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Higher Education
$791.5

Other Educational
Programs

$31.2K-12
$330.7

Grades 6-8

Since school year 2004-05, lottery 
funds have been appropriated 
toward improving teacher and 
student achievement in grades six 
through eight in reading, math-
ematics, social studies, and science. 

School Buses

Lottery funds have purchased more 
than 400 school buses.  Lottery 
money also repairs buses currently 
in service.

Governor's School for the 
Arts & Humanities

The 2004 South Carol ina  State  Fai r  provided the backdrop for  SCEL’s  Carol ina  M i l l ionaire  Summer Promotion!  

$92.6

Other
$20.7 K-5

$165.9

School Buses
$51.5

Education Accountability Act Resource Programs

Technology
$59.7

$33.1

Scholarships
$578.7

Endowed Chairs
$120

Other Higher
Education Programs

scel  proceeds
a global  lotter y  with a  local  focus  |  2005 AFR

Transfers to
State Revenues** Prizes Retailer Operating Education

lacsiF Year Commissions Expenses Lottery Acct.‡

2001-2002 $337.1 $200.3 $23.5 $25.6 $87.7

100% 59% 7% 8% 26%

2002-2003 $726.9 $415.7 $51.1 $40.8 $219.3

100% 57% 7% 6% 30%

2003-2004 $953.2 $552.3 $66.5 $44.3 $290.1   

100% 58% 7% 5% 30%

2004-2005* $960.1 $573.6 $67.5 $41.5 $277.5

100% 60% 7% 4% 29%

TOTAL $2,977.3 $1,714.9 $290.1 $151.7 $874.6

% 100% 59% 7% 5% 29%

Dollar figures are in millions.

* June 30, 2005 financial statements are preliminary with respect to the    
  audited financials to be issued October 15, 2005, in accordance with  
  S.C. Code Ann. § 59-150-320(4).
**Revenues include ticket sales, permit fees, retailer telephone fees, and other

additional costs.
‡ Includes Unclaimed Prizes.

Prizes  59%

Retailer Commissions 7%

Operating
Expenses 5 %

Transfers to
Education

Lottery Account
29%

Other Appropriations to Date* Higher Education Appropriations to Date*

What is the breakdown of SCEL’s gross proceeds?

Distribution of lottery revenue from January 7, 2002–June 30, 2005

Appropriations to Date*

K-12 Appropriations to Date*

Higher Education
$791.5

Other Educational
Programs

$31.2K-12
$330.7

ETV
$19.9

Gambling Addiction Services
$2.0

County Libraries
$8.3
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chairman of the board
a global  lotter y  with a  local  focus  |  2005 AFR

Dear Citizens of the Palmetto State:

In fiscal year 2004-05, the South Carolina Education Lottery (SCEL) 

continued its successful journey to becoming a “world-class 

lottery.”  Operating and managing both a fiscally and socially 

conservative lottery takes a concerted effort, especially important 

because SCEL’s goal is to maximize net proceeds that benefit 

education for the people of the Palmetto State.  In fact, since the 

Lottery’s launch on January 7, 2002 through June 30, 2005, the 

General Assembly has appropriated more than $852 million for 

educational enhancement programs.

SCEL has progressively continued its march for excellence, as 

evidenced by South Carolina’s impressive worldwide lottery sales 

rankings: 5th in per capita instant ticket sales, 20th in per capita 

total sales, and 20th in total instant sales.  While we are rightfully 

proud of these past statistics, we at SCEL know we cannot afford 

to rest on these laurels.  So what’s in store for our new fiscal year?  

Well, for starters, we will mark a milestone when we transfer our 

one billionth dollar to the Education Lottery Account. 

The Commission and staff of SCEL approach our fourth year of 

operation with this pledge to you, the citizens of South Carolina: 

we will continue to fulfill our mission by earning the funds that 

support new and expanded educational opportunities, while 

retaining our status as a “world-class lottery.”

We hope you will join us in our endeavors. 

Sincerely,

John C.B. Smith, Jr. 

SCEL Commission Chairman sc
e

l 
c

o
m

m
is

si
o

n
e

rs

James J . Bai ley, J r.
Charleston, SC

Treasu
rer

T im Madden
Greenville, SC

V
ice C

h
airm

an

T. Moffatt  Burr iss
Columbia, SC

Treasu
rer

Ashley  Landess
Columbia, SC

Secretary
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From the Executive Office:

A little less than three and one-half years ago, SCEL commenced 

selling lottery tickets.  In that relatively short span of time, SCEL 

has moved from the start-up mode to a maturing business 

enterprise.  Naturally, age and maturity create new challenges that 

must be met in order to fulfill our core mission to provide new 

resources to enhance the educational opportunities of the people 

of the Palmetto State.  On top of the typical issues businesses face 

as they mature, SCEL is faced with the unexpected occurrences of 

the ever-changing business marketplace, such as competition 

along our northern border and record high gasoline prices.  A 

good barometer of determining whether SCEL will be able to 

achieve future success is to review how we have acquitted 

ourselves in the past.

By any objective criteria, SCEL has been an overachieving lottery.  

La Fleur’s Magazine rated South Carolina’s lottery as number 

twenty in the world in per capita total sales and number five 

worldwide in per capita instant ticket sales for calendar year 2004.  

In fact, SCEL witnessed another record-breaking sales year for 

fiscal year 2005, with gross revenues exceeding $957 million.  

Transfers for the same period surpassed $280 million, $25 million 

more than was estimated by the State’s Board of Economic 

Advisors.   Further, in an attempt to gauge the Agency’s 

operational efficiencies, SCEL transferred $69 per capita to the 

State’s Education Lottery Account (ELA) for appropriation.  

Simply put, our operating costs are very low, highlighting the fact 

that our Agency adheres to a very conservative philosophy when 

it comes to spending the taxpayers’ money.

Sometime during fiscal year 2005-06, SCEL will transfer the 

billionth dollar to the ELA. In fact, the General Assembly has 

appropriated a total of 1.149 billion lottery dollars though fiscal 

year 2005-06 to benefit a multitude of educational programs that 

expand the opportunities available to the citizens of South 

Carolina - from students starting kindergarten to adults striving to 

earn a higher education.  As we move forward through these 

demanding times, rest assured that SCEL will look at each new 

challenge as an opportunity to excel, and we fully intend to 

measure up to our mission statement:  to support new 

educational opportunities for the people of the Palmetto State by 

providing entertainment options to adults who play our games.

Sincerely,

Ernie Passailaigue

Executive Director

sc
e

l 
c

o
m

m
is

si
o

n
e

rs

B . Boyk in  Rose
Charleston, SC

Treasu
rer

L i sa  H. Stevens
Greenville, SC

Treasu
rer

A . Mar vin  Quatt lebaum, Jr.

Greenville, SC

Treasu
rer

D r. Edward Keith
Sumter, SC

Treasu
rer
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management  staf f
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The work of the Education Lottery is to provide games for players, support for retailers, and funds for education.  In achieving our mission, we are directly helping to build a better future for the citizens of our state. 

Chief Operating 
Officer

Director of Internal 
Operations

Director of 
Information 
Technology

Director of Legal 
Services

Internal Auditor

Director of Sales and 
Marketing

Director of Finance

Director of Security

Why does South Carolina have a 
lottery?

In 2000, the citizens of South 
Carolina voted to amend the 
Constitution permitting a state-run 
lottery. As a result of this action, the 
General Assembly established the 
South Carolina Education Lottery 
(SCEL) to enhance the  educational 
opportunities for the people of the 
Palmetto State.  

Who decides which programs are 
funded?

Each year the Legislature, in concert 
with the Governor, decides which 
education programs will be funded 
by lottery dollars.

How many dollars have been 
appropriated to date?

7
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S.C. National Guard Student 
Repayment Program
Funds earned by the Lottery are 

appropriated by the General Assembly 

to expand the educational opportuni-

ties of people all across the state.  A little 

known program assists members of the 

South Carolina National Guard in paying 

off their student loans.  Funding for this 

program is dependent upon proceeds 

SCEL transfers to the Education Lottery 

Account.  This past year’s loan repay-

ment was based on the General 

Assembly’s appropriation of $1.5 

million.  The funds appropriated by the 

General Assembly for the S.C. Guard 

Student Repayment Program are 

retained in a separate account and are 

used on a revolving basis.

Recipients of this program have 

committed to six years in the S.C. 

National Guard in an area of critical 

need as defined by the Office of the 

Adjutant General and the Commission 

on Higher Education.  In 2004-05, there 

were a total of 87 positions that were 

identified as areas of critical need.  These 

areas ranged from Flight Engineers to 

Environmental Controls and Aerospace 

Medical Services.

Recent Citadel graduate and newly 

commissioned 2nd Lieutenant Robert 

Kirk reports from Fort Leonard Wood, 

Missouri, “I took a Commission in the 

National Guard instead of the Active 

Army because I wanted to go to 

graduate school.  I am very thankful that 

the National Guard and the Lottery 

Commission have made this money 

available to help me pay student loans.  I 

will be applying to the Citadel and USC 

graduate programs and look forward to 

putting the money to use!”

sce l  benef ic iar ies
a global  lotter y  with a  local  focus  |  2005 AFR

lotter y  scholarship distr ibut ion by count y

fy  2004-05 scholarships  & grants  awarded by technical  col lege
                   LIFE                NEED BASED   LOTT  TUITION ASST           TOTAL 
   Number       $ Amount  Number  $ Amount       Number   $ Amount          Number $ Amount

2nd Lieutenant Robert Kirk

K-12

Scholarsh
ips

Lib
rarie

s

TOTALCOUNTY
A-G

K-12

Scholarsh
ips

Lib
rarie

s

TOTALCOUNTY
H-Z

Aiken Tech 57 136,300 388 185,252 1,722 1,314,057 2,167 1,635,609
Central Carolina Tech 73 145,569 302 187,657 1,817 1,400,834 2,192 1,734,060
Denmark Tech 62 130,620 139 243,694 522 394,441 723 768,755
Florence-Darlington Tech 197 505,717 260 266,750 2,502 2,184,065 2,959 2,956,532
Greenville Tech 372 968,476 284 332,251 8,180 7,459,566 8,836 8,760,293
Horry -Georgetown Tech 222 470,838 299 305,214 3,104 2,745,006 3,625 3,521,058
Midlands Tech 506 1,382,553 612 794,305 5,866 5,344,486 6,984 7,521,344
Northeastern Tech 114 266,025 173 82,247 888 498,823 1,175 847,095
Orangeburg-Calhoun Tech 118 304,008 169 162,712 1,615 1,338,825 1,902 1,805,545
Piedmont Tech 234 594,392 499 334,412 3,480 2,567,461 4,213 3,496,265
Spartanburg Tech 361 909,520 283 336,614 2,444 1,947,748 3,088 3,193,882
Tech College of the

Low Country 19 46,400 165 96,373 1,206 936,663 1,390 1,079,436
Tri County Tech 463 1,088,560 363 334,084 3,209 2,975,837 4,035 4,398,481
Trident Tech 252 587,215 1,303 737,615 8,518 7,849,460 10,073 9,174,290
Williamsburg Tech 13 29,700 42 34,479 567 240,453 622 304,632
York Tech 230 614,322 273 296,592 2,269 2,020,447 2,772 2,931,361

3293 $8,180,215 5554 $4,730,251 47,909 $41,218,170 56,756 $54,128,636

9

Digitized by South Carolina State Library



10

S.C. National Guard Student 
Repayment Program
Funds earned by the Lottery are 

appropriated by the General Assembly 

to expand the educational opportuni-

ties of people all across the state.  A little 

known program assists members of the 

South Carolina National Guard in paying 

off their student loans.  Funding for this 

program is dependent upon proceeds 

SCEL transfers to the Education Lottery 

Account.  This past year’s loan repay-

ment was based on the General 

Assembly’s appropriation of $1.5 

million.  The funds appropriated by the 

General Assembly for the S.C. Guard 

Student Repayment Program are 

retained in a separate account and are 

used on a revolving basis.

Recipients of this program have 

committed to six years in the S.C. 

National Guard in an area of critical 

need as defined by the Office of the 

Adjutant General and the Commission 

on Higher Education.  In 2004-05, there 

were a total of 87 positions that were 

identified as areas of critical need.  These 

areas ranged from Flight Engineers to 

Environmental Controls and Aerospace 

Medical Services.

Recent Citadel graduate and newly 

commissioned 2nd Lieutenant Robert 

Kirk reports from Fort Leonard Wood, 

Missouri, “I took a Commission in the 

National Guard instead of the Active 

Army because I wanted to go to 

graduate school.  I am very thankful that 

the National Guard and the Lottery 

Commission have made this money 

available to help me pay student loans.  I 

will be applying to the Citadel and USC 

graduate programs and look forward to 

putting the money to use!”

sce l  benef ic iar ies
a global  lotter y  with a  local  focus  |  2005 AFR

lotter y  scholarship distr ibut ion by count y

fy  2004-05 scholarships  & grants  awarded by technical  col lege
                   LIFE                NEED BASED   LOTT  TUITION ASST           TOTAL 
   Number       $ Amount  Number  $ Amount       Number   $ Amount          Number $ Amount

2nd Lieutenant Robert Kirk

K-12

Scholarsh
ips

Lib
rarie

s

TOTALCOUNTY
A-G

K-12

Scholarsh
ips

Lib
rarie

s

TOTALCOUNTY
H-Z

Aiken Tech 57 136,300 388 185,252 1,722 1,314,057 2,167 1,635,609
Central Carolina Tech 73 145,569 302 187,657 1,817 1,400,834 2,192 1,734,060
Denmark Tech 62 130,620 139 243,694 522 394,441 723 768,755
Florence-Darlington Tech 197 505,717 260 266,750 2,502 2,184,065 2,959 2,956,532
Greenville Tech 372 968,476 284 332,251 8,180 7,459,566 8,836 8,760,293
Horry -Georgetown Tech 222 470,838 299 305,214 3,104 2,745,006 3,625 3,521,058
Midlands Tech 506 1,382,553 612 794,305 5,866 5,344,486 6,984 7,521,344
Northeastern Tech 114 266,025 173 82,247 888 498,823 1,175 847,095
Orangeburg-Calhoun Tech 118 304,008 169 162,712 1,615 1,338,825 1,902 1,805,545
Piedmont Tech 234 594,392 499 334,412 3,480 2,567,461 4,213 3,496,265
Spartanburg Tech 361 909,520 283 336,614 2,444 1,947,748 3,088 3,193,882
Tech College of the

Low Country 19 46,400 165 96,373 1,206 936,663 1,390 1,079,436
Tri County Tech 463 1,088,560 363 334,084 3,209 2,975,837 4,035 4,398,481
Trident Tech 252 587,215 1,303 737,615 8,518 7,849,460 10,073 9,174,290
Williamsburg Tech 13 29,700 42 34,479 567 240,453 622 304,632
York Tech 230 614,322 273 296,592 2,269 2,020,447 2,772 2,931,361

3293 $8,180,215 5554 $4,730,251 47,909 $41,218,170 56,756 $54,128,636

Digitized by South Carolina State Library

, .
,-.~

t~

'~. -r
~ ..-'"•

• •
J •" •

"
•

it •



promotions
a global  lotter y  with a  local  focus  |  2005 AFR

The 2004 South Carol ina  
State  Fai r  provided the 
backdrop for  SCEL’s  Carol ina  
M i l l ionaire  Summer Promo-
t ion!   Ten contestants  took 
center  stage on Oc tober  14 
v ying for  $1 mi l l ion!   The 
musical  enter ta inment  of  
bands Sea Cruz  and Second 
Nature  brought  the sounds 
of  summer to  l i fe  as  they 
per formed before  the Grand 
Pr ize  was  awarded.  I t  only  
took one second-chance 
entr y  for  Ken Holcomb of  
Boi l ing Spr ings  to  become 
the Carol ina  M i l l ionaire.

The 2004 South Carol ina  State  Fai r  provided the backdrop for  SCEL’s  mi l l ion dol lar  g iveaway, Carol ina  M i l l ionaire !
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During the 2005 Clean$weep 
promotion more that  870,000 
t ick ets  were recovered.  The 
Lotter y  has  rec ycled more 
than 14.98 tons  of  paper.  
With the ass istance of  lotter y  
players, approximately  2 ,555 
trees ; 104,137 gal lons  of  
water ; 6 ,934 gal lons  of  o i l ; 
61 ,062 k i lowatt  hours  of  
e lec tr ic i t y ; 8 ,792 pounds of  
a i r  pol lut ion; and 1 ,237 cubic  
feet  of  landf i l l  space have 
been saved.

Clean$weep was par t  of  a  
successful  par tnership with 
Lennox Industr ies  and 
PalmettoPr ide.
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THIS NOTE IS NOT LEGAL TENDER FOR ANYTHING,BUT IS FULL OF INFORMATIONFOR YOU!

ONE MILLION DOLLARS

ONE MILLION DOLLARS
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,, ,,

,, ,, JOHNNY CASTAWAY

Clean$weep Drawings

12 grand prizes!
12 entrants (3 selected each drawing) will win their choice of one

of 12 grand prizes provided by Lennox Industries. 

Be environmentally responsible, and win one of 12

grand prizes provided by Lennox Industries, Inc.

Winners may select from the following:

Clean$weep is sponsored by the South Carolina

Education Lottery, Lennox Industries & PalmettoPride. Take

pride.  Take responsibility.  Take action against litter, and

keep South Carolina clean!

A Dave Lennox Elite or Signature

Collection heat pump

A Dave Lennox Elite or Signature 

Collection air conditioner

A Dave Lennox Elite or Signature

Collection furnace

A Healthy Climate indoor air quality

product

Clean Up SC with 

Clean$weep!Take Pride!

Take Pride!
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 A play reponsibly message

Brought to you by the
South Carolina Education Lottery

For  more information, p ick  up a  
copy of  the Lotter y ’s  p lay  reponsi -
bly  brocure avai lable  at  your  local  
lotter y  reta i ler.
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SCEL operates one of the most 
successful lotteries in the United 
States.  Fiscal year 2004-05 included 
outstanding financial results due in 
part to a colorful mix of games for 
players.

The 2004 South Carol ina  State  Fai r  provided the backdrop for  SCEL’s  Carol ina  M i l l ionaire  Summer Promotion!  

sce l  games
a global  lotter y  with a  local  focus  |  2005 AFR
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The 2004 South Carol ina  State  Fai r  provided the backdrop for  SCEL’s  Carol ina  M i l l ionaire  Summer Promotion!  

mi l l ion dol lar  c lub
a global  lotter y  with a  local  focus  |  2005 AFR

f i sca l  year  2005 

In the fiscal year ending June 30, 2005, SCEL retailers sold over $954 million in lottery tickets!  This resulted in over $280 
million transferred to the Education Lottery Account and nearly $67 million in retailer commissions earned.

Above  is a listing of the MILLION DOLLAR SALES CLUB for retailers with sales of over $1 million in fiscal year 2005!  
Congratulations to all of our lottery retailers for another successful year!
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In the May 2005 issue of  La Fleur’s 
Magazine, SCEL made the top 25 in 
three rankings.  La Fleur’s is a 
publication for the global lottery 
industry.  The magazine researches 
and reports on the two hundred 
plus legal state operated lotteries 
around the world.  The rankings 
reported in the May 2005 issue are 
for sales during the 2004 calendar 
year.

The 2004 South Carol ina  State  Fai r  provided the backdrop for  SCEL’s  Carol ina  M i l l ionaire  Summer Promotion!  
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south carol ina  educat ion lotter y  2005 annual  f inancia l  repor t

per formance measures

Measuring Success

How does an organization know it is successful or that it is 
achieving its mission?  When you set parameters and goals, 
measure the results, and the facts support your achievement, you 
have a gauge by which to assess success or failure.  The South 
Carolina Education Lottery by all measures is a top performer and 
successful in carrying out its mission of providing funds for 
education.  SCEL is among the highest performing lotteries in the 
world, ranking 5    in the world in per capita instant ticket sales.     
In terms of total sales per capita, SCEL is ranked 20    in the world 
with total sales of $934.1 million.  This ranking reflects total per 
capita sales of $223 for both instant and online tickets.  SCEL also 
ranked 20    in the world with instant ticket sales of $550.8 million.

Sales and revenue achievements are the bottom line results of 
several performance measures which tied together direct and 
focus SCEL towards the vision and overall goal of being a world- 
class lottery.  These performance measures are incorporated into 
SCEL’s strategic plan and into the performance evaluation of each 
employee.  Instead of listing page after page of performance 
measures in this report, performance measures are incorporated 
into a new report, Lotto Facts July 1, 2004 – June 30, 2005.  The 
performance measures and results for each department are 
outlined in Lotto Facts, including a section on cost savings where 
through process improvement, reengineering, and basic cost 
cutting, SCEL documented savings of $6,871,387.30.

The Lotto Facts report can be accessed on our website at 
www.sceducationlottery.com or by request to the Public Affairs 
Manager, S.C. Education Lottery, P.O. Box 11949, Columbia, South 
Carolina  29211.

 
 “Worldwide 2004 Lottery Sales,” La Fleur’s Magazine May 2005: 
17-26.
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THOMAS L. WAGNER, JR., CPA
STATE AUDITOR

~bde of ~outq <!Iarnlina

OMfire nf tile ~ate Aunitnr
1401 MAlNSlREET, SUITE 1200

COLUMBIA. S.c. 29201

September 28, 2005

(803) 253-4160
FAX (803) 343-0723

The Honorable Mark Sanford, Governor
and

Members of the South Carolina Education Lottery Commission
Columbia, South Carolina

This report on the audit of the financial statements of the South Carolina Education Lottery
Commission for the fiscal year ended June 30, 2005, was issued by Elliott Davis, LLC, Certified Public
Accountants, under contract with the South Carolina Office of the State Auditor.

If you have any questions regarding this report, please let us know.

Respectfully SUbffiJ

~o:Yqgner'Jr.,c~
State Auditor

TLWjr/ksg
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ElliottDavis
Elliott Davis, LLC
Advisors-CPAs-Consultants
1901 Main Street, Suite 1650
PO. Box 2227
Columbia, SC 29202-2227

Phone 803.256.0002
Fax 803.254.4724

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Thomas L. Wagner, Jr., CPA
State Auditor
State of South Carolina
Columbia, South Carolina

We have audited the accompanying statements of net assets of the South Carolina Education Lottery
Commission (the Commission), a discretely presented component unit of the State of South Carolina (the State), as of
June 30, 2005 and 2004 and the related statements of revenues, expenses, and changes in net assets and cash flows for
the years then ended. These financial statements are the responsibility of the management of the Commission. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the the Commission as of June 30, 2005 and 2004, and the changes in financial position and cash flows for
the years then ended, in conformity with accounting principles generally accepted in the United States ofAmerica.

In accordance with Government Auditing Standards, we have also issued our report dated August 25, 2005 on
our consideration of the Commission's internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts, and grants agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over fmancial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audits.

The Management's Discussion and Analysis is not a required part of the basic financial statements but is
supplementary information required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquiries ofmanagement regarding the methods of measurement and
presentation of the required supplementary information. However we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements of the Commission.
The schedule of business-type activities for the state-wide CAFR is supplementary information required by the South
Carolina Office of the Comptroller General and is not a required part of the basic financial statements. It has been
subjected to the auditing procedures applied in the audit of the basic financial statements, and in our opinion, is fairly
stated in all material respects in relation to the financial statements taken as a whole.

~'D~LLL
Elliott Davis, LLC
August 25, 2005

www.elliottdavis.com
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SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
MANAGEMENT'S DISCUSSIONAND ANALYSIS

Management of the Commission provides this Management's Discussion and Analysis of their financial performance
for the readers of the Commission's financial statements. This narrative provides an overview of the Commission's
financial activity for the fiscal year ended June 30, 2005. This analysis is to be considered in conjunction with the
financial statements to provide an objective analysis of the Commission's financial activities based on facts,
decisions, and conditions currently facing management.

Understanding the Commission's Financial Statements

The Commission, an instrumentality of the State of South Carolina, is accounted for as an enterprise fund that reports
all assets and liabilities using the accrual basis of accounting, much like a private business entity. In accordance with
accounting principles generally accepted in the United States of America, this report consists of a series of financial
statements, along with explanatory notes to the financial statements. The financial statements immediately follow this
discussion and analysis by management, and are designed to highlight the Commission's net assets and changes to
those assets resulting from Commission operations.

The most important relationship demonstrated within the Commission's financial statements is the requirement that
the Commission transfer all net proceeds to the State Treasurer for the Education Lottery Account. Accordingly, the
primary focus of these financial statements is determining net proceeds available for transfer to the Education Lottery
Account, rather than the change in net assets of the Commission.

Financial Highlights

Revenues from lottery games increased by $7.0 million. We returned $573.6 million to winners of lottery games and
$67.5 million was paid to retailers for commissions and incentives. Other game related expenses were $18.2 million
and operating expenses were $23.7 million. Transfers to and due to the Education Lottery Account were $279.7
million as of and for the year ended June 30, 2005.

Assets and Liabilities (in millions)

2005 2004

Capital Assets $ 8.7 $ 12.2

Other Assets 57.5 72.6

Current Liabilities 57.3 72.7

Long-term Liabilities 1.9 2.9

Net Assets

Capital Assets Net of Related Debt 6.5 8.8

Restricted Assets 0.5 0.4

-2-
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Lottery Operations

Gaming Revenues

Other Revenues

Prizes Expense

Retailer Commissions and Incentives

Other Direct Game Costs

Other Operating Expenses

2005

$ 957.0

3.2

573.6

67.5

18.2

23.7

2004

$ 950.0

3.2

552.3

67.0

2004

23.0

All proceeds of the Commission must be transferred to the State Treasurer for the Education Lottery Account with the
following exceptions: 1) the cost ofproperty and equipment net of depreciation and related debt, and 2) the Restricted
Fidelity Fund, derived from the licensing fees of new retailers, which may be retained by the Commission up to
$500,000 and used to cover losses the commission may experience due to nonfeasance, misfeasance, or malfeasance
of a lottery retailer. Therefore, the net assets of the Commission will never exceed $500,000 related to the Restricted
Fidelity Fund plus the cost of property and equipment, net of depreciation and related debt. As of July 14,2005 the
Commission had transferred $266 million related to operations and $14.2 million in unclaimed prize funds to the State
Treasurer for the Education Lottery Account for the fiscal year ended June 30, 2005. Total transfers to the Education
Lottery Account are $846 million from inception to June 30, 2005.

Potential Factors Impacting Future Operations

The Commission is considering membership in a new multi-state game now under development by the Multi-State
Lottery Association. This is intended to complement Powerball®. Drawings would occur on days other than those of
the current Powerball® drawings.

Contacting the Commission's Financial Management

This financial report is designed to provide a general overview of the Commission's financial activity for all those
interested in the Commission's operations. Questions concerning any of the information provided in this report, or
requests for additional financial information, should be addressed to the Director of Finance, South Carolina
Education Lottery, Post Office Box 11949, Columbia, South Carolina 29211-1949.

-3-
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SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
STATEMENTS OF NET ASSETS

JUNE 30,
2005 2004

ASSETS
CURRENT ASSETS

Cash and cash equivalents $ 17,680,300 $ 18,265,609
Cash - Restricted fidelity fund 455,330 402,269
Retailer accounts receivable, net of allowance for doubtful

accounts of$167,000 and $166,000- for 2005 and 2004, respectively 27,410,349 23,389,638
Accounts receivable - Multi-State Lottery 1,509,562 23,277,101
Inventory 2,404,855 2,005,888
Prepaid expenses and other current assets 262,656 93,761

Total current assets 49,723,052 67,434,266

CAPITAL ASSETS, net 8,710,058 12,236,025

DEPOSIT WITH MULTI-STATE LOTTERY 7,753,026 5,127,408

Total assets 66,186,136 84,797,699

LIABILITIES

CURRENT LIABILITIES
Due to Education Lottery Account 21,244,269 18,083,373
Prizes payable 23,976,093 24,220,162
Prizes payable - Multi-State Lottery 3,655,771 23,277,101
Accounts payable 5,414,498 3,957,426
Accrued liabilities 877,566 1,004,726
Current portion of accrued compensated absences 58,456 117,385
Current portion of long-term debt 1,104,166 1,232,559
Deferred revenue 998,294 766,454

Total current liabilities 57,329,113 72,659,186

LONG -TERM DEBT 1,113,054 2,217,220

ACCRUED COMPENSATED ABSENCES 795,801 732,778

Total liabilities 59,237,968 75,609,184

NET ASSETS
Invested in capital assets, net of related debt 6,492,838 8,786,246

Restricted - fidelity funds 455,330 402,269

Total net assets $ 6,948,168 $ 9,188,515

See notes to financial statements which are an integral part of these statements.
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SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NETASSETS

For the years ended
June 30,

2005 2004
REVENUES

Instant games $ 578,838,811 $ 537,339,766
On-line games 199,175,235 180,480,976
Powerball games 178,937,972 232,186,929
Retailer permit fees 480,600 496,555
Retailer telephone fees 2,645,765 2,596,384
Other 71,079 62,037

Total revenue 960,149,462 953,162,647

DIRECT COSTS
Commissions and incentives to retailers 67,534,047 66,950,403

Prize expense
Instant games 396,667,017 359,887,245
On-line games 96,056,371 87,533,205

Powerball games 80,872,481 104,866,608

Total prize expense 573,595,869 552,287,058

Instant and on-line costs 18,175,707 20,385,780

Total direct costs 659,305,623 639,623,241

Gross profit 300,843,839 313,539,406

OPERATING EXPENSES
Advertising and promotion 7,746,455 6,729,307
Security checks 221,295 176,910
Salaries, wages and benefits 8,717,883 8,707,090
Contracted and professional services 392,031 623,115
Depreciation 3,592,637 3,522,001
Rent expense 815,102 866,110
Office supplies 102,800 167,448
Bad debt expense 110,000 271,092
Other general and administrative 2,006,493 1,967,306

Total operating expenses 23,704,696 23,030,379

Operating Income 277,139,143 290,509,027

NON-OPERATING INCOME (EXPENSE)
Interest income 590,010 225,481
Interest expense (231,441) (602,948)

Total non-operating expense 358,569 (377,467)

Change in net assets before transfers to and due to Education Lottery Account 277,497,712 290,131,560

TRANSFERS TO AND DUE TO EDUCATION LOTTERY ACCOUNT 279,738,059 286,751,598

Change in net assets (2,240,347) 3,379,962

NET ASSETS,

BEGINNING OF YEAR 9,188,515 5,808,553

END OF YEAR $ 6,948,168 $ 9,188,515

See notes to financial statements which are an integral part of these statements.
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SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
STATEMENTS OF CASH FLOWS

For the years ended
June 30,

2005 2004
CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from retailers $ 978,143,880 $ 937,539,438
Cash payments to prize winners (593,461,268) (528,400,705)
Cash payments to suppliers for goods and services (96,447,799) (99,569,179)
Cash payments to employees for services (8,610,662) (8,644,675)

Net cash provided by operating activities 279,624,151 300,924,879

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Payments to fund deposit with Multi-State Lottery (2,625,618) (2,837,099)
Payments to Education Lottery Account (276,577,163) (286,486,698)

Net cash used for noncapital financing activities (279,202,781) (289,323,797)

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Proceeds from dispositions of capital assets 7,871 8,612
Interest paid (231,441) (602,948)

Purchase of capital assets (87,499) (593,974)
Net paid for short-term and long-term debt (1,232,559) (6,275,052)

Net cash used for financing activities (1,543,628) (7,463,362)

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 590,010 225,481

Net cash provided by investing activities 590,010 225,481

NET INCREASE IN CASH AND

CASH EQUIVALENTS (532,248) 4,363,201
CASH AND CASH EQUIVALENTS

BEGINNING OF YEAR 18,667,878 14,304,677

END OF YEAR $ 18,135,630 $ 18,667,878

OPERATING ACTIVITIES
Operating income $ 277,139,143 $ 290,509,027
Adjustments to reconcile operating income

to net cash provided by operating activities
Depreciation 3,592,637 3,522,001
Gain on dispositions of capital assets (2,792) (1,012)
Changes in assets and liabilities

Retailer accounts receivable (4,004,961) 8,756,920
Accounts receivable - Multi-State Lottery 21,767,539
Inventory (398,967) 276,445
Prepaid expenses and other assets (168,895) 171,016
Accounts payable and accrued liabilities 1,334,006 (1,815,742)
Prizes payable (19,865,399) 609,252
Deferred revenue 231,840 (1,103,028)

Net cash provided by operating activities $ 279,624,151 $ 300,924,879

See notes to financial statements which are an integral part of these statements.
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SOUTH CAROLINA EDUCATIONLOTTERY COMMISSION
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - REPORTING ENTITY

The South Carolina Education Lottery Commission (the Commission), was established as an instrumentality
of the state of South Carolina (the State) with enactment of Act 59 of 2001(the Act). The Commission is responsible
for the provision of lotteries on behalf of the State in accordance with the Act. The Act established a board of nine
commissioners as an organization legally separate from the State. Three commissioners are appointed by the
Governor, three are appointed by the President Pro Tempore of the Senate and three are appointed by the Speaker of
the House of Representatives. The Commission exercises powers comparable to those of a governing board of an
entrepreneurial organization. The Commission transfers "net proceeds" as defined by the Act to the State. Therefore,
the Commission is reported as a discretely presented component unit in the State's Comprehensive Annual Financial
Report (CAFR).

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies of the Commission are as follows:

Method of accounting
The Commission is accounted for as an enterprise fund. Enterprise funds are used to account for activities
that are financed and operated in a manner similar to private business enterprises where the costs of
providing lottery games to the general public on a continuing basis are to be financed through the sale of
lottery game tickets. The Act requires that all costs of providing lottery games, including capital costs, be
recovered from the sale oflottery game tickets.

The Government Accounting Standards Board (GASB) is the recognized standard setting body for
generally accepted accounting principles applicable to governmental proprietary activities in the United
States of America. The Commission applies all applicable GASB pronouncements and all applicable
Financial Accounting Standards Board (FASB) pronouncements issued on or before November 30, 1989
when not in conflict with GASB pronouncements. In accordance with GASB Statement 20, the
Commission has elected not to implement FASB Statements 103 and after.

Basis of accounting
The financial statements are prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America. Under this method, revenues are recognized
when they are earned and expenses are recognized when they are incurred.

Use of estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Revenue and accounts receivable recognition
Revenue and accounts receivable for on-line games are recognized when tickets are sold to the public by
contracted retailers, except for on-line tickets sold in advance of the draw date for which deferred revenue is
recorded.

Revenue and accounts receivable for instant scratch games are recognized upon activation of ticket packs
for sale by the retailers. The Commission evaluates its receivables on an ongoing basis for collectability.

(Continued)
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. Continued

Commissions
Retailers receive a commission of 7% on total sales.

Prizes
In accordance with the Act, as nearly as practical, at least 45% of ticket sales must be returned to the public
in the form of prizes. Prize expense for instant ticket games is recorded as an estimate at the time the
related revenue is recognized based on the predetermined prize structure for each game; periodically, the
prize expense is adjusted to reflect amounts actually won. Prize expense for on-line games is recorded at
the time the related revenue is recognized based on the known prizes.

Ticket inventories
Inventories are carried at cost (as determined by the specific identification method) and consist of scratch
tickets located in the Commission's warehouses or held by retailers. The cost of tickets is charged to
operations upon the recognition of revenue under the procedures described above.

Unclaimed prizes
Prizes must be claimed within 90 days after game-end (end of sales) for instant games and within 180 days
after the draw date for on-line games. Unclaimed prize money must be deposited in the Education Lottery
Account each year.

Net assets
Net assets represent cumulative revenues less expenses in excess of net proceeds transferred or payable to
the Education Lottery Account, as defined under the Act.

Net proceeds
Net proceeds, as defined by the Act, consist of all revenue derived from the sale of lottery game tickets or
shares and all other monies derived from the lottery games, less operating expenses and prizes.

Operating expenses
Operating expenses, as defined by the Act, in the determination of net proceeds, consist of all costs of doing
business including, but not limited to, prizes, commissions and other compensation paid to lottery retailers,
advertising and marketing costs, rental fees, personnel costs, capital costs, depreciation of property and
equipment and other operating costs.

Cash and cash equivalents
The Commission considers all highly liquid investments with an original maturity of three months or less to
be cash equivalents. This includes cash in banks, petty cash and cash on deposit with the South Carolina
State Treasurer.

Retailer accounts receivable
Retailer accounts receivable represents lottery proceeds due from retailers for net ticket sales less
commissions and prizes paid by the retailers. Lottery proceeds are collected weekly by the Commission
from retailer bank accounts.

Capital Assets
Capital assets, which consist of machinery, equipment, vehicles and leasehold improvements, are stated at
cost less accumulated depreciation. Depreciation is computed using the straight-line method over the
estimated useful lives of two to five years. Leasehold improvements are amortized over their expected
useful lives or the lease term, whichever is shorter. When assets are retired or otherwise disposed of, the
costs and related accumulated depreciation are removed from the accounts, and any resulting gain or loss is
reflected in the results from operations in the period of disposal. The Commission capitalizes all property
and equipment purchases of $1 ,000 or more.

(Continued)
-8-



Digitized by South Carolina State Library

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Restricted fidelity fund
In accordance with the Act, retailers contribute a fee to a fidelity fund upon acceptance as a lottery retailer.
The fund is used to cover losses the Commission may incur due to misfeasance, nonfeasance or
malfeasance of retailers. At the end of each fiscal year, any amount in the fund in excess of $500,000 is
treated as net proceeds from the Commission and is payable to the Education Lottery Account. At June 30,
2005, no amounts were available for transfer as net proceeds. The fidelity fund is held in a separate account
and appears on the balance sheet as restricted fidelity fund cash and in net assets as restricted fidelity funds.

Insurance
The Commission is exposed to various risks of loss related to torts; theft of, damage to, and the destruction
of assets; errors and omissions; injuries to employees; and natural disasters. The Commission combines
coverage provided by the South Carolina Insurance Reserve Fund with the purchase of commercial
insurance to substantially cover these risks.

Compensated absences
Employees earn the right to be compensated during absences for vacation and compensatory time. Unused
leave benefits are paid to employees upon separation from service. The cost of vacation and compensatory
time is accrued in the period in which it is earned.

Advertising
Costs incurred for producing and communicating advertising are expensed when incurred, which generally
is when the advertising first takes place.

Deposit with Multi-State Lottery (MUSL)
The Commission is required to maintain funds in reserve with MUSL. This reserve serves as a contingent
source for prize payouts should MUSL games not generate sufficient funds to pay amounts due to prize
winners. MUSL is not a financial institution.

Reclassifications
Certain prior year amounts have been reclassified to conform with current year presentation.

NOTE 3 - DEPOSITS

The Commission's cash and cash equivalents are considered to be cash-on-hand and interest bearing demand
deposits held by banks and the State Treasurer.

At June 30,2005 and 2004, the amount of the Commission deposits were as follows:

Demand deposits
Deposits held by State Treasurer

2005 2004
Carrying Bank Carrying Bank
amount balances amount balances

$ 551,312 $ 18,087,424 $ 18,285,020 $ 18,816,920
17,584,318 9,075 382,858 382,858

$ 18,135,630 $ 18,096.499 $ 18,667,878 $ 19,199,778

Custodial credit risk - deposits
Custodial credit risk is the risk that in the event of a bank failure, the Commission's deposits may not be
returned to it. The Commission does not have a deposit policy for custodial credit risk. As of June 30, 2005
and 2004, none of the Commission's bank balances of $18,096,499 and $19,199,778, respectively, were
exposed to custodial credit risk.

(Continued)
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NOTE 3 - DEPOSITS, Continued

State law
The Act requires the Commission to transfer to the State Treasurer all net proceeds on a monthly basis. Net
proceeds are not available to the Commission for long term investment. State Code Section 11-13-60 requires
full collateralization of all deposits held by the State Treasurer.

NOTE 4 - CAPITAL ASSETS

The following is a summary of changes in capital assets and accumulated depreciation during fiscal year 2005:

Balance Balance
June 30, 2004 Additions Deletions June 30, 2005

Cost
Machinery and equipment $ 19,836,623 $ 87,499 $ 35,724 $ 19,888,398
Vehicles 68,826 68,826
Leasehold improvements 641,349 641,349

20,546,798 87,499 35,724 20,598,573

Accumulated depreciation
Machinery and equipment (7,991,631) (3,447,995) 14,895 (11,424,731)
Vehicles (48,954) (16,372) (65,326)
Leasehold Improvements (270,188) 028,270) (398,458)

(8,310,773) (3,592,637) 14,895 01,888,515)

Total property and equipment, net $ 12.236.025 $ (3.505.138) $ (20.829) $ 8.710.058

The following is a summary of changes in capital assets and accumulated depreciation during fiscal year 2004:

Balance Balance
June 30, 2003 Additions Deletions June 30, 2004

Cost
Machinery and equipment $ 19,271,419 $ 576,143 $ (10,939) $ 19,836,623
Vehicles 68,826 68,826
Leasehold improvements 623,518 17,831 641,349

19,963,763 593,974 00,939) 20,546,798

Accumulated depreciation
Machinery and equipment (4,623,983) (3,370,988) 3,340 (7,991,631)
Vehicles (26,012) (22,942) (48,954)
Leasehold Improvements 042,117) 028,071) (270,188)

(4,792,112) (3,522,001) 3,340 (8,310,773)

Total property and equipment, net $ 15.171.651 $ (2.928.027) $ (7.599) $ 12.236.025
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NOTE 5 - ACCRUED EXPENSES

Accrued liabilities at June 30, 2005 consist of the following:

Accrued payroll and related expenses
Other

$ 821,455
56,111

Accrued liabilities at June 30,2004 consist of the following:

$ 877,566

Accrued payroll and related expenses
Other

$ 942,926
61,800

NOTE 6 - LONG -TERMDEBTAND COMMITMENTS

$ 1,004,726

In October 2001, the Commission entered into a six year contract with a vendor, to provide amongst other
things, services and equipment to operate their on-line lottery. The contract required an initial payment of
$5,287,938, which has been paid. The contract also calls for monthly administrative fees of $450,000 for the life of
the contract. Under the original contract, additional payments, which have been imputed for the purchase of
equipment of $140,000 and $122,000 per month, will be made for months three through twenty-six and twenty-seven
through sixty-two of the contract, respectively. These additional payments have been imputed to include principal
and interest at 8%. A lump sum payment of $5,270,000 was due and paid in March 2004. Title to and risk of loss for
this equipment occurred upon installation and acceptance in March 2002.

In January 2005, the contract for the vendor to provide administrative services was extended for an additional
ten and a half (l0Y2) months through November 15, 2008. The extension will require ten monthly payments of
$450,000 with a final payment of $225,000.

At June 30,2005, the future maturities of the imputed principal and interest payments on the equipment are as
follows:

Principal Interest Payment

2006 $ 1,104,166 $ 129,136 $ 1,233,302
2007 1,113,054 25,088 1,138,142

$ 2,217,220 $ 154,224 $ 2,371.444

The following is a summary of changes in long-term debt during fiscal year 2005:

Proceeds

Long-term debt

Balance
June 30, 2004

$ 3.449,779 ~$=======

Balance
Payments June 30, 2005

$ 1.232,559 $ 2,217,220

The following is a summary of changes in long-term debt during fiscal year 2004:

Proceeds

Long-term debt

Balance
June 30,2003

$ 9,724,831 !:!!:$====
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NOTE 7 -ACCRUED COMPENSATED ABSENCES

The following is a summary of changes in accrued compensated absences during fiscal year 2005:

Balance
June 30, 2004 Additions

Balance
Deductions June 30, 2005

Accrued compensated absences $ 850.163 $ 499.951 $ 495.857 ~$=~8~54~.2!!!!!5~7

The following is a summary of changes in accrued compensated absences during fiscal year 2004:

Balance
June 30, 2003 Additions

Balance
Deductions June 30, 2004

Accrued compensated absences

NOTE 8 - OPERATING LEASES

$ 783.363 $ 474.192 $ 407.392 ,!,!!,,$=~8~50~.1:!,!,6~3

The Commission has entered into operating leases for the rental of office space for its headquarters and district
offices. Certain operating leases contain provisions for scheduled rental increases and are renewable at the option of
the Commission.

Future minimum rental payments, to entities outside the State reporting entity, on noncancellable leases with
original terms of one year or more are scheduled as follows for the year ending June 30:

Operating
leases

2006
2007
2008

$ 347,414
70,896
4,042

Rental expenses under all operating leases including those on month-to-month terms totaled approximately
$815,000 and $866,000 for the year ended June 30,2005 and 2004, respectively. This includes $65,739 and $84,669
of vehicle rental expense to the State Fleet management.
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NOTE 9 - DUE TO EDUCATION LOTTERYACCOUNT

In accordance with the Act, all net proceeds of the Commission are to be transferred to the Education Lottery
Account within the State Treasury. In accordance with the Act, net proceeds consist of all revenue derived from the
sale of lottery game tickets or shares and all other monies derived from the lottery games less operating expenses and
prizes. The following payables resulted from transfers due to the Education Lottery Account at June 30:

Amount payable to the Education Lottery Account, beginning ofyear
Change in net assets subject to transfer

Change in capital assets, net of related debt
Property and equipment, net

Long-term debt

Amount collected for fidelity fund

Amount paid during the year

Amount payable to the Education Lottery Account, end ofyear

2005

$ 18,083,373
277,497,712

295,581,085

3,525,967

(l,232,559)

2,293,408

(53,061)

(276,577,163)

$ 21.244,269

2004

$ 17,818,473
290,131,560

307,950,033

2,935,626

(6,275,052)

(3,339,426)

(40,536)

(286,486,698)

$ 18,083,373

Transfers related to the above payable were made to the Education Lottery Account in July 2005.

NOTE 10 - EMPLOYEE RETIREMENTSYSTEMS

The Commission contributes to the South Carolina Retirement System (SCRS) cost sharing multiple-employer
defined benefit plan administered by the Retirement Division of the State Budget and Control Board.

As established by Title 9-1-480 Code Laws of South Carolina, 1976 (as amended), all eligible persons, except
those specifically excluded, shall become members of the retirement system as a condition of their employment. The
responsibility of the administration of the system is assigned by law to the State Budget & Control Board.

SCRS offers retirement and disability benefits, cost of living adjustments on an ad-hoc basis, life insurance
benefits and survivor benefits. The Plan's provisions are established under Title 9 of the SC Code of Laws.

The following is a recap of the mandated contribution rates for the current fiscal year.

SCRS

Employee contributions
Employer contributions

Retirement
Insurance surcharge
Group life insurance

6% of salary

7.55% of salary
3.25% of salary

.15% of salary

For the years ending June 30, 2005, 2004 and 2003 the Commission contributions to SCRS were $710,153,
$699,039 and $605,768, respectively.

All employer contributions were equal to the required contribution rates for the year. Contributions as a
percentage of statewide contributions were not available for June 30, 2005.

(Continued)
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NOTE 10 - EMPLOYEE RETIREMENT SYSTEMS, Continued

A comprehensive annual financial report containing financial statements and required supplementary
information for the South Carolina Retirement System is issued and publicly available by writing the South Carolina
Retirement System, Post Office Box 11960, Columbia, South Carolina 29211-1960.

NOTE 11 - CONTINGENCIES

The Commission is subject to litigation in the ordinary course of its business. In the opinion of management
and legal counsel, the outcome of such litigation will not have a material impact on the financial position or cash
flows of the Commission for the year ending June 30, 2005.

NOTE 12 -TRANSACTIONS WITH STATE ENTITIES AND RELATED PARTIES

For the year ended June 30, 2005, the Commission had certain transactions with the State and various other
state agencies as follows:

Related Party

South Carolina Department of Revenue

SLED

South Carolina State Treasurer

South Carolina State Treasurer
Comptroller General

South Carolina Budget & Control Board

Prison Industries - Department of
Corrections

South Carolina Department of
Social Services

South Carolina Department of Public
Safety

Amount

$ 6,598,192

316,341

276,577,163

8,316,391
39,258

357,319

6,679

31,525

241,266

$ 292.484,134

-14-

Nature of Transaction

Transfers of state tax withholding, use taxes
and debt setoffs

Security services and fees paid for background
checks on employees and retailers

Transfers of net proceeds and unclaimed
prizes
Transfer of payroll funds for processing
Fees for payroll processing and unemployment

Insurance
Insurance, telephone, printing, miscellaneous

servIces

Recycling services and office furniture

Debt setoffs withheld from prize winnings

Security services
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NOTE 12 -TRANSACTIONS WITH STATE ENTITIES AND RELATED PARTIES, Continued

For the year ended June 30, 2004, the Commission had certain transactions with the State and various other
state agencies as follows:

Related Party

South Carolina Department of Revenue

SLED

South Carolina State Treasurer

South Carolina State Treasurer
Comptroller General

South Carolina Budget & Control Board

Prison Industries - Department of
Corrections

South Carolina Legislative Audit Council
South Carolina Department of

Social Services
South Carolina Department of Public

Safety

Amount

$ 7,670,388

249,208

286,487,698

7,485,998
37,300

168,458

17,654
104,777

28,589

240,110

$ 302.490,180
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Nature of Transaction

Transfers of state tax withholding, use taxes
and debt setoffs

Security services and fees paid for background
checks on employees and retailers

Transfers of net proceeds and unclaimed
prizes

Transfer of payroll funds for processing
Fees for payroll processing and unemployment

insurance
Insurance, telephone, printing, miscellaneous

servIces

Recycling services and office furniture
Audit

Debt setoffs withheld from prize winnings

Security services



Digitized by South Carolina State Library

SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
SUPPLEMENTARY SCHEDULE OF BUSINESS-TYPE

ACTIVITIES FOR THE STATEWIDE CAFR

For the years ended
June 30,

2005 2004

Charges for services $ 960,149,462 $ 953,162,647
Operating grants and contributions 590,010 225,481

Less expenses 683,241,760 663,256,568

Net program revenue 277,497,712 290,131,560

Transfers out to state agencies/funds (279,738,059) (286,751,598)

Change in net assets (2,240,347) 3,379,962

NET ASSETS - BEGINNING 9,188,515 5,808,553

NET ASSETS - ENDING $ 6,948,168 $ 9,188,515
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ElliottDavis
Elliott Davis, LLC
Advisors-CPAs-Consultants
1901 Main Street, Suite 1650
PO. Box 2227
Columbia, SC 29202-2227

Phone 803.256.0002
Fax 803.254.4724

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Thomas L. Wagner, Jr., CPA
State Auditor
State of South Carolina
Columbia, South Carolina

We have audited the financial statements of the South Carolina Education Lottery Commission (the
Commission), a discretely presented component unit of the State of South Carolina (the State), as of and for the years
ended June 30, 2005 and 2004, and have issued our report therein dated August 25,2005. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General ofthe United States.

Internal Control Over Financial Reporting

In planning and performing our audits, we considered the Commission's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide an opinion on the internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material wealrnesses. A material wealrness is a reportable condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low level the risk that
misstatements caused by error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over fmancial reporting and its operation that
we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission's financial statements are free of
material misstatement, we performed tests of compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the audit committee, management of the
Commission and the Office of the State Auditor of South Carolina and is not intended to be and should not be used by
anyone other than these specified parties.

August 25, 2005
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SOUTH CAROLINA EDUCATION LOTTERY COMMISSION
SCHEDULE OF FINDINGS

For the year ended June 30, 2005

SCHEDULE OF AUDITOR'S RESULTS

We have issued an unqualified opinion, dated August 25, 2005 on the financial statements of the Commission as of
and for the year ended June 30, 2005.

Our audit disclosed no instances of noncompliance which are material to the Commission's financial statements.

Our audit disclosed no reportable conditions or material weaknesses relating to the audit of the financial statements.

FINDINGS RELATING TO THE FINANCIAL STATEMENTS

Our audit disclosed no findings which are required to be reported in accordance with Government Auditing Standards.
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