the re-
quired identification numbers. The registration
fee was $120 per machine. The registration re-
mained in effect until canceled by DOA, with the
advice and consent of the Department of Justice,
or withdrawn by the registered owner. Revenues
from these fees in the final year of crane game
regulation totaled $6,000 in 2012-13 (used by the
Division of Gaming for the regulation of crane
games) and 50 new registration permits were is-
sued. Beginning in 2013-14, crane games are no
longer regulated by the state.



APPENDIX

Pari-Mutuel Wagering and Racing in Wisconsin,
Constitutional and Statutory Provisions, and History

Overview

Greyhound racing in Wisconsin operated over
a 20-year period, from 1990 through 2009. Four
racetracks opened in 1990, and a fifth track in
1991. The first of these racetracks closed in 1993
and, over time, the remaining tracks ceased oper-
ation, the last in 2009. While no tracks currently
operate in Wisconsin, pari-mutuel wagering and
racing could, in the future, be authorized utilizing
current statutory provisions. Therefore, this sec-
tion describes the constitutional provision author-
izing pari-mutuel on-track wagering in Wiscon-
sin and the unique characteristics of pari-mutuel
betting. In addition, the current-law statutory
provisions governing this form of gambling in
Wisconsin are summarized. Finally, historical
data relating to racing and pari-mutuel wagering
at Wisconsin racetracks is presented.

Constitutional Provision

Authorization of pari-mutuel on-track wager-
ing in Wisconsin required the adoption of a con-
stitutional amendment creating an exception to
the gambling prohibition. This amendment re-
ceived voter approval on April 7, 1987, by a vote
of 580,089 (52%) to 529,729 (48%).

This amendment specifies that the Wisconsin
Constitution's general gambling prohibition
"shall not prohibit pari-mutuel on-track betting as
provided by law." It also prohibits the state from
owning or operating a pari-mutuel betting enter-
prise or facility and from leasing state-owned
land for the purpose of conducting pari-mutuel
betting.

Pari-Mutuel Wagering

The term "pari-mutuel” does not refer specifi-
cally to racetrack betting or to any particular
game or event upon which a bet is made. Rather,
it describes a method by which the payout of a
wager is determined. Under a pari-mutuel betting
system, bettors wager against each other rather
than against "the house™ as in casino betting. For
example, in pari-mutuel greyhound race wager-
ing, the individual bets are pooled and payouts
are determined based on the proportion of wagers
placed on individual dogs. A winning dog on
which very little was bet would pay out at more
favorable odds than a dog that was heavily bet
upon.

Because bettors wager among themselves in a
pari-mutuel gambling system, the racetrack or-
ganization has no wagering interest in the out-
come of any race. Rather than earning gambling
revenue, as do casinos, racetracks retain a fixed
percentage of each bet, and also earn admission
and concession income. The state receives reve-
nue from pari-mutuel wagering primarily through
taxes on bets, unclaimed prizes and various fees.

Statutory Provisions

Although the constitutional amendment au-
thorized the legalization of pari-mutuel betting,
enabling legislation was needed to implement the
constitutional change. The following sections
outline the major provisions of the state racing
statutes.

Racing Governance. The Division of Gam-

ing in the Department of Administration coordi-
nates and regulates activities and promulgates
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rules relating to racing and pari-mutuel wagering.
Under prior law, the Wisconsin Gaming Board
governed racing and pari-mutuel wagering, chari-
table gaming and the state's regulatory responsi-
bilities under the Indian gaming compacts. Under
1997 Wisconsin Act 27, the Board was eliminat-
ed and its functions transferred to a newly-
created Division of Gaming in DOA.

In addition to dog and horse racing, DOA
may authorize on-track pari-mutuel wagering on
snowmobile racing that does not conflict with
animal racing. If the Department authorizes on-
track pari-mutuel wagering on snowmobile rac-
ing, the Department is required to regulate the
pari-mutuel wagering and to promulgate rules for
its administration. On-track pari-mutuel wagering
on snowmobile racing has never been approved
in Wisconsin.

In general, the provisions described below
apply to wagering on dog and horse races and the
regulation of races where such wagering is au-
thorized.

Licenses and License Fees. The Division of
Gaming may issue licenses for the following ac-
tivities:

1. The ownership and operation of a race-
track at which pari-mutuel wagering is conduct-
ed.

2. The sponsorship and management of rac-
ing on which pari-mutuel wagering is conducted,
other than at fairs.

3. The sponsorship and management of
horse racing on which pari-mutuel wagering is
conducted and which is located at a fair held by a
county, county agricultural society, association,
or board.

4. Engaging in certain racing-related occu-
pations. Licensed occupations must include, but
are not limited to: (a) occupations of participants
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in horse racing, including horse owners or les-
sees, trainers and their assistants, jockeys, driv-
ers, exercise riders and grooms; (b) occupations
of participants in dog racing, including dog own-
ers or lessees, trainers and their assistants, kennel
masters and kennel helpers; and (c) veterinarians,
race officials and personnel; pari-mutuel person-
nel; security personnel and persons holding con-
tracts to provide goods and services to licensees.
Persons serving under contract with DOA are
also subject to conflict of interest provisions.

The statutes prohibit engaging in the activities
outlined above without a valid license issued by
DOA. The Department may suspend or revoke
licenses and impose forfeitures for any violation
of racing law or rules. A license may be denied if
the applicant has not made required payments,
has violated certain laws, is delinquent in making
court-ordered payments of child or family sup-
port, maintenance, birth expenses, medical ex-
penses or other expenses related to the support of
a child or former spouse or is liable for delin-
quent taxes.

License to Own and Operate a Racetrack.
In deciding whether to issue a license to own and
operate a racetrack that is not at a fair, DOA must
consider the competitive effects on other licen-
sees. In general, this license may include horse
racing, dog racing, or both. Prior to issuing a li-
cense, DOA must hold at least one public hear-
ing. In addition, an initial license application
must be accompanied by a resolution supporting
the application that has been adopted, after a pub-
lic hearing, by the municipality where the track
would be located.

The Department must determine that the fol-
lowing conditions are met before it may issue this
license: (a) at least 51% of the ownership interest
in the track is held by state residents; (b) the li-
cense will not adversely affect the public health,
welfare and safety; (c) the racetrack will be oper-
ated in accordance with applicable laws; and (d)
the applicant is qualified and financially able to



operate a racetrack.

For each location, the initial license is valid
for five years; subsequent licenses must be re-
newed annually.

Licenses to Sponsor and Manage Racing. A
license to sponsor and manage racing, other than
at fairs, may include horse racing, dog racing, or
both. The license application must be accompa-
nied by a bond sufficient to guarantee the pay-
ment of fees, taxes and other moneys due, includ-
ing payments to winning bettors and the payment
of purses to the owners of winning animals. In
issuing a license, DOA must hold at least one
public hearing and must determine that: (a) the
license will not adversely affect the public health,
welfare and safety; (b) the applicant will conduct
races in accordance with applicable laws; and (c)
the license will not create competition that will
adversely affect other licensees.

Only horse racing may be conducted at coun-
ty fairs and requires a separate license. The bond-
ing and public hearing requirements also apply in
issuing a license to sponsor and manage racing at
a fair; further, the issuance of such a license is
subject to county board approval. This license
may allow for racing on days on which the fair is
held and for two additional periods not to exceed
five days each. Either or both of the additional

Table 5: Ownership and Management Fees

periods may be consecutive with the days of the
fair. In assigning these race dates, DOA must
consider the competitive effects on other licen-
sees.

A license to sponsor and manage racing (in-
cluding fairs) must be renewed annually. The
statutes prohibit a person from holding more than
one license to own and operate a racetrack and
one license to sponsor and manage racing (in-
cluding fairs). If the applicant is a corporation,
association, limited liability company or partner-
ship, DOA must determine whether the applicant
Is the same "person" as another licensee in apply-
ing this restriction. Applications for licenses to
own and operate a racetrack or to sponsor and
manage races must include a statement setting
forth the assets and liabilities of the applicant.

In addition to the qualifications outlined
above, the statutes specify a number of criminal
record restrictions for all licensees and require
DOA to establish further qualifications and fees
by rule. The statutes also specify the conditions
under which a license may be suspended or re-
voked. License applicants are subject to back-
ground investigations, conducted with the assis-
tance of the Department of Justice. DOA must
establish, by rule, fees for such background in-
vestigations. Table 5 shows the fees relating to
the ownership and operation of a racetrack or the
sponsorship or management of racing.

$25,000  Application fee for a license to own and operate a racetrack (Renewal $14,500)
25,000  Application fee for a license to sponsor and manage racing (Renewal: $1,500)
45,000  Application fee for a joint license to own and operate a racetrack and to sponsor and manage racing
10,000  Background investigation fee for a license to own and operate a racetrack or to sponsor and manage
racing (applicant pays the fee shown or actual costs, whichever is greater)
15,000  Background investigation fee for a joint license to own and operate a racetrack and to sponsor and
manage racing (applicant pays the fee shown or actual costs, whichever is greater)
100,000  Original issuance fee for a license to own and operate a racetrack (per location)
50,000  Annual renewal fee for a license to own and operate a racetrack
$125/per- Performance fee for a license to sponsor
formance and manage racing
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The Department may adopt, by rule, conflict
of interest provisions for licensees, and has done
so in the past. For example, if an applicant ap-
plies for multiple licenses that would result in the
appearance of a conflict of interest, one or all li-
censes may be suspended or denied. In addition,
at least 85% of the employees of a licensee, or of
a person providing services to a licensee under
contract, who work at a racetrack must have been
residents of Wisconsin for at least one year im-
mediately prior to their employment at the track.

Racing Officials. Other than at fairs, the pari-
mutuel statutes require that three stewards pre-
side over licensed races. At least two of the stew-
ards must be employed by, or serving under con-
tract with, DOA. Other stewards may be em-
ployed by the licensee; however, all stewards are
subject to criminal record restrictions and must
be approved by DOA. Stewards must ensure that
all races are run in accordance with DOA rules,
certify official race results, settle disputes regard-
ing races and perform other duties assigned by
the Department. Stewards may impose sanctions
(license suspensions and forfeitures) on occupa-
tional licensees who engage in conduct that ad-
versely affects the integrity of racing or who vio-
late pari-mutuel laws or rules. Licensees who
have received steward sanctions can appeal the
decision to DOA.

For races held at county fairs, DOA must
specify the requirements for stewards, by rule. In
addition, DOA must adopt rules relating to other
racing officials, fees for services by racing offi-
cials employed by, or serving under contract
with, the Department and the qualifications of all
racing officials.

Minors. No person under the age of 18 years
may be admitted to a licensed racetrack unless
accompanied by an adult parent, grandparent,
great-grandparent, guardian or spouse or by an-
other adult with the written consent of the mi-
nor's parent or guardian. Although permitted at a
racetrack under these conditions, minors are pro-
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hibited from making wagers and receiving pay-
outs on wagers. Licensees are expressly prohibit-
ed from knowingly accepting wagers from, and
making payouts to, minors. Persons under the age
of 16 years may not be employed at a licensed
racetrack, other than at fairs. At fairs, this re-
striction applies only to employment in pari-
mutuel wagering activities.

Income Tax. Winnings from pari-mutuel wa-
gers are subject to the state income tax. The
holder of the sponsorship and management li-
cense at a racetrack must withhold state taxes
from payments on winning wagers, if the win-
nings exceed $1,000.

Simulcasting and Intertrack \Wagering.
Simulcasting refers to conducting wagering at a
Wisconsin-licensed racetrack on horse and dog
races that are broadcast from a racetrack in an-
other state. State licensees are also permitted to
simulcast their races to any legal, out-of-state
wagering entity. Intertrack wagering refers to
wagering at Wisconsin racetracks on races con-
ducted at other Wisconsin racetracks.

Under 1995 Wisconsin Act 27, each Wiscon-
sin racetrack may simulcast, with state approval,
any number of out-of-state races. (Previously, no
more than nine out-of-state races annually could
be simulcast at each racetrack). In addition, Act
27 stipulated that where a racetrack engages in
simulcasting wagering, the following conditions
must be met: (a) for venues at which $25,000,000
or more was wagered during the preceding cal-
endar year, at least 250 live race performances
must have been conducted during that year; and
(b) for venues at which less than $25,000,000
was wagered, at least 200 live race performances
must have been conducted.

Prior to July 26, 2003, simulcast and inter-
track wagering could be conducted only as an
adjunct to live race wagering and could not be
conducted in a manner that would supplant live
race wagering. Further, simulcast and intertrack



wagering could not be the primary source of rev-
enue at a racetrack. Under 2003 Wisconsin Act
33, the simulcast racing wagering revenue limita-
tion provisions were temporarily repealed (alt-
hough certain statutory provisions relating to in-
tertrack wagering licenses retained the wagering
revenue limitations). The suspension of the pro-
visions began on July 26, 2003, and were to con-
tinue until January 1, 2007, when the limitations
on simulcast wagering would have again become
effective. However, under 2005 Wisconsin Act
245, the wagering revenue limitation provisions
for both simulcast and intertrack wagering were
permanently repealed.

Provisions described below regarding take-
out, the pari-mutuel tax, and a 0.75% allocation
for special programs apply to simulcast and inter-
track wagering. In addition, under a policy
adopted by the Gaming Commission, effective
January 1, 1996, simulcast horse race wagers are
taxed at the pari-mutuel tax rate schedule appli-
cable to horse racing. Prior to January 1, 1996,
simulcast horse race wagers were taxed at the
dog race pari-mutuel rates. Under the pari-mutuel
tax rate schedule applicable to horse racing, no
pari-mutuel tax is collected on the first $50.0 mil-
lion in simulcast wagers on horse races at each
dog track.

Alcoholic Beverages. Notwithstanding exist-
ing license quotas, municipalities are authorized
to issue licenses for the sale of intoxicating bev-
erages at racetracks. Persons under the legal
drinking age may be on racetrack premises, even
if alcoholic beverages are sold.

Medication and the Humane Treatment of
Animals. Numerous provisions govern the hu-
mane treatment of animals, including the medica-
tion of or tampering with race animals, the ad-
ministration of foreign substances, testing for
medication or a foreign substance, prohibiting the
use of live lures in training race dogs and govern-
ing the humane killing of race dogs.

The Department of Administration must adopt
rules governing the administration of medication
and foreign substances to animals at racetracks.
The general requirements are that no medication
or foreign substance may be administered to an
animal within 48 hours of its entry into a race and
no animal participating in a race may carry any
medication or foreign substance in its body.
However, certain exceptions have been made to
these provisions. The Department of Administra-
tion may permit specified levels of procaine and
its metabolites, sulfa drugs and their metabolites,
and polyethylene glycol to be present in a race
animal's body if the substance entered the body
through the food chain. The Department of Ad-
ministration may also allow any other medication
or foreign substance that may enter the animal'’s
body through the food chain that the Department
determines will not affect the integrity of a race
or be relevant to the wagering public if the medi-
cation or foreign substance is present in the ani-
mal.

The owner, or the agent or employee of the
owner, of a race animal must permit race officials
to test race animals for medication or foreign
substances. At least one animal per race must be
tested to determine whether medication or for-
eign substance violations have occurred. The De-
partment may establish and charge fees for this
testing.

Miscellaneous Provisions. Pari-mutuel bet-
ting and racing statutes also include criminal
penalties for violations of pari-mutuel laws and
rules, provisions relating to the enforcement au-
thority of the Department of Justice and audit and
reporting requirements.

Allocations of Amounts Wagered. The
amounts wagered at racetracks are subject to a
variety of statutory provisions, as follows:

1. Take-Out. For straight pools (wagers on
a single animal in a single race), licensees are
required to take out a minimum of 17% of the
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total amount wagered (and up to 20% with DOA
approval); the remainder, minus breakage (the
rounding down of payouts to the nearest $0.10),
must be paid to winning bettors. The take-out for
multiple pools (wagers involving more than one
animal) is a minimum of 23% (or up to 25% with
DOA approval). These provisions apply to both
horse and dog racing.

2. Purses. For horse races, at least 8% of
the total amount wagered must be used for purs-
es; dog race purses must equal at least 4.5% of
the total amount wagered. Purses, which are paid
to the animal owners, must be paid from the li-
censee's take-out.

3. Pari-Mutuel Tax. During its operation,
the most significant source of state revenue from
pari-mutuel wagering was the pari-mutuel tax.
The tax is calculated as a percentage of the total
amount bet (the "handle™), and licensees must
pay the tax from each day's take-out, under a
sliding rate scale. The rates for both horse and
dog racing are summarized in Table 6. All reve-
nues from the pari-mutuel tax are credited to ap-
propriations for the general program operations
of DOA (for racing regulation) and DOJ (for rac-
ing law enforcement). No revenue was collected
beginning in 2010-11. The Division does not an-

Table 6: Pari-Mutuel Tax Rates for Horse and
Dog Racing

Tax as Percent
of Total Wager

Amount Wagered on all Previous
Race Days During Calendar Year

Horse Racing

$50 million or less 0.00%
$50 million to $100 million 1.00
$100 million to $150 million 2.00
More than $150 million 3.00
Dog Racing

$25 million or less 2.00%
$25 million to $100 million 2.67
$100 million to $150 million 4.67
$150 million to $200 million 6.67
$200 million to $250 million 7.67
More than $250 million 8.67
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ticipate any future developments or openings of
racetracks in Wisconsin.

4.  Allocation for Special Programs. In
addition to the pari-mutuel tax, licensees must
remit to DOA 0.75% of the total amount wagered
within 48 hours of each race day. These revenues
are credited to appropriations for the general pro-
gram operations of DOA (for racing regulation)
and DOJ (for racing law enforcement).

5. Breakage. Winning bets are calculated
by rounding down to the nearest $0.10. The re-
mainder above the $.10 is termed the "breakage.”
For example, a winning ticket on a race may be
computed exactly at $5.87. The bettor would be
paid $5.80 and the remaining $0.07 is the break-
age. Licensees are permitted to retain 100% of
the breakage. (Prior to July 29, 1995, 50% of the
breakage was provided to the state.)

6. Unclaimed Winnings. Winnings on a
race that are not claimed within 90 days of the
end of a racing year are divided equally between
the state and licensee. The state portion is credit-
ed to appropriations for the general program op-
erations of DOA (for racing regulation) and DOJ
(for racing law enforcement). [Prior to July 1,
2001, all unclaimed winnings were credited to
these appropriations.]

Allocation of Amounts Wagered at Fairs.
Licensees must take out 20% from all amounts
wagered on horse races held at county fairs; the
remainder, minus breakage, must be paid to win-
ning bettors. From the take-out, licensees must
allocate 8% of the amount wagered for the pay-
ment of purses. After the deduction of purses,
licensees may retain an amount equal to the costs
of conducting racing and pari-mutuel wagering
and 50% of the remainder. The other 50% of the
remaining take-out must be deposited with DOA
to be credited to appropriations for the general
program operations of DOA (for racing regula-
tion) and DOJ (for racing law enforcement). The
licensee may also retain the total breakage for



each race day.

Admissions Tax; Local Taxes. On each race
day when an admissions fee is charged, racetrack
owners and operators are required to collect an
admissions tax of $0.50 per person. The tax in-
cludes persons entering the racetrack on free
passes or complimentary tickets. Funds from the
admissions tax are to be divided equally between
the county and the municipality in which the
racetrack is located to defray the costs of law en-
forcement, traffic control and other municipal
expenditures incidental to the conduct of racing.

Counties and municipalities are prohibited
from levying or collecting any tax, fee or assess-
ment on pari-mutuel betting or on any admission
to a racetrack.

Transfers to the Lottery Fund. On April 6,
1999, state voters approved an amendment to the
Wisconsin Constitution relating to the use and
distribution of gaming proceeds. The amendment
requires that state revenues from the lottery, pari-
mutuel wagering activities and charitable bingo,
including interest earnings, be used for property
tax relief, with the exception of funds used for
lottery operations and the regulation and en-
forcement of these gambling activities. Under
1999 Wisconsin Act 5, a number of provisions
relating to the administration and use of gam-
bling revenues were enacted to reflect these new
constitutional requirements. The lottery credit
was renamed the lottery and gaming credit and
now applies only to property used as the owner's
principal dwelling. In addition, Act 5 created and
amended appropriations to effectuate the consti-
tutional requirements for state gaming revenue to
be used for property tax relief.

As noted above, DOA received revenue from
a number of racing-related sources. These
amounts, less the amounts provided to a DOJ ap-
propriation account for racing law enforcement
responsibilities, were credited to the DOA gen-
eral program operations appropriation account

for racing. The unencumbered balances in these
appropriation accounts at the end of each fiscal
year were transferred to the lottery fund. Howev-
er, in recent years (2007-08 through 2009-10),
racing revenue did not exceed the DOJ law en-
forcement and DOA regulatory costs; therefore,
no transfers of racing revenue were made to the
lottery fund in these years.

Racing and Pari-Mutuel Wagering Data at
Wisconsin Racetracks

The Racing Board, initially authorized to reg-
ulate pari-mutuel racing, began operations in the
fall of 1988. The first candidates for racetrack
licensure had to file an application with the
Board by January 17, 1989. Subsequent license
applications must be filed on or after September
15, but not later than October 15, of any calendar
year or by such other date as the state's regulatory
agency (now DOA) may declare.

During the initial round of licensure, the Rac-
ing Board evaluated applications for 11 grey-
hound racetrack locations; no applications for
horse racetracks were submitted. On May 19,
1989, the Board announced that five greyhound
racetracks would receive licenses. In subsequent
years, no additional racetracks were approved for
operation. By December, 2009, none of these ini-
tially approved tracks were in operation. Table 7
lists the licensed racetracks and the opening and
closing dates for each.

Tables 8 and 9 summarize data relating to
pari-mutuel wagering and racing in Wisconsin
for calendar years 1990 through 2009. Table 8
provides annual data for the amounts wagered on
both live racing and simulcast performances.
These measures show clearly the steady decline
in wagering activity at racetracks experienced
over time.

These data also show that simulcast racing
became an increasingly important component of
racetrack operations. Beginning in 1995, statuto-
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Table 7: Wisconsin Pari-Mutuel Racetracks

Racetrack

Wisconsin Dells Greyhound Park (Lake Delton)
Geneva Lakes Kennel Club (Delavan)
Dairyland Greyhound Park (Kenosha)

Fox Valley Greyhound Park (Kaukauna)

St. Croix Meadows Greyhound Park (Hudson)

Opening Date Closing Date

April 30, 1990
May 25, 1990
June 20, 1990
August 2, 1990
June 20, 1991

September 9, 1996
April 1, 2006*
December 31, 2009
August 11, 1993
August 9, 2001

* The Geneva Lakes Kennel Club ended live racing on November 6, 2005, and simulcast racing on April 1, 2006.

ry and related policy changes allowed racetracks
to expand wagering on simulcast races. As noted
previously, the prior-law limitation on simulcast
races was eliminated under 1995 Wisconsin Act
27, effective July 29, 1995. In addition, effective
January 1, 1996, simulcast horse race wagers
were taxed at the pari-mutuel tax rate schedule
applicable to horse racing, under which the first
$50 million in wagers on horse races each year
are not taxed. Prior to July 26, 2003, simulcast
and intertrack wagering could be conducted only
as an adjunct to live race wagering and could not
be conducted in a manner that would supplant
live race wagering. Further, simulcast and inter-
track wagering could not be the primary source
of revenue at a racetrack. Under 2003 Wisconsin
Act 33, the simulcast racing wagering revenue
limitation provisions were temporarily repealed
and, under 2005 Wisconsin Act 245, the wager-
ing revenue limitation provisions for simulcast
and intertrack wagering were permanently re-
pealed.

As a result of these changes, simulcast wager-
ing developed into the primary revenue source
for racetracks. Prior to 1996, with simulcast races
strictly limited, the racetrack handle was derived
almost entirely from live greyhound racing. For
example, in 1994, simulcast wagering constituted
less than 1% of total handle at Wisconsin race-
tracks. The simulcast handle grew to 34.6% of
the total handle in 1996, the first full year in
which the number of simulcast races was not lim-
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ited and the taxing policy affecting simulcast
horse racing events was in place. The simulcast
proportion of total handle increased over the
years and exceeded 71% of total handle in the
years 2006 to 2009. [As noted in Table 7, only
Dairyland was in full operation during these four
years.]

Despite its growing significance, simulcast
wagering also decreased over time and was not
sufficient to maintain the operation of racetracks
in Wisconsin. Simulcast wagering reached a high
of $78.7 million in 1999. However, as shown in
Table 8, with the exception of 2004, simulcast
wagering declined each year from 1999 to 2009.
These declining live and simulcast racing trends
indicate the difficult competitive environment
that developed over these years for the racing in-
dustry in Wisconsin.

Table 9 provides selected data for Wisconsin
racetracks for the years each was in operation.
The combined, all-track data show that nearly
$3.0 billion was waged at the racetracks. Of this
amount, $2.3 billion was paid to winning bettors
and $123.3 million in purses was paid to dog
owners or managers. Revenue paid to the state
($110.6 million) was used primarily for the costs
of regulation. Finally, the racetracks retained
$492.7 million, from which employee compensa-
tion, maintenance, debt service, and other operat-
ing expenses were paid.



Table 8: Wagering History, Wisconsin Pari-Mutuel Racetracks 1990-2009

Wagering on
Year Live Races
1990  $210,589,169
1991 345,212,284
1992 303,109,375
1993 250,627,399
1994 199,504,030
1995 169,070,719
1996 113,939,972
1997 89,039,979
1998 85,745,793
1999 75,456,933
2000 63,155,728
2001 48,531,842
2002 44,408,391
2003 38,152,674
2004 32,371,555
2005 24,678,017
2006 17,679,681
2007 15,285,784
2008 12,339,440
2009 9,201,628
Total $2,148,100,393

Percent of

Annual Total

99.98%
99.93
99.82
99.59
99.75

93.61
65.45

72.46%

Wagering on Percent of Total
Simulcast Races Annual Total Wagers

$33,072 0.02%  $210,622,241
230,985 0.07 345,443,269
548,275 0.18 303,657,650
1,024,431 0.41 251,651,830
502,754 0.25 200,006,784
11,538,720 6.39 180,609,439
60,146,199 34.55 174,086,171
70,018,893 44.02 159,058,872
78,595,876 47.82 164,341,669
78,665,379 51.04 154,122,312
74,557,250 54.14 137,712,978
68,096,206 58.39 116,628,048
58,295,993 56.76 102,704,384
58,259,339 60.43 96,412,013
60,138,878 65.01 92,510,433
54,316,155 68.76 78,994,172
43,666,318 71.18 61,345,999
38,988,896 71.84 54,274,680
33,726,198 73.21 46,065,638
24,904,840 73.02 34,106,468
$816,254,657 27.54% $2,964,355,050

Table 9: Summary Data for Individual Racetracks

Dairyland Greyhound Park
[20 years full or partial operations]

Live Performances 7,583

Fox Valley Greyhound Park
[Four years full or partial operations]

Simulcast Performances 81,855
Total Performances 89,438
Live Racing Wagers $1,222,062,567
Simulcast Wagers $583,495,205
Total Wagers $1,805,557,772
Paid to Winners $1,396,225,891
Paid to Dog Owners $73,153,031
Paid to State $64,291,205
Retained by Racetrack $300,757,719
Total Attendance 12,555,704

St. Croix Meadows Greyhound Park
[11 years full or partial operations]

Live Performances 3,243
Simulcast Performances 16,608
Total Performances 19,851
Live Racing Wagers $220,885,416
Simulcast Wagers $61,748,783
Total Wagers $282,634,199
Paid to Winners $218,391,068
Paid to Dog Owners $12,245,519
Paid to State $11,432,881
Retained by Racetrack $47,048,764
Total Attendance 2,604,325

Live Performances 1,070
Simulcast Performances 24
Total Performances 1,094
Live Racing Wagers $79,893,696
Simulcast Wagers $148,037
Total Wagers $80,041,733
Paid to Winners $62,552,814
Paid to Dog Owners $4,044,761
Paid to State $3,888,535
Retained by Racetrack $13,600,366
Total Attendance 963,472

Wisconsin Dells Greyhound Park
[Seven years full or partial operations]

Live Performances
Simulcast Performances
Total Performances
Live Racing Wagers
Simulcast Wagers

Total Wagers
Paid to Winners

Paid to Dog Owners

Paid to State

Retained by Racetrack
Total Attendance

1,980

1,271

3,251
$162,294,463
$4,272,837
$166,567,300
$129,635,885
$7,523,442
$7,615,847
$27,677,710
2,195,992

Geneva Lakes Kennel Club
[17 years full or partial operations]

Live Performances
Simulcast Performances
Total Performances
Live Racing Wagers
Simulcast Wagers

Total Wagers
Paid to Winners

Paid to Dog Owners

Paid to State

Retained by Racetrack
Total Attendance

All Tracks
1990 - 2009

Live Performances
Simulcast Performances
Total Performances
Live Racing Wagers
Simulcast Wagers

Total Wagers
Paid to Winners

Paid to Dog Owners

Paid to State

Retained by Racetrack
Total Attendance

4,935

52,149
57,084
$462,964,251
$166,589,795
$629,554,046
$487,516,045
$26,330,251
$23,401,055
$103,627,369
5,325,149

18,811

151,907
170,718
$2,148,100,393
$816,254,657
$2,964,355,050
$2,294,321,703
$123,297,003
$110,629,524
$492,711,928
23,644,642
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