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About the Popular Annual Financial Report

The North Carolina Education Lottery (NCEL) finance division is proud to present you its Popular Annual Financial Report
(PAFR) for the Fiscal Year (FY) ended June 30, 2016. This report provided an overview of the NCEL's financial condition
and a brief analysis of where the money comes from and where the dollars are spent.

Most of the informationinthisreportis drawnfromthefinancialinformation appearing onthe NCEL's FY 2016 Comprehensive
Annual Financial Report (CAFR). The CAFR is a more detailed and complete financial presentation prepared in conformance
with Generally Accepted Accounting Principals (GAAP) and was audited by an independent accounting firm, receiving ans
unqualified (clean) opinion. The financial data in this report also conforms to the GAAP. The CAFR, PAFR and the NCEL's
Annual Report are available for viewing on the NCEL's website at www.nclottery.com/about.aspx



NORTH CAROLINA EDUCATION LOTTERY

For the 10th year in a row, the N.C. Education Lottery completed its fiscal year by setting a new record not only for
lottery ticket sales, but also for its contribution to education programs in North Carolina. The Education Lottery
recorded $2.38 billion in sales in fiscal year 2016 and $636 million in earnings.

The instant product continued to be the largest revenue source, generating $1.6 billion in sales. The lottery launched 51
new instant games during the year, including its first $30 game, Ultimate Millions, which offered four $10 million prizes,
18 S1 million prizes, and three additional $1 million prizes that could be won in second-chance drawings.

The lottery also began a new draw game, Lucky For Life, a $2 game with a top prize of $1,000 a Day for Life that
winners receive every year for the rest of their lives. Draw games sales also benefited from a record Powerball jackpot
of $1.5 billion in February 2016, boosting Powerball ticket sales to $208 million, up $78 million from the year before.
Lottery players collected $1.49 billion in prize money. During the year, prizes of $1 million or more were won 58 times,
including two prizes of $10 million. Many winners put their money right back to work in the economy, by paying bills,
buying new houses or cars, taking vacations, saving and investing the money for retirement or college, or donating to
personal good causes.

The lottery ended the year with 6,898 retail locations across North Carolina. Retailers earned $167 million in sales
commissions and incentives.

The N.C. Education Lottery marked its 10%" anniversary on March 30", Over the decade the growing popularity of
lottery games has raised more than $4.6 billion for the good cause it serves. Since inception on March 30, 2006 through
the end of FY16, the lottery surpassed $15.8 billion in sales. More than 722,000 North Carolinians have joined the
lottery’s Lucke-Zone, a website where they can get lottery news, ask questions about lottery games, and enter
second-chance drawings and other promotions.

To get a sense of the lottery’s success, consider what happens every day across the state. Last year, the lottery
averaged $6.5 million a day in lottery ticket sales, $4.1 million in prizes, and $1.7 million raised for education. The
lottery has increased sales and earnings every year of its operations, received “a clean opinion” from independent
auditors in each year’s audit of its finances, and become a leader in the U.S. lottery industry on responsible gaming.

The State Lottery Act directs the lottery to increase and maximize the available revenues for education purposes. In
FY16, a breakdown of lottery revenues showed 62.4 percent went to prizes, 26.5 percent for education programs that
the lottery serves, 7 percent in retailer commissions. The remaining 4.1 percent of revenues went to administrative
expenses, including 1.75 percent to gaming vendors, advertising and marketing, salaries, wages and benefits and other
administrative expenses.

The Education Lottery transfers its net assets on a quarterly basis to the Office of State Budget and Management to the

North Carolina State Lottery Fund. The monies were distributed in FY16 as outlined in the budget approved by the

General Assembly.

The General Assembly made the following allocation of lottery dollars in its FY16 budget to education programs:

e 58 percent of the net assets, or $310.5 million, to non-instructional support personnel;

e 19 percent, or $100 million, for the Public School Building Capital Fund which provides monies to North Carolina
counties to build and repair schools;

e 15 percent, or $78.3 million, to the N.C. Pre-K program to fund seats in the prekindergarten program for at-risk
four-year-olds;

e 6 percent, or $30.4 million, for N.C. Education Lottery Scholarships which are awarded based on financial need;

e 2 percent, $10.7 million, to the UNC Need-Based Grant program, which provides financial aid based on need to
students attending one of the 16 UNC system institutions.

Lottery’s revenues exceeded projections and unallocated funds were placed in reserve funds. The General Assembly

also directed that $2.1 million in earnings go to the N.C. Alcohol Law Enforcement and $1 million to the N.C. Problem

Gambling Program.



EDUCATION PROGRAMS RECEIVING LOTTERY DOLLARS
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New Grays Creek Middle School in Cumberland
County, N.C.

Headline: Lottery funds help build schools

Some of the money raised by the N.C. Education
Lottery goes to help counties in North Carolina
build and repair schools. Some counties use
their portions as a repair fund, fixing roofs and
HVAC systems. Other use the funds to build new
schools. Last year, Cumberland County used
lottery funds to make a $1.5 million payment on
bonds used to build a new middle school. So far,
Cumberland County has used lottery funds to
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