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Mary Taylor, cra

Auditor of State

INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON PROCEDURES

Ohio Lottery Commission
Cuyahoga County

615 West Superior Avenue
Cleveland, Ohio 44113

We have performed the procedures enumerated below, which were agreed to by the Ohio Lottery
Commission (the OLC) and the other member lotteries in the states of California, Georgia, lllinois,
Maryland, Massachusetts, Michigan, New Jersey, New York, Virginia, Texas, and Washington (referred to
as the “Member Lotteries”) who operate Mega Millions, solely to assist the OLC and the Member Lotteries
with respect to the evaluation of the following financial information associated with Mega Millions: The
OLC sales and prize expense for the period April 1, 2008 through March 31, 2009. We followed the
American Institute of Certified Public Accountants’ attestation standards for agreed-upon procedures
engagements and applicable attestation engagement standards included in the Comptroller General of
the United States’ Government Auditing Standards. The sufficiency of these procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose. Our procedures were as follows:

a) We obtained from the OLC the “Draw Activity“ and the “Fixed Prize Analysis” report for the period
April 1, 2008 to March 31, 2009 (attached as Exhibits | and Il respectively). We proved their
mathematical accuracy with no exceptions noted.

b) We randomly selected the following five (5) drawings from the period April 1, 2008 to March 31, 2009
for testing and performed procedures “c”, “d”, and “e” below:

July 4, 2008
October 24, 2008
November 14, 2008
December 16, 2008
January 20, 2009

c) For each drawing selected in step “b” above, we compared the total amount of sales as shown on the
Daily Sales Report produced by the OLC gaming system and the total amount of sales shown on the
related daily sales report produced by the Internal Control System (“ICS”) with the balance listed in
the “Sales” column for the respective drawing on the “Draw Activity” report attached as Exhibit I, and
found them to be in agreement.

d) We calculated the total dollar amount of the low tier prizes for the drawings selected in step “b” above
based on the total number of winners obtained from the OLC gaming system for each prize level and
the prize structure of Mega Million’s low tier prizes (as defined in the Official Game Rules obtained
from the OLC). We compared the calculated expense with the amount listed in the “Actual Fixed
Prizes” column for the respective drawing on the “Draw Activity” report attached as Exhibit |, and
found them to be in agreement.
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www.auditor.state.oh.us



Ohio Lottery Commission

Cuyahoga County

Independent Accountants’ Report on Applying Agreed-Upon Procedures
Page 2

e)

f)

9)

h)

)

For each drawing selected in step “b” above, we compared the amount of sales, actual low tier (fixed)
prizes and share of low tier (fixed) prizes shown on the “Draw Activity” report attached as Exhibit | to
the amounts shown on the applicable Mega Million Prize Settlement Reports obtained from the OLC
and, found them to be in agreement.

We selected two months (August 2008 and March 2009) and obtained the “Expired Prize Settlement
Report” distributed by the Virginia Lottery. For the two months selected, we obtained from the OLC
Internal Control System (ICS) the actual fixed prizes awarded and the prizes unclaimed. We agreed
the ICS data to the data reported by the Virginia Lottery for each draw of the selected months and
found them to be in agreement.

We compared the amounts shown as the total of the actual fixed prizes and the total of the share of
fixed prizes on the “Draw Activity” report attached as Exhibit | to the applicable amounts shown on the
“Fixed Prize Analysis” report attached as Exhibit I, and found them to be in agreement.

For each amount listed in the “Annuitized Jackpot” or “Cash Options” column on the “Draw Activity”
report attached as Exhibit |, we compared the “Annuitized Jackpot” or “Cash Options” amounts, as
applicable, to the OLC cash disbursement subsidiary records which summarize the funds disbursed
to the prize winner or the broker from which the jackpot annuities were purchased and found them to
be in agreement.

For the investment purchases associated with jackpot prizes during the period from April 1, 2008 to
March 31, 2009:

e We obtained broker confirmations and verified that investments were funded solely through the
purchase of United States Government STRIP bonds.

o We obtained and reviewed bid sheets and supporting documentation, and verified that the
investments were purchased through a competitive bidding practice involving a minimum of three
primary brokerage firms.

e We obtained the Security Purchase Report which lists the results of the purchase, including the
annuity factor for the non-winning bidders. We found this report to be in agreement with the OLC
bid sheets.

We compared the total of the annual transfers by the OLC to the Virginia Lottery for settlement of the
fixed prize liability as shown in the cash receipts/disbursement subsidiary records obtained from the
OLC to the amount listed in the “Transfers” column on the “Fixed Prize Analysis” report attached as
Exhibit Il and found them to be in agreement.

We compared the balance listed in the OLC receivable or payable as of March 31, 2009 for the low
tier (fixed) prizes as shown on the “Fixed Prize Analysis” report attached as Exhibit 1l to Mega Million
Prize Settlement Report as of March 31, 2009, and found them to be in agreement.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the OLC sales and prize expense for the period April 1, 2008 through March
31, 2009. Accordingly, we do not express such an opinion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.
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This report is intended solely for the use of the Ohio Lottery Commission and Member Lotteries, and is
not intended to be and should not be used by anyone other than these specified parties.

Mary Taylor, CPA
Auditor of State
November 13, 2009

Exhibit | — Draw Activity
Exhibit Il — Fixed Prize Analysis
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OHIO LOTTERY COMMISSION MEGA MILLIONS

CUYAHOGA COUNTY

CLERK’S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

desan Poabbitt

CLERK OF THE BUREAU

CERTIFIED
DECEMBER 31, 2009

88 E. Broad St. / Fourth Floor / Columbus, OH 43215-3506
Telephone: (614) 466-4514 (800) 282-0370 Fax: (614) 466-4490
www.auditor.state.oh.us
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