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Message From the Director
I am pleased to present the West Virginia Lottery 
Comprehensive Annual Financial Report for the 
fiscal year ending June 30, 2017 to the Honorable 
Jim Justice, Governor; Dave Hardy, Cabinet 
Secretary, Department of Revenue; and the West 
Virginia Legislature. Our mission to operate 
responsibly with the highest standards of integrity 
and security have, despite the evolving landscape of 
the gaming industry, helped to provide a continued 
revenue stream for programs that benefit the 
citizens of West Virginia for more than 31 years.

The Lottery was created in April 1985 pursuant to 
authority granted by the West Virginia Legislature 
and gaming operations began in January of 1986. 
Since that time, the Lottery has generated more 
than $9.5 billion in gaming revenue for the State of 
West Virginia with the majority of proceeds going 
to education, seniors and tourism. Education has 
received a total of more than $3.1 billion in net 
lottery profits, while over $1.1 billion has been 
invested in senior services, and in excess of $1 
billion has been invested in the state’s tourism 
industry.

The financial, economic, demographic and 
statistical data contained in this report is intended 
to help provide a framework of understanding of 
the Lottery’s financial performance, and represents 
only the activity for which the West Virginia Lottery 
exercises regulatory authority. Responsibility for 
both the accuracy of the data and the completeness 
and fairness of presentation, including all 
disclosures, rests solely with the Lottery. An 
independent certified public accounting firm has 
audited the financial statements and accompanying 
notes contained in the financial section of this 
report.

Alan Larrick
Director

West Virginia Lottery



West Virginia Lottery Commission
The Commission was created in 1985 to assist and advise the Director of the Lottery and to carry on a continuous study of 
West Virginia Lottery operations throughout the state. Members are appointed by the Governor with the approval of the 
Senate. In accordance with state law, the Lottery Commission is required to have seven members comprised of a lawyer, 
a certified public accountant, a computer expert, a marketing specialist, and one member with not less than five years 
experience in law enforcement. An additional two members represent the “public at large.”  No more than four members 
may be from the same political party. Unless filling an unexpired appointment, members serve overlapping terms of five 
years and are eligible for successive appointments to the Commission.

 Kenneth L. Greear, Chairman
Charleston, Computer Expert

William I. Clayton, Vice Chairman
Charleston, Public At Large

Douglas A. Bicksler, CPA
Lewisburg, Certified Public Accountant

Roy E. Shrewsberry II
Beckley, Public At Large

Andrew B. Kniceley
Fairmont, Marketing

William R. Laird IV
Oak Hill, Law Enforcement

Dan A. Marshall
Parkersburg, Attorney
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Lottery Proceeds
The West Virginia Lottery has generated more than $9.5 billion in proceeds for the State of West Virginia since it began 
operations in 1986.

Lottery proceeds benefit the people of West Virginia in many ways. Lottery proceeds are used to help fund new school 
construction, school improvements and the PROMISE Scholarship Program. They also help fund very important senior 
services that improve the quality of life of West Virginia’s senior citizens. Proceeds are also used to help the state’s tourism 
industry and West Virginia Veterans.

Thanks to West Virginia Lottery proceeds, West Virginia has been able to invest more than $3.1 billion in public education, 
over $1.1 billion in senior programs and services, and in excess of $1 billion into the state’s growing tourism industry.

Lottery History
West Virginia voters approved the Lottery Amendment to the State Constitution on November 6, 1984 with 67% voting 
in favor of the amendment. The West Virginia Legislature passed the Lottery Act in April of 1985 and it was signed into 
law that May by Governor Arch A. Moore, Jr.

West Virginia’s first instant tickets were sold on January 9, 1986, with more than 1.5 million tickets distributed to retailers 
to sell on that first day. The West Virginia Lottery’s first and only instant game at that time was “West Virginia Jackpot”, 
and it carried a top prize of $5,000.  By year end, the Lottery closed FY 1986 with sales of more than $53 million with 
West Virginia’s General Revenue Fund receiving $20 million of that total.  

Today, the West Virginia Lottery produces sales of approximately $1.1 billion annually and generates nearly $480 million 
a year for the people of West Virginia. Since its inception, the Lottery has generated more than $9.5 billion in proceeds 
that has helped public education, senior services and the state’s tourism industry. West Virginia Lottery players have also 
won nearly $2.9 billion in prizes. 

West Virginia Lottery proceeds have a direct impact on the quality of life for all West Virginians. The West Virginia 
Legislature uses lottery proceeds to help improve public education at every level of learning through support of the School 
Building Authority, the West Virginia Department of Education, the Higher Education Policy Commission, education 
improvement bonds and the PROMISE Scholarship Program. Lottery proceeds also help the West Virginia Bureau of Senior 
Services provide nutrition programs, in-home care services and many other programs and services for West Virginia’s senior 
citizens. Lottery proceeds also enhance the State’s growing tourism industry and improve West Virginia’s State Parks.

The Lottery sells more than 40 different instant games a year as well as offering the popular in-state online drawing games 
of Keno, Daily 3, Daily 4, and Cash 25. Additionally, the Lottery offers the Multi-State Lottery games such as Powerball and 
Mega Millions. The Lottery regulates Limited Video Lottery, Video Lottery and Table Games at the state’s four racetrack 
casinos and the Greenbrier Resort.

Glen Stanley
First $1 Million Winner



Lottery Retailers and Players
The West Virginia Lottery celebrated its 31st Anniversary in January 2017.  In the Lottery’s first 31 years, more than $9.5 
billion in lottery proceeds have made critical education, senior services and tourism programs possible. Approximately 
1,500 traditional lottery retailers, nearly 1,400 limited video lottery retailers and the thousands of players who choose 
to play lottery games have helped contribute to the economy of the State of West Virginia.

West Virginia Lottery players won more than $85.3 million in prizes from traditional lottery games during fiscal year 
2017. That includes Martin and Tommy Robinson of Princeton who won $2 million, and Tim Varca of Shinnston who won 
$1 million playing Powerball.

Lottery Headquarters Employees
The West Virginia Lottery began operations in 1986 with a single scratch off game called “West Virginia Jackpot”. By the 
end of that first year, the Lottery had recognized sales of more than $53 million dollars.  Today, the West Virginia Lottery 
regulates and governs several forms of gaming at four racetrack casinos, the Greenbrier Resort as well as video gaming 
parlors statewide. Included are; Traditional Lottery Games, Racetrack Video Lottery, Limited Video Lottery and Table 
Games, realizing sales of nearly $1.1 billion in fiscal year 2017.

The Lottery owes much of its success to a dedicated and diverse team of professional employees performing a variety 
of key roles. Thanks to these employees, and those who served before them, the West Virginia Lottery has been able to 
exceed the $1 billion mark in sales for 15 consecutive years.
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PHONE:  304-558-0500
1-800-WVA-CASH

P.O. BOX 2067
CHARLESTON, WV  25327

Alan Larrick
Director

www.wvlottery.com

James C. Justice
Governor

Dean W. Patrick, CPA/MBA
Deputy Director of Finance and Administration

Alan Larrick
Director of West Virginia Lottery

December 1, 2017

The Honorable James C. Justice II, Governor
Dave Hardy, Cabinet Secretary, Department of Revenue
Kenneth L. Greear, Chairman, West Virginia Lottery Commission
Members of the West Virginia Lottery Commission

We are pleased to transmit to you the Comprehensive Annual Financial Report of the West Virginia Lottery (the Lottery) 
for the fiscal years ended June 30, 2017 and 2016. This report has been prepared by the Finance and Administration 
Division of the Lottery.  Responsibility for both the accuracy of the financial data and the completeness and fairness of 
presentation, including all disclosures, rests solely with the Lottery. To the best of our knowledge and belief, the enclosed 
data and information are accurate and are reported in a manner designed to present fairly the financial position, results 
of operations, and cash flows of the Lottery. All disclosures necessary to enable the reader to gain an understanding of 
the Lottery’s financial activities have been included.

Presented in this report is information about the Lottery, an agency under the Department of Revenue of the State of 
West Virginia. The State Lottery Act §29-22 was passed in April 1985 by the West Virginia Legislature. The Lottery 
operates as a business enterprise within the framework of State laws, rules and regulations. Its mission is to generate 
revenue to fund programs benefiting education, senior citizens, tourism and such other programs as the Legislature may 
determine. This mission is being performed with the utmost integrity to ensure public confidence.

The Lottery is considered a component unit of the State of West Virginia. This report presents Lottery activity in a 
single enterprise fund; the fund includes all activity for which the West Virginia Lottery Commission exercises oversight 
responsibility. The Lottery has no component units and this report includes only the activity of the Lottery. This report 
does not include data and information related to any other state agency or fund.

This letter of transmittal is designed to be read in conjunction with the complementary information offered in the 
Management’s Discussion and Analysis (MD&A) which can be found immediately following the independent auditor’s 
report.
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Overview
The West Virginia Lottery continues to serve as an important source of revenue for the 
State of West Virginia. The Lottery has generated more than $9.5 billion in proceeds for 
West Virginia since it began operations in 1986. More than $3.1 billion of those proceeds 
have been invested in education, over $1.1 billion in senior programs and services, and in 
excess of $1 billion to the state’s tourism industry. 

In fiscal year 2017, Lottery sales exceeded the $1 billion mark for the 15th consecutive year.  
Despite the challenges posed by growing competition from surrounding states, Lottery 
sales totaled nearly $1.1 billion for the year ending June 30, 2017, and resulted in a cash 
transfer of more than $477 million to the State of West Virginia.

The Lottery continues to regulate several gaming environments and product types. In FY 
2017, these operations provided the following transfers to the State: $241.3 million from 
Racetrack Video Lottery, $174.5 million from Limited Video Lottery, $19.1 million from 
Racetrack Table Games, $1.9 million from the Historic Resort, and $40.2 million from 
Traditional Lottery products.

The Lottery also continues to operate responsibly with the highest standards of integrity 
and security in its operational and regulatory duties. The Lottery regulates several forms 
of gaming including Traditional Lottery Games (Instant Scratch-Off tickets and On-Line 
numbers games such as Powerball® and Mega Millions®); Racetrack Video Lottery (slot 
machines at the state’s racetrack casinos); Limited Video Lottery (slot machines at local 
video bars and taverns); and Table Games which are fully operational at all racetrack 
casinos across the state. In addition, the Lottery continues to regulate casino video lottery 
and table games at The Greenbrier Historic Resort, which serves as the State’s only limited 
gaming facility.

The West Virginia State Budget included $479.6 million in cash transfers from the Lottery.  
These included $69.1 million for senior citizens, $84.2 million for education, $54.7 million 
for tourism, $93 million to the State’s General Fund, $33.1 million to the Infrastructure 
Council, and $116.5 million to other state agencies (including $29 million to the PROMISE 
Scholarship Program).

A total of $27.9 million was also paid to county and local municipalities across the state in 
FY 2017. These distributions are statutory transfers from Racetrack Video Lottery, Limited 
Video Lottery, Table Games and Historic Resort.

Overall sales in FY 2017 were $1.1 billion, and total operating costs were under 2.9 percent.  
Continued fiscal responsibility resulted in the Lottery meeting its obligations to the State and 
generated a surplus in excess of budgeted amounts of $59.3 million, which are available 
for additional legislative appropriations.

3

West Virginia State law mandates that players receive at least 45 percent of total traditional game sales in the form of cash 
prizes; however, this percentage has averaged approximately 50 percent annually since the Lottery’s inception in 1986. In 
FY 2017 Lottery players won a total of $85.3 million in prizes. In addition, traditional lottery operating costs have averaged 
approximately 12 percent, notably less than the 15 percent allowed by law. Licensed Lottery retailers receive a 7 percent 
sales commission on Traditional Lottery products, as well as bonuses based on validation of prizes. Profits from Traditional 
Lottery Games are directed by statutory allocation to state programs and distributed accordingly.

The payout rate for video lottery machines varies by location and game type. In FY 2017, the payout rate averaged 90 
percent, with an established payout range of 80 percent to 99 percent, that is set by statute and approved by the Lottery 
Commission. Profits distributed from Racetrack Video Lottery, The Greenbrier Historic Resort and Limited Video Lottery 
are directed by statutory allocation and legislative budget appropriations. 

State revenues from Table Games are derived from a 35 percent privilege tax rate that is applied to the table “win” and is 
distributed by statutory allocation with the largest portion directed to Excess Lottery Fund.

From 1994 to 2017, $214.7 million of revenue generated by Racetrack Video Lottery was directed to advertising funds for 
the state tourism industry through a matching grants program established with the West Virginia Division of Tourism. In FY 
2017, the Lottery contributed $5.7 million to the Division of Tourism. In addition, Lottery revenue appropriated by the West 
Virginia Legislature from other gaming sources to the Division of Tourism totaled $8.1 million. With additional appropriations 
for the Division of Natural Resources and the State Park Improvement Fund, the cash transfers used in enhancing the state’s 
tourism industry was $14.3 million.

Legislation was passed to provide Lottery revenue from a special instant ticket game to help support funding for West 
Virginia veterans in FY 2000. This special initiative has generated up to $1 million each year to support a skilled nursing 
facility and a cemetery for West Virginia’s veterans. In FY 2017, a total of $630,106 was generated to support these facilities.

In addition to Traditional Lottery dollars, West Virginia seniors also benefit from the license fees for Table Games which 
are directly deposited to the Bureau of Senior Services. In FY 2017, deposits to in-home health care services for seniors 
totaled $10 million from Racetrack Table Games and $500,000 from The Greenbrier Historic Resort. Those amounts are 
in addition to Legislative appropriations to senior services and programs that come from Lottery proceeds. Overall, West 
Virginia senior citizens benefited from an estimated $69.1 million in Lottery revenue in FY 2017.

West Virginia students, who qualify academically, also benefit from Lottery dollars through the PROMISE Scholarship 
Program. Revenue from Limited Video Lottery provided $29 million to in-state higher education for high school graduates 
who chose to further their education at an in-state college or university and met the academic requirements. Since 2002, 
the West Virginia Lottery has provided $399.5 million to the PROMISE Scholarship Program.
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Economic Outlook
The U.S. economy has experienced moderate growth since the economic downturn, 
with expansion expected to continue into the coming year. This expansion is 
supported by improvements in the labor market and growth in Gross Domestic 
Product (GDP)1 and the value of exports. West Virginia is continuing to recover 
from the energy sector collapse in 2012. Growth in West Virginia exports, 
particularly non-manufacturing exports, and some potential gains associated 
with possible federal tax cuts could provide additional economic capacity in 2018. 

The U.S. Bureau of Economic Analysis (BEA) reported annual average growth 
in GDP across all industries of roughly 4 percent from 2010 to 2016. This 
improvement was largely driven by the construction, accommodation and food 
services, professional and business services, and transportation and warehousing 
sectors. Despite these gains, the mining sector experienced an annual average 
decline in GDP of 3.4 percent from 2010 to 2016, primarily influenced by 
weakened energy prices and production in 2015 and 2016. The only other sector 
to experience decline during this timeframe, agriculture, forestry, fishing, and 
hunting, experienced a total decline of 0.2 percent from 2010 to 2016.

Nationally, the manufacturing sector exhibited annual average GDP growth of 3.1 
percent, according to the BEA, driven by annual average growth of 4.0 percent in 
durable goods manufacturing, compared to a 2.2 percent per year average increase 
in non-durable goods GDP from 2010 to 2016. According to the U.S. International 
Trade Administration, the value of U.S. exports of manufacturing goods increased 
2.5 percent per year on average from 2010 to 2016. Comparatively, the value 
of non-manufacturing exports increased 0.9 percent per year on average. The 
International Trade Administration noted year-over-year declines in the value of 
manufacturing exports in 2015 and 2016, indicating some weakening in the sector. 
The data indicate these declines are primarily driven by the value of non-durable 
manufactures. According to the U.S. Census Bureau, the deficit of U.S. trade in 
goods and services remains volatile but has generally exhibited some improvement 
since 2006. In the last decade, the value of goods and services exports has grown 
by nearly twice the rate as the value of imports.

According to the BEA, total U.S. employment rose by an annual average of 2.0 
percent from 2010 to 2016, equating to roughly 20.6 million additional full- and 
part-time employees. This increase is largely attributed to employment gains in the 
health care and social assistance and accommodation and food services sectors, 
which contributed approximately 25.6 percent of additional employment over 
this period. Other top contributors include professional, scientific, and technical 
services and retail trade sectors. Sectors experiencing the largest employment 
losses included governments and telecommunications, which cumulatively lost 
approximately 470,000 employees. 

The U.S. Bureau of Labor Statistics (BLS) reported the September 2017 
unemployment rate to be 4.2 percent, the lowest level since prior to the economic 
recession. Monthly unemployment during the recession peaked at 10 percent in 
October 2009. Improvements in the labor market are contributing to nationwide 
average annual increases in personal consumption expenditures and personal 
income of 4.3 percent and 4.6 percent, respectively, from 2010 to 2016.

At the state level, the West Virginia economy has grown at a slower pace than the 
U.S., gaining an average of 1.5 percent per year in GDP across all industries from 
2010 to 2016. Year-over-year GDP gains across all industries in the State have 
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slowed during this period, with year-over-year changes in 
2015 and 2016 trending slightly negative. Sectors exhibiting 
the largest gains include accommodations and food services, 
administrative and waste management services, and health 
care and social assistance. The arts, entertainment, and 
recreation sector experienced the largest decline in GDP, 
falling by an average of 2.4 percent per year. Despite strong 
year-over-year gains in 2011, 2013, and 2014, GDP in the 
natural resources and mining sector fell by an annual average 
of 2.2 percent from 2010 to 2016. Reductions in natural 
resources prices and production contributed to this decline.

GDP in the West Virginia manufacturing sector grew by an 
annual average of 2.2 percent from 2010 to 2016, driven 
primarily by growth in durable goods manufacturing. Key 
subsectors contributing to this growth from 2010 to 2015  
include the manufacture of motor vehicles and related 
parts and primary metals manufacturing. By comparison, 
nondurable goods manufacturing increased by an average of 
1.1 percent per year, driven primarily by petroleum and coal 
products manufacturing, which increased by 11.3 percent 
per year on average from 2010 to 2015.

Despite moderate increases in manufacturing GDP, 
International Trade Administration data indicate that the 
value of West Virginia manufacturing exports increased by 
an average of 0.4 percent from 2010 to 2016. The value of 
West Virginia non-manufacturing exports fell by an average 
of 8.8 percent per year. While the value of oil and gas exports 
experienced an increase of roughly 3.9 percent per year on 
average, the value of minerals and ores exports declined by 
9.1 percent. Overall, the total value of West Virginia exports 
fell by an average of 3.6 percent per year from 2010 to 2016. 
State economic growth accelerated in 2017, however, due 
largely to surges in exports. U.S. Census Bureau data indicate 
that the 12-month trailing trend of the value of foreign 
non-manufacturing goods exports is up 163 percent from 
October 2016 to August 2017.

A slower state economy has contributed to other impacts, 
including employment levels. According to the BEA, total 
full- and part-time employment in West Virginia fell by an 
average of 0.1 percent per year from 2010 to 2016, equating 
to roughly 7,200 full- and part-time jobs. This negative 
employment trend was largely influenced by employment 
reductions in the mining, government, and construction 
sectors. Employment in the health care and social assistance 
sector increased by roughly 0.7 percent per year on average, 
adding nearly 5,000 full- and part-time jobs from 2010 
to 2016. Employment in the accommodations and food 
services sector increase by 1 percent per year on average, 
adding nearly 4,200 jobs during this period. The preliminary 
September 2017 unemployment rate for West Virginia was 

Written by Mark Muchow, Deputy Cabinet Secretary, Department 
of Revenue

5.1 percent, according to the BLS. Statewide, the rate fell 
0.8 percentage points year-over-year, indicating continued 
post-recession improvement. Modest employment growth 
is expected in 2018.

Statewide personal consumption expenditures increased 
by 3.0 percent per year on average from 2010 to 2016, 
driven primarily by increased expenditures for services, 
including food, accommodations, and health care. Annual 
average expenditures on goods increased approximately 
1.9 percent, driven largely by expenditures for motor 
vehicles and parts. Personal consumption expenditures for 
gasoline and other energy goods fell by 3.1 percent per year 
on average, largely due to falling prices for motor fuel and 
energy in 2015 and 2016. Year-over-year changes across all 
expenditures suggest some slowing in consumption, which 
could be indicative of cautious consumer confidence in light 
of recent reductions in employment.   

West Virginia personal income increased by an average of 
2.1 percent from 2010 to 2016, roughly 2.5 percentage 
points lower than the U.S. average. BEA data indicate that 
the rate of growth for personal income in the State is slowing. 
In addition, disposable income in West Virginia increased 
by an annual average of 1.9 percent from 2010 to 2016, 
compared to 4.1 percent per year on average at the national 
level. During this period, West Virginia has experienced 
a population decline of roughly 1.2 percent while the U.S. 
population has increased 4.5 percent. As of 2016, West 
Virginia per capita income was roughly 76.6 percent of U.S. 
per capita income.

Recent trends indicate that the West Virginia economy has 
experienced a period of growth over the last year. Natural 
resource production and prices have generally improved, 
the statewide unemployment rate is trending downward, 
and the value of non-manufacturing goods exports are 
increasing. Employment growth, however, remains fairly 
stagnant, contributing to slower growth in key General 
Revenue sources in FY2018 to date and cautious gains in 
personal consumption expenditures. Sluggish employment 
may be improved in the coming year as planned natural gas 
pipeline construction begins and highway construction and 
maintenance projects inject road bond improvement monies 
into the economy.

1As of the time of this writing, 2016 GDP data was not available for all 
subsectors in West Virginia.
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Lottery Products
The West Virginia Lottery currently provides players the opportunity to participate in a variety 
of 11 games: 

INSTANT games  the Lottery’s first type of game, were introduced in January 1986. There are 
different ways to win in an instant or “scratch” game including matching three like dollar amounts, 
symbols or letters, or adding up numbers to a specified total. If the correct combination appears, 
the player becomes an “instant winner” without having to wait for the results of a drawing. The 
instant game offers a wide variety of game themes. During fiscal year 2017, there were 48 new 
games introduced. Instant games provided approximately 8.7 percent of total fiscal year 2017 
sales at 1,482 retail locations.

DAILY 3 is an on-line game introduced in February of 1987. Players choose three numbers from 
0 to 9 for prizes ranging from $40 to $500. Drawings are held six nights a week.

DAILY 4 is an on-line game also introduced in February of 1987. Players choose four numbers 
from 0 to 9 for prizes ranging from $100 to $5,000. Drawings are held six nights a week.

CASH 25 is an on-line game, which was introduced in February 1990. Players pick six numbers 
between 1 and 25 for a chance to win cash prizes ranging from $1 to $25,000. Drawings are held 
every Monday, Tuesday, Thursday and Friday.

POWERBALL® is an on-line game jointly operated by 44 state lotteries, the District of Columbia, 
Puerto Rico and the U.S. Virgin Islands, who are members of the Multi-State Lottery Association 
(MUSL) or the Mega Millions® Group. This game was introduced in April 1992, revised in 
November 1997, October 2002, August 2005, January 2013, and October 4, 2015. Beginning 
March 2001, Powerball® added a feature called Power Play®, where winnings, other than the 
jackpot, can be multiplied from a random number drawn between 2 and 5.  The game was expanded 
to new jurisdiction beginning January 31, 2010, when both Powerball® and Mega Millions® 
began cross-selling in most jurisdictions. January 12, 2013, the matrix changed to “5 of 59” for 
the first set and “1 of 35” for the second set. Also, the price point increased to $2 per play plus $1 
for Power Play® where a multiplier was no longer used and the prizes are now set dollar values.  
October 4, 2015, the matrix changed to “5 of 69” for the first set and “1 of 26” for the second set.  
When playing the Power Play® option the match 5+0 prize becomes $2 million and all lower prizes 
can be multiplied from a random number drawn between 2 and 5 and a 10x option was added if 
the jackpot is $150 million or less. The jackpots are paid either in a cash lump sum equal to the 
present value of the annuitized amount or over 30 years with a guaranteed minimum jackpot of 
$40 million. The jackpot increases each drawing if no winning ticket has matched the first set of 
5 numbers and matched the “Powerball®” number of the second set. Powerball® offers eight 
secondary prizes of fixed amounts ranging from $4 to $1,000,000. Drawings are held twice 
weekly on Wednesday and Saturday. Powerball® sales are approximately 3.2 percent of total 
2017 sales at 1,482 retail locations.

MEGA MILLIONS® is an on-line game jointly operated by 44 state lotteries, the District of 
Columbia and the U.S. Virgin Islands, with members belonging to the same groups that operate 
Powerball®. The game was introduced on August 31, 1996 as the Big Game. The first drawing 
took place on September 6, 1996, with six states participating: Georgia, Illinois, Maryland, 
Massachusetts, Michigan and Virginia. The West Virginia Lottery and 22 other states began 
selling Mega Millions® January 31, 2010 in a cross-selling agreement. The game is similar to 
Powerball®, in play and jackpots. The matrix is “5 of 56” for the first set and “1 of 46” for the 
second set.  October 19, 2013, the matrix changed to “5 of 75” for the first set and “1 of 15” for 
the second set. A feature called Megaplier® was added where winnings can be multiplied from a 
random number drawn between 2 and 5. The jackpots are paid either in a cash lump sum equal to 
the present value of the annuitized amount or over 30 years with a guaranteed minimum jackpot 
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of $15 million. Mega Millions® offers eight secondary prizes of fixed amounts ranging from $1 to 
$1,000,000. Drawings are held twice weekly on Tuesday and Friday. Mega Millions® sells at 1,482 
retail locations.

HOT LOTTO® is an on-line game jointly operated by 14 states and the District of Columbia who are 
members of MUSL. This game was introduced in April 2002 and revised May 2013 with drawings 
on Wednesday and Saturday. Players choose five numbers from 1 of 47 in the “Pick 5” area and one 
number from 1 of 19 in the “Hot Ball” area. When adding the Hot Lotto Sizzler®, you can triple your 
prizes (except the jackpot). Jackpots start at a guaranteed $1 million in cash and will increase by a 
minimum of $50,000 cash each time the jackpot is not won.  Plus, jackpot winners will collectively 
receive no less than the advertised jackpot amount. Hot Lotto® offers eight secondary prizes of 
fixed amounts ranging from $2 to $30,000.

KENO BONUS is a game restricted to lottery retailers with specific types of West Virginia Alcohol 
Beverage Control Administration licenses and was introduced in December 1992. The player selects 
from 1 to 10 numbers and the Lottery computer randomly picks 20 numbers between 1 and 80. 
With the Keno Bonus multiplier option, players have a chance to increase their winnings. Drawings 
are held every five minutes from 5:05 a.m. through 2:45 a.m. The winning numbers are displayed 
on monitors at 255 Travel Keno locations.

RACETRACK VIDEO LOTTERY games were implemented in 1994 when the West Virginia 
Legislature passed the Racetrack Video Lottery Act, making video lottery terminals available to 
the four racetracks in the state subject to passage of local referendums. In September 1994, three 
racetracks (Mountaineer Casino Racetrack & Resort, Wheeling Island Hotel, Casino & Racetrack, 
and Mardi Gras Casino & Resort) began operating with 1,200 video lottery machines. A fourth 
racetrack (Hollywood Casino at Charles Town Races) began video gaming in September 1997.  Games 
offered are poker, blackjack, keno, and spinning reel types. Effective June 1999, legislative action 
has allowed mechanical reel coin drop machines. As of June 30, 2017, the West Virginia Lottery 
Commission had an average of 6,109 terminals available for play at the four racetracks in the state. 
Racetrack Video Lottery sales were 48.3 percent of total 2017 sales.

LIMITED VIDEO LOTTERY games were approved by the Legislature in April 2001. The legislation 
provides up to 9,000 video lottery terminals to be placed in retailer locations with specific types of 
West Virginia Alcohol Beverage Control Administration licenses. The first terminals were enabled 
for play on December 17, 2001. A total of 6,236 terminals were operating at licensed retail locations 
throughout the state as of June 30, 2017. Limited video lottery sales were 32.2 percent of total 
2017 sales at 1,325 operating retailer locations.

TABLE GAMES were implemented in fiscal year 2008 when the West Virginia Legislature passed 
the Racetrack Table Games Act, making table games available to the four racetracks in the state 
subject to passage of local referendums. In October 2007, two racetracks (Mountaineer Casino 
Racetrack & Resort and Wheeling Island Hotel, Casino & Racetrack) began operating with poker 
tables only and added full table games in December 2007. In August 2008, a third racetrack (Mardi 
Gras Casino & Resort) began operating with poker tables only and added full table games in October 
2008.  The fourth racetrack (Hollywood Casino at Charles Town Races) began operating full table 
games on July 1, 2010. Games offered are Poker, Blackjack, Caribbean Stud, Craps, Roulette, Three 
and Four Card Poker, and other miscellaneous games. Racetrack Table Games sales were 3.6 percent 
of total 2017 sales.

HISTORIC RESORT implemented video lottery and table games in fiscal year 2010 when the West 
Virginia Legislature passed the Casino Act, which also required the passage of local referendum. In 
October 2009, The Greenbrier began operating both video lottery and table games. Table Games 
offered are Blackjack, Roulette and Three Card Poker.
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Accomplishments
•	 Lottery sales exceeded the $1 billion mark for the 15th consecutive year in FY 2017. Lottery sales totaled nearly 

$1.1 billion for the year ending June 30, 2017, and resulted in a cash transfer of more than $477 million to the State 
of West Virginia.

•	 The conversion process to replace the current video lottery central monitoring and control system began this fiscal 
year. Scientific Games Corporation was awarded the contract and the company’s latest central monitoring and control 
system, Connexus™ will replace the Scientific Games AEGIS™ video system. The new system will operate and control 
both limited video lottery at 1,325 retailers and video lottery at the state’s casinos.

•	 The Lottery’s Request for Quotation (RFQ) for a comprehensive advertising contract that includes agency support in a 
variety of marketing and advertising aspects was released. Digital Relativity, a marketing agency based in Fayetteville 
was awarded the bid. Digital Relativity began work in January 2017.

•	 The Lottery’s Request for Quotation (RFQ) for an instant game printing services contract was released.  IGT Global 
Solutions Corporation was awarded the bid and production under this new contract began May 2017.

•	 The Lottery’s Request for Proposal (RFP) for its traditional gaming system and services contract was released in 
2017. The conversion will include a new player convenience app for mobile phone users, along with other gaming 
and technological advances. 

•	 The West Virginia Lottery was awarded the Certificate of Achievement for Excellence in Financial Reporting by the 
Government Finance Officers Association of the United States and Canada (GFOA) for its comprehensive annual 
financial report for the 20th consecutive year.

•	 West Virginia residents continued to become millionaires in FY 2017 with five $1 million or more cash prize wins 
from the Lottery’s top-selling jackpot games – Powerball® and Mega Millions®.

Financial Information
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ENTERPRISE OPERATIONS 
The West Virginia Lottery operating activities include sales of instant and on-line tickets, the regulation of video lottery and 
table game operations to the general public and the related supporting functions: personnel, finance and administration, 
video, marketing, security, table games and licensing. No general government functions or operations are managed by 
the Lottery or included in this report. Sales in fiscal year 2017 decreased 5.0 percent to $1.080 billion from $1.137 billion 
in fiscal year 2016. Distributions to the State of West Virginia decreased 4.8 percent from $501.3 million in fiscal year 
2016 to $477.1 million in fiscal year 2017.

ACCOUNTING SYSTEM AND POLICIES
The West Virginia Lottery operates as an enterprise fund that, like a private business, utilize the full accrual basis of 
accounting in accordance with accounting principles generally accepted in the United States of America.

BUDGETARY CONTROLS
The Lottery’s budgeted funds are the State Lottery Fund and State Excess Lottery Fund. Budgetary control for these funds 
are addressed through their enabling legislations, which provide specific limitations on operating and administrative 
expenses. For budgetary purposes, the State Lottery and Excess Lottery Funds are classified as non-appropriated special 
revenue funds and do not have a legally adopted budget. An estimate of expected expenditures is filed annually with the 
Budget Division of the Department of Revenue and is monitored throughout the year by this Division. In addition, Lottery 
financial management staff monitors actual expenditures for compliance with operational requirements and compliance 
with lottery statutes.

INTERNAL CONTROL ENVIRONMENT
Management of the Lottery is responsible for establishing and maintaining internal controls whose cost does not exceed 
the benefits to be derived, but whose objective is to provide reasonable, rather than absolute assurance, that assets 
are protected from loss, theft, or misuse, transactions are executed in accordance with management’s authorization 
and recorded properly to permit the preparation of financial statements that are free of material misstatement and in 
conformity with generally accepted accounting principles. Internal control is also designed to reduce, to an acceptable 
level, the risk that errors or irregularities in amounts that would be material in relation to the financial statements may 
occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. 
Management believes that the Lottery’s internal control meets the above objectives. 

To enhance controls over accounting procedures, the Lottery has segregated the following functions: personnel, payroll, 
purchasing, accounts payable, accounts receivable and general ledger accounting. Data input and processing are separate 
from system programming with management providing approval and oversight. In addition, an internal auditor reviews 
all areas of Lottery operations and reports to the Finance and Audit Committee of the Lottery Commission. 

Since the Lottery manages a valuable ticket inventory and controls the disbursement of prizes, the following steps are 
taken to ensure the operations remain secure and meet the highest ethical standards:

• Hiring specialized security and law enforcement staff
• Maintaining secure Lottery facilities and limiting access 
• Performing background checks on retailers, contractors and Lottery employees
• Printing lottery tickets with special inks, dyes and security codes
• Providing detailed procedures for random on-line drawings
• Hiring an independent CPA firm to witness the drawings
• Providing a variety of access and other controls to all computer systems
• Providing operating policies and procedures

The Lottery currently has 171 employees; the majority of the staff is located at Lottery headquarters. The drawing studio is 
located at the broadcast facility of the television station in Charleston, West Virginia, which produces the nightly drawings.
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Financial Information
GFOA CERTIFICATE OF ACHIEVEMENT
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a Certificate of 
Achievement for Excellence in Financial Reporting to the West Virginia Lottery for its comprehensive annual financial 
report for the fiscal year ended June 30, 2016. This was the 20th consecutive year that the West Virginia Lottery has 
achieved this prestigious award.  In order to be awarded a Certificate of Achievement, a government must publish an 
easily readable and efficiently organized comprehensive annual financial report. This report must satisfy both generally 
accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current comprehensive annual 
financial report continues to meet the Certificate of Achievement Program’s requirements and we are submitting it to 
the GFOA to determine its eligibility for another certificate.

FUTURE PROJECTS
•	 The conversion to Scientific Games Corporation’s new video lottery central monitoring and control system, Connexus™ 

video system will be completed in FY 2018. The term of the contract is 10 years with one-year extension options and 
the system will operate and control both limited video lottery and video lottery at the casinos throughout the State.

•	 The conversion process to replace the current traditional gaming system is scheduled to begin in the first quarter of 
fiscal 2018.   IGT Global Solutions Corporation was awarded the contract and the company’s latest system, Aurora, will 
replace the GTECH Enterprise gaming system. The term of the contract is 7 years with 3 one year extension options.  
The new system and equipment is slated to go live on July 1, 2019.

INDEPENDENT AUDIT
West Virginia statutes require an annual audit by an independent certified public accountant. The independent auditors’ 
opinion on the Lottery’s financial statements is included in the financial section of this report.

ACKNOWLEDGEMENTS
This report demonstrates the collaborative efforts of the Finance and Administration Division and Marketing Division of 
the West Virginia Lottery. We appreciate the contributions of this year’s project team comprised of Mara Dawson, Games 
Accounting Manager/Project Coordinator; Michael Thaxton, Product Development Manager; Jennifer Miller, Product 
Development Assistant; Mike Ross, Advertising Manager; Sara Harpold, Advertising Manager; Kayla Brown-Gidordano, 
Corporate Accounts and Contract Compliance Manager; and Randy Burnside, Public Relations. We could not have 
successfully completed this report without their efficient and dedicated services. The Lottery continues its commitment 
to providing thorough and relevant financial information to the public.

This comprehensive annual financial report reflects our commitment to maintain the highest standards of accountability 
while working to maintain public trust through ethics and integrity. The Lottery also extends its sincere gratitude to 
Commission Chairman Kenneth L. Greear and the members of the West Virginia Lottery Commission for their diligence 
to the law in operating the Lottery in a professional and forward-thinking manner.
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INDEPENDENT AUDITOR’S REPORT

To the Members of the
West Virginia Lottery Commission
Charleston, West Virginia

Report on the Financial Statements

We have audited the accompanying financial statements of the West Virginia Lottery (the Lottery), a
component unit of the State of West Virginia, as of and for the years ended June 30, 2017 and 2016, and the 
related notes to the financial statements, which collectively comprise the Lottery’s basic financial statements 
as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

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.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and 
fair presentation of the financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of significant accounting estimates made by management, 
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the West Virginia Lottery, as of June 30, 2017 and 2016, and the changes in its financial 
position and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America.
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This section of the West Virginia Lottery’s comprehensive annual financial report depicts charts and graphs to aid in 
understanding the information presented in the financial statements and note disclosures about the Lottery’s overall 
financial health.
 

FINANCIAL TRENDS/REVENUE CAPACITY
The accompanying schedules, depicting financial and revenue trends, contain information to help the reader understand 
how the financial performance and well-being have changed over time and how the Lottery assesses its most significant 
revenue sources; traditional instant and on-line games, the video lottery segment and table games. The continued expansion 
of venues that offer a variety of gaming options has sustained revenues for the Lottery.   

DEMOGRAPHIC AND ECONOMIC INFORMATION
The accompanying schedules, depicting demographic and other economic relationships, offer indicators to help the reader 
understand the environment within which the Lottery’s financial activities take place. Indexes such as player income 
distribution, per capita income and competitive revenues generated by other lottery systems are relevant in assessing 
the Lottery’s performance. 

OPERATING INFORMATION
There are many factors that impact the level of demand for Lottery products. For our on-line games, the sizes of the 
publicized jackpots drive the sales level. As an example, a Powerball® jackpot of $200 million will generate more sales 
than a jackpot of $40 million. For our instant ticket games, the level of demand is impacted by many factors such as game 
themes, play-styles, price points and prize payouts. Racetrack Video Lottery and Table Games sales are largely driven by 
tourism. Weekends and holidays generate higher sales than weekdays. Limited Video Lottery sales are seasonally affected.  
Cold months tend to generate higher sales than warmer months. In an effort to minimize the effect of these nuances, the 
accompanying schedules contain information by year and game type to help the reader understand how the Lottery’s 
financial performance and overall growth have trended. 

Source: Unless otherwise noted, the information in these schedules is derived from the comprehensive financial reports or the audited 
financial statements for the relevant year.
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West Virginia Lottery

Expenses, Distributions and Net Income
Last Ten Fiscal Years

Sales by Product and Other Revenues
Last Ten Fiscal Years
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West Virginia Lottery
Sales by Product Line
Last Ten Fiscal Years

(000’s)

West Virginia Lottery
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Sales by Product Line
Last Ten Fiscal Years

(000’s)
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West Virginia Lottery
Sales by Product Line
Last Ten Fiscal Years

(000’s)

West Virginia Lottery
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Total Revenue $13,349,144,256
Last Ten Fiscal Years
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West Virginia Lottery
Daily Averages

Last Ten Fiscal Years

West Virgnia Lottery
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Expenses and Nonoperating Distributions
Last Ten Fiscal Years
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West Virginia Lottery
Total Expenses and Nonoperating Distributions $13,336,204,398

Last Ten Fiscal Years

West Virginia Lottery
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Total Net Position
(in 000’s)
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West Virginia Lottery
U.S. Lotteries Unaudited Sales for Fiscal Year 2016

Includes Video Lottery Terminal (VLT) Sales
($ millions)

West Virginia Lottery
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U.S. Lotteries Unaudited Sales for Fiscal Year 2017
Includes Video Lottery Terminal (VLT) Sales

($ millions)

Sales Profit Population Sales/Capita
Arizona $852.00 $198.17 6.9 $123.48
Arkansas $449.14 $85.16 3.0 $149.71
California $6,233.47 $1,545.53 39.3 $158.61
Colorado $555.33 $133.47 5.5 $100.97
Connecticut $1,216.26 $332.30 3.6 $337.85
Delaware1,2 $624.49 $205.67 0.7 $892.13
District of Columbia (9/30) $218.72 $45.60 1.0 $218.72
Florida $6,156.48 $1,656.35 20.6 $298.86
Georgia $4,528.95 $1,101.06 10.3 $439.70
Idaho $239.93 $48.50 1.7 $141.14
Illinois $2,846.17 $723.24 12.8 $222.36
Indiana $1,213.08 $288.04 6.6 $183.80
Iowa $352.24 $80.77 3.1 $113.63
Kansas $258.03 $75.26 2.9 $88.98
Kentucky $1,000.50 $248.57 4.4 $227.39
Louisiana $454.97 $159.19 4.7 $96.80
Maine $265.95 $58.66 1.3 $204.58
Maryland 1,2 $3,352.49 $1,040.23 6.0 $558.75
Massachusetts $5,084.78 $1,039.70 6.8 $747.76
Michigan (9/30) $3,329.80 $924.69 9.9 $336.34
Minnesota $563.50 $139.16 5.5 $102.46
Missouri $1,342.67 $291.58 6.1 $220.11
Montana $52.71 $9.22 1.0 $52.71
Nebraska $173.82 $41.28 1.9 $91.48
New Hampshire $299.15 $76.12 1.3 $230.12
New Jersey $3,186.91 $994.00 8.9 $358.08
New Mexico $126.04 $37.84 2.1 $60.02
New York (3/31)1 $9,675.72 $3,267.88 19.7 $491.15
North Carolina $2,428.07 $624.51 10.1 $240.40
North Dakota $27.62 $6.94 0.8 $34.53
Ohio 1 $3,928.35 $1,043.72 11.6 $338.65
Oklahoma $151.50 $53.81 3.9 $38.85
Oregon1 $1,246.30 $662.43 4.1 $303.98
Pennsylvania $4,001.04 $1,045.73 12.8 $312.58
Rhode Island1,2 $872.38 $362.70 1.1 $793.07
South Carolina $1,635.70 $410.53 5.0 $327.14
South Dakota1 $261.70 $118.14 0.9 $290.78
Tennessee $1,611.90 $386.70 6.6 $244.23
Texas (8/31) $5,077.46 $1,333.97 27.9 $181.99
Vermont $122.38 $25.50 0.6 $203.96
Virginia $1,989.87 $558.31 8.4 $236.89
Washington $673.33 $161.90 7.3 $92.24
West Virginia1,2 $1,079.52 $480.43 1.8 $599.73
Wisconsin $602.77 $183.75 5.8 $103.93
Wyoming $25.33 $2.72 0.6 $42.22
Total $80,388.52 $22,309.02 306.9 $11,632.82
2017 data source: NASPL website: www.NASPL.org 1Includes net VLT sales (Cash in less cash out)
Note:  All figures are preliminary 2Includes Table Games (net)

WEST VIRGINIA LOTTERY

($ millions)

U.S. LOTTERIES UNAUDITED SALES FOR FISCAL YEAR 2017
Includes Video Lottery Terminal (VLT) Sales
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West Virginia Lottery
U.S. Lotteries Unaudited Sales for Fiscal Year 2016

Excludes Video Lottery Terminal (VLT) Sales and Table Games
($ millions)

West Virginia Lottery
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U.S. Lotteries Unaudited Sales for Fiscal Year 2017
Excludes Video Lottery Terminal (VLT) Sales and Table Games

($ millions)
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West Virginia Lottery
Number of Employees

State Demographic and Economic Information
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State Demographics
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Player and Population Demographics Player and Population Demographics
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Principal Employers
Current Year and Nine Years Ago

West Virginia Lottery 2017 CAFR Project
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