REVISED
July 1982

A WORKING PAPER

600=12

LOTTERIES AND THE ARTS

The Canadian Experience
1970 to 1980

Research & Evaluation
Canada Council
Aug. 24, 1981







REVISED
July 1982

A WORKING PAPER

600-13

LOTTERIES AND THE ARTS

The Canadian Experience
1970 to 1980

Research & Evaluation
Canada Council
Aug. 24, 1981



"UNIVERSITY LIBRARY |

| Hl'ihrti“+ Alberts

SECE




LOTTERIES AND THE ARTS
The Canadian Experience
1970 to 1230

Table of Conmtents

Introduction
A Brief World Overview
The Great Debate

The Decision: Ten Years After

lal Lotteries & the Mational Accounts
(b} Lotteries & the Average Canadian
ic) Lotteries & Government Revenue
(d} Lotteries & the Corporate Sector

Govemment Operated Lotteries & The Arts
{a} Atlantic Lattery Corporation

Pewfoundland
Prince Edward Island

Nova Scotla
Mew Brunswick

Loto=-0uebes
Cmntario Lottery Corporation
Western Canada Lottery Foundation

Manitaba
Laskatchewsan

Alberta

British Calumbia

Y ukaon

Marthwast Territories

(=] Lato Canada

b, Private Operated Lotteries & The Arts

la) Mewioundland

(&) Prince Edward leland
() Mova Scotia

(d) Mew Brunswick

(=) Quebec

(fy Ontario

(g) Manitoba

(hi Saskatchewan

i1}  Alberta

(3} British Columbia

(k) Yukon

(1Y Morthwest Territories




LOTTERIES AND THE ARTS
The Canadian Experience
1970 10 1930

Table of Contents
{cont'd)

7. Conclmions

fa) Growth & Stability

(b} Accountability

(c}  Use in Support to the Arta
(d) Abuse in Support to the Arts

Footnotes

List of Tables

Lotteries & vhe MNational Accounts

Government & Private Operated Lotterias

Lotteries & Goavernment Revenoe

Government Operated Lotteries

Private Operated Lotieries

Deficit Status of Professional Performing
Arts Companies & Training Institutions

List of Charts

Lotteries In Support to the Arts, by Jurisdiction
Implicit Price Index
Statiztical Svmbois

Appenudices
Chronology of Canadian Lotteries: 1967 wo | 980
Government Operated Lotteren Financial Tables & MNotes
Private Operated Lotteries: Financial Tables & Notes
List of Marketing, Licensing & Program Spokespersons
Lotter les Bibliogranhy




LOTTERIES AND THE ARTS
Introduction

1.01 In March 1980 Research & Evaluation was requested to prepare a research
report concerning lotteries - their growth and stability as well as their use and
abuse in support to the arts. Preliminary research revealed few academic studies
and no published assessment of the Canadian experience. No consolidated and few
compatible financial and other descriptive statistics existed. It also became
apparent that privately operated lotteries were an untouched facet of the overall
question of lotteries and the arts.

1.02 An internal research program was designed to establish basic trends in lottery
support to the arts during the 1970's. A concise record of public developments is
provided in Appendix A. Continuing changes in reporting and business practices of
government lottery corporations, as well as the licencing practices of the provinces
and territories required that financial information be adjusted to the standard
format reported in Appendices B and C, respectively. Information presented in this
report may not, therefore, agree with published financial statements and other
reports.

1.03 The research program required the co-operation of many individuals and
organizations. Thanks are extended to Tony Kerr, Chief, Provincial Section,
Statistics Canada, who made available financial statements for the wvarious
government lottery corporations. Compatible financial tables and notes (Appendix
B) for each government operated lottery were initially developed by Gerald Hinds,
Chartered Accountant. Special thanks are extended to the spokespersons for both
government and privately operated lotteries and for provincial and territorial
licencing authorities. All errors in interpretation remain the responsibility of the
authors, In this regard, the report will, with the approval of the Canada Council,
be distributed to relevant authorities for review and comment (Appendix D).
Responses will be assessed and incorporated in a future addendum.

1.04 The report embraces many fields including accounting, economics, law,
private and public finance and administration. It is not an authoritative or
definitive analysis. The research program did not permit complete investigation of
government and privately operated lotteries. Nor did it permit complete
investigation of arts funding. Rather, it focused upon the linkage between lotteries
and the arts. Accordingly many more specific questions may be raised in the minds
of some readers than are answered. For answers the reader should consult: (i}
spokespersons for government and privately operated lotteries as well as provincial
and territorial licencing authorities listed in Appendix Dj (ii) reference works and
authors listed in Appendix E; and/or (iii) the authors of this report.

1.05 Including this Introduction the report consists of seven parts. The second
provides a brief world overview and history of lotteries with emphasis on the
British and American experience. The third part provides a review of the Canadian
experience with emphasis on the debate leading to legalization in 1970. The fourth
part provides a review of lotteries ten years after in 1980 with emphasis on the
growth and magnitude of lotteries. The fifth provides a review of government
operated lotteries and their support to the arts. The sixth provides a review of
privately operated lotteries and their support to the arts. The seventh part
provides conclusions of the authors concerning the stability and accountability of
lotteries as well as their use and abuse in support to the arts.
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Introduction

1.07 There are, however, two additional caveats to this report. The first concerns
the definition of lotteries. In the Oxford Concise Dictionary, a 'lottery' is an
"arrangement for distributing prizes by chance among purchasers of tickets" (1). In
Webster's, a 'lottery’ is "an event or affair whose outcome is or seems to be
determined by chance and/or by drawing lots in which prizes are distributed to
winners among persons buying a chance" (l). In the federal Criminal Code,
however, 'lottery’ is a generic term embracing all games of chance including card
games, ratfles, casinos, bingos, wheels of fortune as well as ticket lotteries.
Government in the 1970's chose to operate only ticket lotteries. However, the non-
profit sector, when licenced by the provinces and territories or, in some cases, by
their municipalities, chose to operate all types of 'lotteries'. Accordingly, the
definition of a lottery is subject to the varying and discretionary definition of
twelve provinces and territories.

1.08 The second caveat concerns the definition of the arts. This report has not
been prepared by artists. The authors' crafts are social scientific - economics and
history. The report concerns only the economic and organizational dimensions of
the arts defined to include professional and amateur activity in Canadian
literature, media, performing and visual arts including the 'fine' crafts, Libraries
are generally excluded unless specific Canadian content is present. Archives,
museums and heritage activities are generally excluded except when conservation
skills and techniques of the 'fine’ visual arts are present. Multicultural activities
are generally excluded. Documentation assembled during the research program,
however, permits estimation of lottery support to these other activities.

1.09 Despite inherent limitations it is hoped that this report will satisfy the

information needs of the Canada Council concerning lotteries and their role in

support to the arts. In addition, it is hoped the report will provide other

researchers with a more extensive basis for the study of a subject of growing
interest and importance to ail Canadians in the 1980's and beyond.

Harry Chartrand
Research Director

John Ruston
Research Officer




LOTTERIES AND THE ARTS
A Brief World Overview

Z.01 Lotteries have a long and checkered history. In ancient Occident, lotteries
were a favourite amusement of the Roman patrician class. In the Far East,
lotteries have existed from time immemorial and continue to flourish today. Most
authorities, however, date lotteries from the ‘Commercial Revolution' of the
Middle Ages when Italian merchants used them to dispose of merchandise, The
first public cash lottery, however, is reported in Bruges (Flanders) in | 466, In 1520
Francis | established lottery offices in Paris and four other French towns. As
Eurnpean rulers recognized their revenue potential [lotteries quickly spread
throughowut Europe during the 16th century and to the European colonies in the 17th
and 18th centuries |2).

2.02 By the mid-19th century, however, lotteries began to [all Irom grace.
Maladministration, overuse, lllegal practices and moral cutrage stamped them az a
disreputable revenue source. Where lotterles fell into disrepute they were either
prohibited or brought under strict state monopoly or licencing regulation. State
lotteries were abolished m Britain in 1826; France in | 836; Sweden in | 840; Bavaria
in 18615 and 3witzerland In 12865 (3), However, some level of lottery activity
continwed, either tolerated by the authorities or illegally within the ‘underwarid’
ECONOMY.

203 In the United Kingdom state |otteries operated between | 56% and 826 when
they were declared unconstitutional. In 1698 an Act of the British Parliament
prohibited all lotteries not authorized by Parllament for stite and public purposies.
In 1753 Parliament authorized s lottery in order to finance the first collecrions of
the Dritish Museum. The lottery raised L300,000, In 1846 Parliament, through the

Arts Unions Act, exempted voluntary arts associations from the general prohibition
and permitted them to operate lotteries for "distributing by chance works of art".
With the notable exception of the arts all lotteries were technically illegal until
1934, Despite the law, however, private, quasi-private and small public iotteries
flourished and were tolerated by the authorities unless a3 complaint was laid er

lraud suspected (4),

2.0¢ In 1612 James | authorized the first [ottery in what would become the United
States of America. Many other British colonies quickly followed this first Virginia
lottery. By the end of the |EBth century lotierles were commonly used in support 1a
education Including such prestigious |nstitutions as Harvard and Columbia
Universities. In addition, they were used to {inance public works such as streets,
buildings, water supplies and fire equipment (3

2.03 During the [230's, however, 10 American states prohibited lotteries as
rregularities became public and as other revenue sources were developed. In 1842
the Congress banned federal lotteries. By 1875, 2& states had abolished lotteries.
By 1&7& the only state operating 4 lottery was Lodisiana. As a result of scandal
surrounding the privately operated Louisizna Lottery the Congress banned lottery
materials from the mails in 1830, and shoctly thersafter prohibited their intersiate
transportation. By 1300, 36 of 3 states had formally prohibited lotteries, some
even amending state constitutions. In effect lotteries were wiped out in the United
States until 1964 (§),

£.06  Widespread abandonment proved temporary, however, 3everal countries in
fact continued lotteries as a regular and relishie revenue source. In 5pain which
nas the largest lottery in the world, Italy and Demmark, lotteries operated
continpously from their introduction between [530 and 1700, Before the Second

-3-
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World War several countries reintroduced lotteries including Sweden in [B%7,
Ireland and France in 1933 and Britain in 1934 (7).

2.07 Since the Second World War there has been a sigruficant revival of national
and state lotteries throughout the world, including the internationally successful
Irish Sweepstakes. In |936 Britain legalized lotteries for charitable, sporting and
other purposes. Licencing was conducted by local government authorities. In 1976
the right ta hold lotteries was extended to local governments as well as other
charitable groups (8}, [n 1964 New Hampshire became the first state to re-
introduce lotteries in the United States. The U.5. government withdrew its ban on
the interstate transportation of lottery materlals in 1979, By mid-1280, 14 states
operated a variety of lottery games.

2.08 Lotteries also operate in Mexico, the Metherlands, Austria, West Germany,
Brazil, Japan, the Soviet Union and most East Bloc countries (9}, In Australia most
states derive a3 substantial share of thelr revenoes Ifrom lotteries. o fact,
Australia has been called the 'home of the lottery' (10). The prevalence of
lotteries is illustrated oy membership In the International Assocliation of State
Lotteries. Founded in Zurich in |956, the association currenily has 36 members
from 6] countries including the four Canadian government operated lottery
corporations |L1). Around the world government operated lotteries are researching
and developing increasingly sophisticated computer retalling and marketing
technologies to extend and expand markets and prafits.
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The Great Debate

3.01 While information is scarce, it would appear that private and public lotteries
operated in New France by the late [7th century. In 1783-84, the British
authorities ran a lottery to construct a new prison for the city of Montreal. A
decade latter Curate Labelle held a lottery for the expansion of a French
settlement in the colony. In later years there arose in Lower Canada "a whole new
spate of lotteries - all claiming to support one or another such worthy cause as the
promulgation of Fine Arts and Letters, Maple Syrup, Fatherhood ... " (12).

3.02 During the 18th and 19th centuries there is no evidence that lotteries were
used in Upper Canada except for an abortive attempt to finance the Ontario,
Simcoe and Huron Union Railway in 1849 (13). During the 1850's lotteries and
similar games of chance were banned in British North America by reference to the
Gaming Act of Great Britain. After Confederation various statutes, including one
in 1892, re-affirmed the illegal status of lotteries. As a result government
operated lotteries were not used again until the ill-fated Montreal municipal
lottery of 1968. Pressure for legalization was, however, present throughout the
20th century.

3.03 Quebec traditionally led the provincial fight tor lotteries. Since the mid-
1930's the province had legislation to permit lotteries but was unable to enact it
because of prohibitions In the federal Criminal Code. In 1934 the Hoyse of
Commons considered a response to Quebec's legislation. The sentiments of the
Commons were reflected by Prime Minister Bennett when he said

When I am asked to exercise my vote as a member of the House of
Commons of Canada to say that we shall legalize that which has
brought the misery to the human race that games of chance and
lotteries have brought, | propose to exercise my vote against any such
thing...If 1 were to sit upon the jury, I would have to find the evidence
against lotteries far outweighs any support that can be found either
in the past or present. (14)

3.04 In 1954, a joint commitiee of the House and Senate studied the question
again, but recommended against legalization. The Committee concluded
government lotteries would raise little revenue. During the 1960's pro-lottery
sentiment gathered strength. In 1963, the Canadian Federation of Mayors and
Municipalities passed a motion in support ot a Quebec proposal that the federal
government hand over control of lotteries for charitable purposes to the provinces
(15). Parliament debated the question throughout the 1960's, but the Criminal
Code was not amended until 1970, Reticence was undoubtably influenced by past
controversy and experience in other countries.

3.05 Reservations were typified by the 1967 Report of the Ontario Royal
Commission_on Taxation. The report concluded that “aside from any moral or
sociological considerations, the dominant factor in our view is that this type of
revenue source lacks any of the grounds of equity which we think should form the
basis of a good tax system". The principle of benefit taxation was judged
inapplicable because there was no way of relating expenditure on lottery tickets to
specific benefits to ticket buyers. "Similarly”, the Committee went on to say, "the
concept of ability to pay fails to justify a lottery since there is no reason to
presume that the purchasing of lottery tickets increases at all with income let
alone proportionally” (16).
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The Great Debate

e The Committee recognired a large potential return from government
operated lotteries. Using the Mew Hampshire lottery as a model, It estimated
Ontario would gross 560 million annually, made up of 520 million In sales to
residents, and & matching amount from non-residents. [t estimated that the net
yield to the povernment would be approximately 520 milllon. The Committee
suggested that structural or administrative changes, e.g. lowering the price of
tickets; mcreasing the frequency of draws; or changing the size or proportion of
prizes would pnhance el relumt Oespite an Mcrease in agdminstralive oosts,

1,07 The Committee |dentified, however, a number of factors which would offset
or tend to reduce reveriues. First, Ul legalized in Ontario other provinces would
quickly follow, Interprovincial competition would then reduce non-rosident sales
and lower Ontario's yleld. Second, povernment operated lotteries wolld alter
existing patterns of savings and consumption. Lotteries would become s substitute
fot other consumption resulting in decreased consumption lax  revenue.
Specifically, "lottery proceeds would be purchased in part a1 the expense of the
retall sales tax, the race tracks tax and lguor profits”, Third, administrative
coilt would contume an increasing proportion of proceeds,. Fourth, growing
demand [or revenus and interprovincial competition would hecessitale ACTive
competition which would also reduce profits. Finally, as jotterien grew more
{regquent additional ticket outiets and inCreasing audit and enforoement Costs wolld
be required {17

.08 Mimilar objectiond were raised by the opposition in December [96) when the
House of Commons began debate of proposed amendments to the Criminal Code.
Anti=lottery arguments were blunted, however, by the government's avowed
intentlon to ‘modernize’ the Code. The amendments proposed that certain types of
lotteries should be permitted to resolve a contradiction arising Irom  an
axclusionary clause in the existing Coda. The Code, which in general prohibited
lotteries, pormitted charities to cperate lotteries under the "Gaming and Berting™
Section which read in part:

A place s not a common ing house .. while occasionally it is
used by charitable or religious organizations for the purpose of
playing games for which a direct tee is charged to persong .. |f the
proceeds from the games are 10 be used for a charltable or religlous
object. (18)

3.09 Ower the years the occasional ratfle and bingo had grown in size and rumber
inte a criss-crosa of lotteries: so did abuses. Owt of this confusion there arcse a
need for guldelines and regulatory mechanisms. This need, a3 much as pressure
from Quebec, finally led to amendment effective January 1, 1970, Under amended
Section |59 it remained an offence to print, buy, sell, advertise or distribute ratfie
tickets ar to engage in any games of chance. Notwithstanding this Section,
however, Section [90 - an Exemption S»ection - allowed five types of lotteries
Specifically It became lawiul

i) for the Government o! Canada 1o conduct & lottery scheme;

for the Government of a Province to conduct & lottery scheme
in accordance with any law enacted by the legislature of the
Provinceq
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for a charitable or religious organization to conduct a lottery
scheme [ licenced by e Lisutenant Govermor m Council or
by such other person o authority wecified by the Lieutenant
Covernor in Council if the proceeds are uted lor charitahle or
religious abjects:

for an agricultural fair or exhibition or the operator of a
concession 10 conduct & lottery scheme if licenced by the
Lieutenant Governor m Council or person of authority
specified by the Licutenant Governor in Council; and

for any person to conduct & lottery at a public place of
amusement if licenced by the Lieutenant Governor in Council
or porson or authority specified by the Lieutenant Governor in
Council. In this case, the prize cannot sxcesd 5100.00 and the
ticket price cannot exceed 50,50 (190,

3.0 The werm lottery or ‘lottery scheme’, as used in the Criminal Code, covers a
wide range of games ol chance other than ticket lotteries proper. [n general a
game it considered a lottery if |t containg three elements: (i} a prize; (i) a chance
for a prize; and liii) a2 consideration, Le. a bet (20), Accordingly a variety of
¥m: of chance - games in which there s no element of skill - are considered
otterled, including ratiles, casinos, card games, pull tickets, bingos and wheels of
fortune. Indeed under the Criminal Code the provinces have the option of licencing
any lottery scheme, with the exception of games specifically prohibited - namely
dice games, three-card monte, punch boards and coin tables. In this report the
term “lotteries' [s used interchangeably with ‘games of chance’,

3.11 In the spring ol 1976 the Criminal Code was agaln amended, this time makmg
It legal for provincial governments o conduct lofteries In conjunclion with one
another. [t also made 11 legal or mancddactur=ra of lottery Thokels to ship or el
tickets for the purposes od a lottery scheme in another provinee (21). As this moat
recent amendment demanstrates, the criminal jstice system ialls under the
legislative prerogative of the federal government. [r K, however, administered by
the provinces and territories,
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For avid lottery watchers, it is hard to believe that it's only a decade
or less since government-sponsored lotteries were attracting
criticism and giving rise to questions then regarded as highly
controversial: Are lotteries an unfair form of taxation? Are they a
burden for the poor? Does this form of revenue-raising discourage
responsible citizenship? Compared to conventional taxation are
lotteries a wasteful way of raising revenue? Is it immoral for
governments to encourage dreams of sudden wealth and nurture
belief in "something for nothing"?

Steve Scott, "The Multi-Billion Dollar Lottery Bubbie", in
Millions, Vol.l, No.3, Aug. 1980, p.48.

4.01 Controversy concerning the equity and morality of lotteries persists, but in a
period of stagflation and taxpayer revolt it takes a back seat to the revenue
generating capacity of lotteries. In this section the growth and pervasiveness of.
government and privately operated lotteries during the 1970's is assessed.

(a) Lotteries & the National Accounts

4.02 In 1970-71 Canadian lotteries had ticket sales of $116 million in constant
1971 dollars (Table 1, p. 11} or 0.1% of Gross National Expenditure (GNE). This
somewhat understates actual sales because no financial information was available
or applicable for some lotteries at the beginning of the decade (Appendix B and C).

4.03 In 1979-80 Canadian lotteries had ticket sales of $637 million in constant
1971 dollars (1.5 billion in 1979-80 dollars) or 0.5% of GNE. Official Canadian aid
to developing countries, by contrast, was $542.9 million or 0.4% of GNE in 1979-30
(22). Research and development expenditures by goverments, corporations and
universities were $1.2 billion or 0.9% of GNE (23),

(b} Lotteries & the Average Canadian

4,04 In 1970-71 lottery ticket sales were 2.5% of personal expenditure on
entertainment, recreation, education and culture (PEEREC) (Table I, p. 11). The
education component of PEEREC includes fees for such things as private music and
acting lessons as well as costs associated with denominational schools in
Newfoundland. In 1979-80 ticket sales were 7.1% of PEEREC, an increase of 284%
in the lottery component of the Canadian entertainment budget.

4.05 Between 1970-71 to 1979-80 Canadians purchased over $4.0 billion in lottery
tickets in constant 1971 dollars (accumulated from Table 1, p. 11). If purchased in
1979, accumulated lottery ticket purchases would be $9.2 billion in 1979 dollars.

4.06 In 1970-71 ticket sales were $5.45 for every man, woman and child in Canada
measured in constant 1971 dollars (Table 2, p. 11). Fifty-three per cent or $2.89
was spent on privately operated lotteries and $2.57 or 47% on government operated
lotteries. In 1979-80 sales were $26.92 per capita (almost $62 per capita in 1979
dollars). Thirty-three per cent or $8.92 was spent on privately and $18.00 or 67%
on government operated lotteries.
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(b) Lotteries & the Average Canadian (cont'd)

4.07 Opinion differs as to the 'regressivity' of lotteries, i.e. do lower income
Canadians buy a disproportionate share of lottery tickets, but receive a less than
disproportionate share of the benefits? Differences begin with: are lotteries
taxation or consumption? If consumption, then 'consumer sovereignty' restricts
economic comparison of what rich and poor do with their income. There can be no
question of 'regressivity', a tax concept founded in the coercive power of the state.

4.08 1If lotteries are taxation then another question arises: what is the evidence
concerning 'regressivity'? With respect to cost, evidence suggests higher income
Canadians are more likely to buy lottery tickets, but lower income Canadians who
do buy, buy significantly more (24). With respect to benefits, no evidence exists
whether lower income Canadians benefit disproportionately from sports, arts and
culture, medical and other expenditures financed by government and privately
operated lotteries. There is no evidence concerning differential benefits accruing
to different income classes from prizes which average about 50% of ticket sales.

4.09 Furthermore there is no evidence concerning negative and positive benefits of
anticipated or actual social mobility resulting from the expenditure of 'hope
money'. According to one observer, the new conserver society ethic of "living
within our means" may mean reduced vertical mobility and equality of opportunity.
Lotteries would represent a shift in equal opportunity from work to leisure sectors
of society demonstrating "the capacity of capitalism to continuously generate new
mechanisms of adaptation” (25).

4,10 A Weekend Magazine poll, conducted in the 32 largest Canadian urban
communities, reported lotteries received complete approval of 34% of Canadians in
1979. Approval reflected a popular belief that lottery funding was used for 'good
causes'. Those who disapproved viewed lotteries as a waste of money and as
exploitation of the poor (26). From a religious perspective, among Christians,
Roman Catholics tend to tolerate while fundamentalist Christians oppose lotteries
and gambling.  Other Protestants tend somewhere between toleration and
opposition. Among non-Christians, Jews tend to tolerate while Buddists, Muslims
and Sikhs tend to oppose lotteries and gambling (27).

4.11 In 1978 marketing expenses for eight government lotteries were more than
$20 million current dollars. Collectively they were the largest commercial
advertiser surpassing Procter and Gamble and General Foods, number two and
three among the top 50 national advertisers (28). In 1979-80 advertising and
communication expenses for the five government lottery corporations were $37-40
million, excluding sales and distribution expenses (29). No estimate is available as
to how much of advertising revenue is spent in wages, salaries and commissions to
performing, visual and literary artists. Recent surveys indicate, however, that
advertising is a very significant supplementary income source for Canadian artists
(30).

(c) Lotteries & Government Revenue

4,12 Tri-level (federal, provincial and local) revenue increased 30% from $34.2
billion in 1970-71 to $4&.6 billion in 1979-80, measured in constant 1971 dollars
{Table 3, p. 12). Morality taxes, including alcohol, tobacco, amusement taxes

==
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(c) Lotteries & Government Revenue (cont'd)

and race track taxes, but excluding lotteries, decreased almost 22% from $1.203
billion in 1970-71 to $939 million in 1979-80. As a percentage of tri-level revenue
morality taxes decreased from 3.5% to 2.1%,

4.13 Ticket sales increased from $54 million in 1970-71 to $426 million constant
1971 dollars in 1979-80. Gross operating revenue from government operated
lotteries increased almost 477% from 3530 million in 1970-71 to 5173 million in
1979-80 in constant 1971 dollars {Table 3, p. 12 and Table 4, pp. 13-1%). In 1979-80
the rate of return, after deducting prizes and expenses, was 30% of ticket sales.
As a percentage of tri-level revenue lotteries increased from 0.1% in 1970-71 to
0.4% in 1979-80, Lottery revenue increased from 2.5% of morality taxes to 18.4%.

4.14 Lotteries make their greatest contribution to public finance at the provincial-
local level (Table 3, p. 12). In 1970-71 morality taxes were $261 million in constant
1971 dollars, or 1.3% of consolidated provincial-local revenue. In 1979-80 morality
taxes increased to $369 million but remained 1.3% of consolidated revenue. Gross
operating revenue from provincial lotteries increased from 3530 million in 1970-71
to S149 million in 1979-80, or from 0.1% of provincial-local revenue to 0.5%. As a
per cent of provincial-local morality taxes, lottery revenues increased from 11.5%
to 40.4%.

(d) Lotteries & The Corporate Sector

4.15 Licences for privately operated lotteries increased from 7,096 in 1970-71 to
39,281 in 1979-80 (Table 5, p. 15 and ‘Appendix C). Estimated gross receipts for
privately operated lotteries increased from 3561.5 million in 1970-71 to $211.2
million in 1979-80, measured in constant 1971 dollars ($482.9 million in 1979-80
current dollars). Estimated net receipts increased 190% from 518 million to $56
million in 1979-80 ($143 million current 1979 dollars). The rate of return after
deducting prizes and expenses was 27% of gross receipts.

4.16 By way of comparison, consider corporate donations and direct and indirect
(revenue foregone through tax exemption of individual charitable donations) federal
expenditure in support to the non-profit sector. In calendar year 1979, the
Institute of Donations and Public Affairs Research reported 391 corporations
donated $25.4 million ($58.1 million in current 1979 dollars) to all charitable
causes (31). In 1978-79, the Voluntary Action Program of the Secretary of State
estimates that direct and indirect federal expenditure in support to the non-profit
sector was 5546.5 million current dollars (32). Thus by the end of the decade,
privately operated lotteries were almost two-and-a-half times as important a
funding source for non-profit organizations as corporate donations, and more than
1/4 of direct and indirect federal support to the non-profit sector..

4.17 Some privately operated lotteries rival their government counterparts. Cash
For Life, created by the Ontario Association for the Mentally Retarded in
September 1977, had ticket sales of $20.1 million and profits of $4.8 million in 1979
(current dollars). Since October 1980, Cash For Life has three new members: the
Kidney Foundation of Canada, the Ontario Society for Crippled Children and the
Multiple Sclerosis Society of Canada. The lottery now offers a first prize
equivalent to one million dollars, and as such is the largest privately operated
lottery in North America (33).
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GOVERNMENT OPERATED LOTTERIES AND THE ARTS
Introduction

.01 Public developments surrounding government operated lotteries are
summarized in Appendix A. A standard linancial statement is pravided in Table &,
pp. 13-14. Greater detall is provided in Appendix B.

5.07 In 1979-71 there were only two government lottery corporations, Leto-Québec
which operated three games, and the Manitoba Centennial Corporation which
operated one game. By [979-80 there were [ive corporations operating eleven
games including two national lotteries: one operated by the federal povernment
(Loto—Canadal, and one by the provinces through the Interprovincial Lottery
Corperation. There were two regional games: one cperated by the Western Canada
Lottery Foundation, and the other by the Atlantic Lottery Corporation. There
were seven provincial lottery games: five opetated by Lata-Québec, and two by the
Ontarig Lottery Corporation. The range and complexity of government aperated
games are subject to continual change a: lottery corporations use various devices,
£.2. lowering ticket prices; changing the [requency of draws; and changing the size
or chance of prizes, in order to maintain or enhance net profits. A summary of
government operated lottery support to the arts is provided in Chart [, p. 31,

5.03 The Interprovincial Lottery Corporation (1IPLC) is an umbrella orzanization
estahlished by the provinces In 1976 to administer 'national’ lotteries including the
Qlympic. Incorporation was made possible by a 976 amendment 1o the Criminal
Code (see para. LL1, p. 7). In late 1976, the Interprovincial Lottery Corporation
started the Provincial, an Interprovincial game, In 1930-81, Interprovincial Lottery
Corporation introduced a second interprovincial game, the Super, which replaced
Loto-Canada {see para. 5.104, p. 38). Initlal IPLC participants included the Ontario

Lottery Corporation and the Western Canada Lottery Foundation. Loto-Ouébec
joimed in September 1973, and the Atlantic Lottery Corporation in January 1979,

304 The Interprovincial Lottery Corporation 12 not an operating corporation.
Each regional or provincial lattery corporation is responsibie for its own marketing.
Proceeds trom tickets 2old within a particular province or territory remaln in that
jurisdiction and are distributed by the wvarious provincial or territorial lottery
authorities. Operating costs are charged In a like maprer. In fact, the
Interprovincial Lottery Corporation does not publish its financial statement. All
fimancial Iinformation Is included |n the statements of the reglonal and provincial
lottery corporations (Table %, pp. 13-14), However, the veiling eflects of the IPLL
complicate and compromise public review of government operated lotteries.

5.05 In this section complications have been avoided to provide a relatively clean
and clear presentation. The concluding section of the report considers some of the
complicating factors which compromise any study of this mnovative funding source
{see Chart |, p.5l). For each corporation five basic questions are answered:
1) Wha is the lottery authorlty?
ii) Who act as distributors?
Who act as retailers?
Where do the procesds go?

How can the arts obtain lottery funding?




GOYERNMENT OPERATED LOTTERIES AND THE ARTS
(a) The Atlantic Lottery Corporation

5.06 The Atlantic Lottery Corporation was incorporated in September 1976,
Headquartered in Moncton, the Corporation employs 36 distributors who supply
retailers with tickets. Retailer payments are received by the Corporation which
deducts prizes and expenses to cover its operations and then distributes net
proceeds to provincial lottery authorities. Proceeds are distributed according to
provincial ticket sales. Each lottery authority then deducts expenses to cover its
operations and transfers profits as directed by its provincial government. The
Corporation has operated one regional game, the A-l, since 1976-77. It has also
marketed the Provincial since 1978-79, and the Super since 1979-80, through the
Interprovincial Lottery Corporation.

5.07 Ticket sales were $6.6 million in 1976-77, measured in constant 1971 dollars.
They peaked at $21 million in 1977-78 and then declined to $18 million in 1979-80.
Net profit increased from $3 million in 1976-77; peaked at $7.5 million in 1977-78,
and declined to $4.8 million in 1979-80 (Table &, p. 13-14). In 1980-81 the
downward trend was arrested. Ticket sales rose to $20.6 million ($52.6 million
current 1980 dollars) while net profit increased to 3$6.4 million ($16.4 million
current 1980 dollars). The rate of return after deducting prizes and expenses was
31% of ticket sales in 1980-81.

Newfoundland

5,08 Treasury Board is currently the provincial lottery authority. It receives
proceeds from the Corporation and transfers net profits to the government's
consolidated revenue fund. Ticket sales within the province were $6.7 million
current dollars in 1979-80. Lottery funds are not earmarked. Arts organizations
cannot receive direct lottery funding.

Prince Edward Island

5.09 The Prince Edward Island Lottery Commission, established in 1976, is the
provincial lottery authority. The Commission receives proceeds from the
Corporation and transfers net profits to the government's consolidated revenue
fund. Ticket sales within the province were $2.5 million current dollars in 1979-80.
Lottery funds are not earmarked. Arts organizations cannot receive direct lottery
funding.

Nova Scotia

5.10 The Nova Scotia Lottery Commission, established in 1974, is the provincial
marketing agency. Ticket sales in the province were $16.7 million current dollars
in 1979-80. In addition to commercial retailers three non-profit associations have
been designated official retailers for the Lottery Commission. These include
Sports Nova Scotia, Cultural Federations Nova Scotia, and the Exhibition
Association of Nova Scotia. Constituent groups may also act as retailers as well as
profit-making commercial operators. Official retailers receive the regular
commission of 10% of ticket sales plus a 10% bonus from the Commission. In
addition they receive 3% of tickets sold by their constituent organizations.

3.11 The Nova Scotia Lottery Commission receives proceeds from the
Corporation, deducts expenses to cover its operations, and then transfers net
profits to the Department of Finance's General Revenue Fund. Lottery profits are
not earmarked. A spokesperson noted the province has never considered
earmarking. Accordingly arts organizations do not receive direct lottery funding,
except sales commissions. No additional statistical or descriptive information
regarding support to the arts was available.

=17=




GOVERNMENT OPERATED LOTTERIES AND THE ARTS
{a} The Atlantic Lottery Corporation [cont'd)

Mew Brimswick

3.12 The New Brunzwick Lottery Commission, composed of the Mimster and
Deputy Minister of Finance and the Minister of Recreation and Cultural Resources,
has been the provincial lottery authority since 1576.  Ticket sales in the province
during 1979-80 were 513%] million current dollars. The Lottery Commission
receives proceeds from the Corporation, deducts prizes and expenses to cover its
operations, and then transfers net profits to the government's consolidated revenue
fund. Lottery funds are not sarmarked. According to a spolesperson earmarking
has been considered but rejected by the provincial cabiret. Arts organizations
cannot, therefore, receive any direct lottery funding, including sales commssians.

b} Loto-Crucbec

%13 Lote-Quebec, Incorporated in 1970-71, 1s the provinclal marketing authority.
Between LI70-71 and 197 1-72 the Corporation operated three gamest Minl-Loto;
Inter-Loto; and Super-Leto. In 1972-73, a fourth game, Loto-Perfecta, was added
followed in 1978-72 by a fifth game, Instant-Loto, and in [977-80 by a sikth game,
JNQ [La Quotidienne). In 1978-7%, Super-Loto was replaced by the Provinical.
Loto-Queber has marketed the Provinoal since 1978.79, and the Super since [979-
80, through the Interprovincial Lottery Corporation.

5.16 Both commercial operators and non-profit organizations serve as distributors.
Mon-profit organizations serve as sole distributors of subscription  tickets.
Distributors provide retallers with tickets. Retailers include both profit and non-
profit organlzations, Distributor payments are received by the Corporation which

deducts prizes and expenses to cover 1ts operations; and then transfers net profits
to the government's consoclidated revenue fund. Proceeds are not earmarked.
From time to time, however, proceeds from specific lottery draws are committed
to specified activities. In 1973-79, for example, Loto-OQuebec used the first draw
of its pew Tictacto game to support Quebec Day celebrations. Arts organizations
do not receive direct jottery funding, but do receive distribution and retailers
commissions as well as support for special cultural events.

515  Ticket sles increased from 5$54.6 million in 1970-71 to 51398 million in
i979-80, measured in constant 1971 dollars. MNet profits in 1370-7] were 326.0
million compared with $84.8 million in 1979-30 (Table &, pp. 13-14) It was
recently announced that ticket sales for 1980-%81 were 3161.3 million {5410.5
million current dollars) and net profits were $35.4 million (51&1.1 million current
I980 dollars), The rate of return after deducting prizes and expenses was % of
ticket sales in [930-81.

5.16 The 1977-78 Annual Report noted that Loto-Quebec "faithful to the mandate
conferred on jt by governmental authorities set up machinery ... which permits
non-profit organizations to participate in the sales of lotteries” (34). Both
distribution and retail systems were re-designed in that year to benefit non-profit
arganizations.

Lotomatique

5.17 Through Lotomatique non-profit organizations receive commissions for the
sale of subscriptions to various Loto-Québec games. Non-profit organizations are

the only authorized subscription sales agents. Previcusly subscriptions were sold
directly by Loto-Quebec, The 1972.79 Annual Report noted Lato-Quebec had




GOVERNMENT OPERATED LOTTERIES AND THE ARTS
(b) Loto—-Quebec (cont'd)’

Lotomatique (cont'd)

thereby "established a distribution and sales network composed of people already
familiar with soliciting, granting these organizations the same discount as retailers
while the government agreed to double this discount" (35).

5.18 Sales strategy is determined by each participating non-profit organization.
Forms and materials are provided, free of charge, by Loto-Québec. Participating
non-profit organizations receive the same percentage commissions and bonuses for
sales of grand prize winning tickets as do commercial retailers. Commissions on
unsolicited subscriptions are credited to members pro rata of sales. The Quebec
government then effectively doubles commissions by providing, through Loto-
Québec, a bonus equal to earned commissions.

5.19 During its first ten months of operation in 1978-79, Lotomatique paid out
$253,400 current dollars made up of $127,900 from Loto-Québec and $125,000 in
bonuses to 178 non-profit organizations. In 1979-80, 211 non-profit organizations
received a total of $432,100 current dollars including $219,079 from Loto-Québec
in discounts and $213,049 in government transfers. In 1980-81, $464,800 was paid
out to over 200 participating non-profit organizations. Almost half went to 20
organizations which a spokesperson referred to as "very active at the present
time". All 20 were service organizations. No arts groups currently participate.

Kiosks

5.20 By the mid-1970's Loto-Québec had established a system of commercial sales
Kiosks across the province. The Kiosk system was modified in 1977-78, however,
to eliminate favouritism and excessive profits as well as to increase Loto-Québec’s
relationship with non-profit organizations. The Annual Report for 1977-78 noted
that both Lotomatique and Kiosk programs were "established in order to assure an
equitable distribution in the interest of the organizations, while guaranteeing the
absolute integrity of the services offered to customers" (36). In 1978-79 Loto-
Québec began to transfer Kiosks from commercial retailers to non-profit
organizations. By March 1980, some 46 non-profit organizations were operating
104 of 135 Kiosks, In addition 10 other Kiosks were managed by non-profit
organizations representing the physically handicapped.

5,21 In 1978-79 and 1979-80 a number of arts organizations benefited from the
Kiosk system including: Compagnie de Danse Eddy Toussaint; Orchestre
Symphonique de Québec; Société des Festivals Populaires; Société Philharmonique;
Festival d'été de Québec; La Société musicale et le mouvement Vivaldi; Alliance
des Chorales du Québec; and Centre d'animation et Diffusion Culturelles.

Other Support

5.22 The arts also benefited in three other ways: (i) from special sponsorships of
cultural events, e.g. support of Quebec Film Week in 1979; (ii) from Loto-Québec's
'super spectacles' for draws of the Provincial/Super-Loto and for which Quebec
producers are commissioned to "allow numerous top artists to show their talents";
and (iii) from an annual competition among Quebec artists for original engravings
inspired by Quebec legends and folklore to be included in the Loto-Québec
Collection. Each year a new engraving is used in Loto-Québec's Annual Report.
Engravings are to be published in an art book designed by Quebec artists {37).
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GOVERNMENT OPERATED LOTTERIES AND THE ARTS
(c) Ontario Lottery Corporation

5.23 Ontario Lottery Corporation was incorporated in February 1975. Between
1975-76 and 1977-78 it operated one province-wide game, Wintario. A second was
added in 1978-79, Lottario. The Corporation has also marketed the Provincial
since 1976-77, and the Super since 1979-80, through the Interprovincial Lottery
Corporation.

5.24 The Corporation has 47 profit-making commercial distributors. Distributors
work through a network of 20,000 commercial retailers including trust companies,
smokeshops and other general retail outlets. While there is no prohibition against
non-profit retailers it would appear that all retailers are commerical operators.
Commissions vary between games. By way of example, at present distributors
receive three cents for each of the first 100,000 Wintario tickets sold, and two
cents thereafter. Retailers receive eight cents on each ticket sold.

5.25 Distributor payments are received by the Corporation which then deducts
prizes and expenses to cover its operations and then transfers net profits, by
statute, into the government's consolidated revenue fund. Net profits are held in
trust by the Treasurer of Ontario and Minister of Economics and Intergovernmental
Affairs "for such purposes as the Lieutenant Governor in Council may direct”.
Each lottery is earmarked by the government for specific purposes:

Lotte[z Earmarking From
Wintario Recreation & Culture 1975-76
Provincial Health Research &

Environmental Projects 1976-77
Super Health-related Capital

Projects 1979-80
Lottario Recreation & Culture 1980-81 =

* pending final Cabinet decision, para. 5.48-49, p. 24

5.26 Ontario Lottery Corporation ticket sales increased from $62.3 million in
1975-76 to $141.6 million in 1979-80, measured in constant 1971 dollars. Net
profits were $27.8 million in 1975-76 compared to $40.6 million in 1979-30
(Table 4, p. 14-15). In 1980-8] ticket sales rose to $192.5 million ($490 million
1980 dollars) and net profit increased to $58.9 million ($150.0 million 1980 dollars).

Ministry of Culture & Recreation

5.27 The Ministry began operations on April 1, 1975. It receives funds from two
sources: an annual appropriation from the legislature, and Wintario proceeds in
response to a request to Management Board of Cabinet. In 1979-30 expenditures
were $203.7 million current dollars of which $36 million or 18% was spent in
support to the arts. By way of comparison, the Ontario Arts Council spent $13.5
million in support to the arts in 1979-80. Proceeds from the Ontario Lottery
Corporation in 1979-80 were $62 million or almost 1/3 of total Ministry
expenditure. The Ministry operates lottery grant programs in support to capital
and non-capital projects in citizenship, culture, heritage, libraries, recreation and
sports. Between 1975-76 and 1980-81 the Ministry made grants totalling $283
million. Of this total, the arts received almost $48 million, or 17%. Capital grants
to the arts totalled $24 million and non-capital grants $24 million.
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GOVERNMENT OPERATED LOTTERIES AND THE ARTS
{c) Ontario Lottery Corporation (cont'd)

Wintario Capital Grants

5.28 The Ministry operates four capital ams t () the Wintario
Capital Grants Program; (i) the CMWT;FFﬁmMm\ tres Program in
support to sports-related facilltien; (1) the Cultural Capital Program In support to
the visual and performing arts; and {iv) the Heritage Capital Program in support 1o
museums and herltage conservation. The Wintario Program B the largest of the
four. The other three are usually {inanced through the regular budgelary process.

3.2% In its 1980 assessment of capital grants programs, the Ministry noted that
fwithin a few months of the introduction of the Wintario grants program in August
975, it became apparent that the most costly single component would be the
funding of capital projects® (32}, In 197576 Wintario grants totalled %a million in
current dollars of which 31.Z million or 30% were wed for capital purposes and
$2.% million or 70% for nof-canital purpotes and administration. By 1972-79 prants
totalled 571.9 million of which 5313 million or 74% were used lor capital purposes
and 512.0 million or 26% lor non-capital purposes Including administra thon,

530 The Winmrio Capital Grants Program wpporty purchase, construction or
renovation of cultural and recrecational f{acilities;, as well as conservation of
heritage bulldings.  Eligible applicant included municipalities, non-prolit
organizations, school boards and Indian Band Councils. Fureds are available for up
to 1/} of project conts after deducting other provincial and federal grants. In
MNorthern and Eastern Ontario the maximum s up o 172 of fotal project costs 1o
compensate for the weaker economic bases of these regions. Planning ttudies,
portable equipment and furnishings associated with capital projects are eligibie for
30 per cent of project cost.

H31  Applicants must demonstrate local spoort through private contributions af
either funds or services. Grants are tied to private support. A funding formula
encourages municipal contributions of L/4 to 113 of rotal project cost,

532 Between April L, 1975 and April 1, 1972 the Ministry, through i four capital
grants programi, expended a total of 519%6.0 million laccumulated current year
dollars), The arts roceived 526 million or 1 27%. Of total arts suppert, 512.% millkon
or 3% came from Wintario and 5112 million or &% from annual appropriations
including 324 million for the Commumity Reoreation Centres Program and 5831
millicn for the Cultural Capital Program.

333 Wintario capital grants amounted to aimost 392 million (accumulated current
year dollars) or €2% of all capital grants made between 1973 and 1979, Wintaria
ants Increased faster than other programs rising from $1.2 million in 197376 1o
.3 million In 1978-7%9. Owver the pariod, the visual and performing arts received
S12.9 milllon (accumulated current year dollars) or | |%.

5.3% The Ministry noted In its 1980 assessment that "I the pattern of the past Is
sustained, it i3 realistic to project future Wintario profits will not excesd 343
million per year. This projection is supportied by the experience ol comparable
lotteries elsewhers which tend to peak early and then leve] of 1" (39 The Miniatry
estimated that 515 million would be avallable lor non-capltal peograms and 530
million for capital purpotes. Since that time, however, higher than expected
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Wintario Capital Grants (cont'd)

Lottario proceeds have altered the capital grant implications of this forecast (see
para. 5.49, page 19).

3.35 The Wintario Capital Grants Program was suspended in January 1979.
Eligible applications were processed until April 1980. By April 1980 all available
Wintario capital funds were spent or committed. In January 1981, the Minister
announced the program would resume. Applications were accepted as of April 1,
1981. However, a facilities access program for the disabled started in January 1,
1981. Applications will be accepted until September 30, 1981. Assessment will not
take place until after September.

Half-Back

5.36 The Half-Back program is administered by the Ministry of Culture &
Recreation and funded through Wintario proceeds. The program offers non-winning
ticket holders a discount on Canadian cultural products of 50 cents for each $1.00
Wintario ticket. The program is a consumption subsidy fostering audience
development. Three separate programs have operated to date.

5.37 The first Half-Back program operated between January 20 and April 12 1978.
It provided a rebate to a maximum of $2.00 towards the purchase of Canadian
books and magazines. Intended to promote Canadian books and magazines by
providing buyers with an incentive, the program encouraged full service booksellers
to promote Canadian reading material.

5.38 One hundred Canadian magazines and 450 retail bookstores participated.
During its three months of operation, 225,000 Canadian-authored books and 100,000
subscriptions to Canadian magazines were purchased using the discount. Retail
value of subsidized purchases exceeded $2 million. Nearly 1,000 Ontario schools
and libraries organized community lottery pools and used the discount to build up
school library Canadian collections (40). Approximately 1,200,000 Wintario tickets
were refunded for roughly $600,000.

5.39 The second Half-Back program operated between May 1 and September 30,
1979. It provided support to Canadian recordings and feature films. A rebate to a
maximum of $2.00 was again offered. Children's rates for feature films were,
however, calculated on a sliding basis. Canadian records and tapes worth more
than $1.3 million were purchased; some 200,000 people attended Canadian feature
films using the discount (41). Approximately 1,500,000 Wintario tickets were used
for discounts amounting to $600,000.

5.40 From July | to December 31, 1981 a third Half-Back program is operating. It
is intended to support Ontario performing arts and Canadian paperbacks. A rebate
to a maximum of $2.00 is again offered, but this time for admission to selected
productions, performances and, in some cases, subscription series. To date
approximately 300 companies have agreed to participate. Special discounts are
also available to students and senior citizens. Mass market Canadian paperbacks,
with a retail price of at least $1.25, are eligible for a maximum discount of $1.00
(42).
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Challenge Grants

5.41 In February 1980, the Ministry of Culture and Recreation announced creation
of an Arts Challenge Fund. Over a three-year period, $5 million of Wintario
proceeds were to be used in support to major arts organizations. Recipients were,
however, ineligible for other Wintario non-capital grants. The Challenge Grants
program has four purposes:

i) to assist in establishing investment funds to provide
additional long- term operating income;

il) to assist in funding operating costs without creating
a dependency on lottery dollars;

iii) to increase the current level and broaden the base of
private/corporate support; and

iv) to eliminate accumulated deficits.

5.42 Of the initial $5 million, $1 million was to have been made available in 1980-
81, and $2 million in 1981-82 and 1982-83. An additional $1.2 million was,
however, allocated in 1980-81 in response to unexpectedly high demand. Total
funding was raised, therefore, to $6.2 million over a three-year period.

5.43 The program is open to all arts organizations with annual operating budgets in
excess of $250,000. Wintario funds will match with $2.00 every $1.00 over and
above existing private/corporate support. Applicants must provide financial
statements for three to five years prior to application. On the basis of
private/corporate support received during these years a 'base’ is calculated against
which groups project anticipated fund-raising for each of the next three years.
Payment each year will be adjusted to fund-raising performance.

5.44 Payment will be made on a pro rata basis, i.e. if available funds do not equal
commitments, recipients will receive a percentage of their grant. After the
program terminates the difference between the grant awarded and the amount paid
will be made up in a final payment. In 1980-81, for instance, organizations were
paid 85 cents on each dollar of their grant. Wintario funds must go into a separate
investment account for a five-year period. Recipients may use the interest for
operating purposes but may not use the principal for at least five years. Recipients
will, in effect, receive three annual grants plus interest earmed on their
investment.

5.45 In 1980-81, twelve groups received $2.2 million. These included the Art
Gallery of Windsor; Canadian Opera Company; Festival of Festivals; Guelph Spring
Festival; Jewish Community Centre; London Symphony; National Ballet of Canada;
Niagara Symphony; Shaw Festival; Stratford Festival; Theatre Aquarius; and the
Hamilton Philharmonic. In 1981-82, only the Windsor Symphony has received
payment.

Other Wintario Non-Capital Grants

5.46 Wintario proceeds have, since 1975, been used for other non-capital purposes
in sports, the arts, heritage, recreation, citizenship, libraries and community
information centres. Currently there are seven arts-related non-capital programs.
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(c) Ontario Lottery Corporation (cont'd)
These programs include:

i) Portable Arts Equipment: to assist non-profit community
arts groups to purchase essential equipment to a maximum
of $3,000 and separate maxima for costumes, sets
and uniforms or outfits;

ii) Training and Development: to assist non-profit cultural
organizations to upgrade skills at recognized workshops
or seminars;

iii) Visiting Artists: to help communities to gain access to
professional artists through a co-ordinated program with
local non-profit organizations to a maximum of $6,000;

iv) Fiscal Development: to assist non-profit arts organizations
to improve their financial base to a maximum of $10,000;

v) .Art in Public Places/Arts Acquisitions: to encourage purchase
or commission of major works of art by community groups to a
maximum of $10,000 for each purchase and $500 for jury and
competition costs;

vi) Participation at Festivals and Competitions: to help non-
profit community performing arts groups to participate in
invitational public performances, festivals and competitions
within Canada to a maximum of $2,000; and

vii) Audience and Membership Development: to encourage non-

profit organizations and Canadian magazines to improve
their own financial base by expanding membership,
audience or circulation to a maximum of $10,000.

3.47 All programs are reviewed each year. The basic framework has remained the
same since 1975. All non-profit groups are eligible. Each grant is made on a
matching ‘one-time' basis. No aggregate statistics are available concerning support
to the arts through these non-capital programs.

Lottario

3.48 In 1978-79 the Ontario Lottery Corp. started a new lottery, Lottarioc. In
1978-79, Lottario lost $9 million, due to set-up costs associated with its extensive
retail computer system. In 1979-80 and 1980-81, proceeds of $15 million and $59
million were placed in trust in the consolidated revenue fund. To date no
government policy or programs have been announced. Pending final decision by
Cabinet, expected in the near future, proceeds are being committed by the
Ministry of Recreation & Culture.

549 Commitments to date include: the Ontario Education Communications
Authority for transmitters ($3.5 million); the Royal Ontario Museum for
renovations (514 million); the Sudbury Science Centre for construction ($10
million); and the Hamilton Arena for construction {34 million}). All commitments
are for capital purposes. Only the commitment to the Hamilton Arena was made
on a matching basis. The commitment to the Royal Ontario Museum stemmed
from the federal-provincial lottery agreement of 1979. Ontario agreed to take
over the federal commitment for renovation of the museum using Lottario funds.

2.
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(d) Western Canada Lottery Foundation

5.50 The Western Canada Lottery Foundation was formed by the four western
provinces of Manitoba, Saskatchewan, Alberta and British Columbia and the Yukon,
an associate member, in 1974. In 1979 the Northwest Territories became an
associate member. Prior to 1974 three provinces, Manitoba, Saskatchewan and
Alberta, had major privately operated games and in the case of Manitoba also a
government operated lottery, the Manitoba Golden Sweepstakes. The provinces
joined together because of increasing inter-provincial lottery competition. Each
agreed to:
i) designate an official provincial marketing organization;

ii)  restrict the licencing of lotteries having cash prizes
in excess of $100,000;

iii) licence only one lottery having a total cash prize
fund of $250,000 for each half million population;

iv) headquarter the Foundation in Winnipeg, for 10 years;
v) locate the mail order operation at Selkirk, Manitoba; and

vi) establish a low price lottery game - the Western (43).

5.51 In 1974-75 the Foundation operated one game, the Western. This was soon
joined in 1975-76 by a second game, the Express. In 1976-77, the Western was
terminated in favour of the Provincial operated by the Interprovincial Lottery
Corporation. The Foundation has also marketed the Super since 1979-80 through
the Interprovincial Lottery Corporation. Each change of game had effects on the
operations and structure of major privately operated games in each province.
These effects are described in the subsequent review of each jurisdiction.

2.52 In practice the Foundation sells tickets to distributors approved by provincial
or territorial marketing authorities. Distributors generally pick-up and pay 80% of
the face value of tickets at branches of the Imperial Bank of Commerce. They
then supply retailers with tickets, generally at 90% of their face value. The
Foundation receives distributor payments through the bank. It deducts prizes and
expenses to cover its operations and then distributes net proceeds to marketing
authorities based upon ticket sales in each jurisdiction. Marketing authorities then
deduct expenses to cover operations and transfer net profits as directed by each
government. ~

5.53 Support to non-profit organizations is a major objectives of the Foundation.
As noted in its 1978-79 Fifth Annual Report, the Western Canada Lottery is unique
"in that it combines four Provincial Governments in a co-operative venture, as well
as involving more than 500 community groups and organizations in their sales
efforts" (44). Benefits to non-profit organizations vary between jurisdictions and
tend to result from the unique history of privately operated lotteries in each
jurisdiction prior to formation of the Foundation.

5.54 Ticket sales for the Western Canada Lottery Foundation increased from $16.5
million in 1974-75 to $68.4 million in 1979-80, measured in constant 1971 dollars.
Net profits were $8.5 million in 1974-75 compared with $19.7 million in 1979-80
(Table 4, pp. 13-14 and Appendix B). Net profits for 1974-75 to 1978-79 were
estimated because Foundation financial statements excluded the operations of the
marketing authorities. The rate of return after deducting prizes and expenses was
29% of ticket sales in 1980-81. The Foundation recently announced ticket sales for
1980-81 were $77.3 million ($200.2 million current 1980 dollars).
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Manitoba: A Brief History

5.55 Manitoba's experience with government operated lotteries began on January
I, 1970 when the government passed the Manitoba Centennial Lottery Act enabling
it to manage and conduct its own lottery through its agent the Manitoba Centennial
Corporation. The Act was limited in duration to one year. Community group
participation in the lottery was extensive. To minimize costs the Centennial
Corporation convinced community groups to accept low commissions in return for
grants from profit from the Manitoba Centennial Sweepstakes lottery. All
proceeds to community groups were to be used for particular centennial projects.
In addition the Centennial Corporation, through its agent the Centennial Citizens
Campaign, instituted and maintained a substantial out-of-province mail order and
solicitation service.

5.56 In 1971 the government enacted the Lotteries Act to enable it to operate
government lotteries as well as licence privately operated lotteries. The Act
created the Manitoba Lotteries Commission to manage government operated and
the Manitoba Lotteries Licencing Board to licence privately operated lotteries.
The community group distribution system developed by the Centennial Corporation,
encouraged the Lotteries Commission to offer a combined distributor-retailer
commission of #5% of retail value of tickets for the new Manitoba Golden
Sweepstakes. )

5.57 By 1973 it was apparent that other provinces, particularly in the west, were
studying the the Manitoba Golden Sweepstakes and were considering setting up
their own government operated lotteries. Manitoba became concerned that its
small population could not support a major lottery if out-of-province sales of the
Golden Sweepstakes were significantly reduced by new government lotteries in
other provinces. This and other concerns led Manitoba to actively seek formation
of the Western Canada Lottery Foundation in 1974 (45).

5.58 By 1975 the government concluded that the existing distribution system
inherited from the Centennial Corporation was inefficient. In that year a new non-
profit corporation, Western Lottery-Manitoba Distributor Inc. (WLMD), was
created. It became the sole distributor of Western Canada Lottery tickets in the
province. Initially three members were proposed: the Manitoba Arts Council, the
United Way of Winnipeg and the Manitoba Sports Federation. The Sports
Federation declined in order to maintain its privately operated Sportstotto lottery.
To obtain a sports presence the Advisory Council on Fitness and Amateur Sports
was created and designated as the third partner to share equally in the profits of
the WLMD. Distributor and retailer commissions were reduced to 10% of the face
value of tickets sold.

5.59 Non-profit community groups, which had played a major distribution role until
1975, had no formal role in the Western Lottery-Manitoba Distributor. After
negotiations with representatives of the Lottery Commission, some 230 non-profit
community groups formed a privately operated lottery corporation, Total
Community Involvement Inc. The new corporation was licenced to operate two
lotteries, the pre-existing Golden and a new Silver Sweepstakes. Neither competed
successfully with Foundation lotteries. In 1979-80 Total Community Involvement
Inc. gave up its games and became the fourth and equal partner in the Western
Lottery-Manitoba Distributor Inc. (46).
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Manitoba: The Present

560 The Manitoba Lotteries and Gaming Control Commission is the current
provincial marketing organization. Recently announced ticket sales for 1980-3]
were 527.6 million current dollars. The Western Lottery-Manitoba Distributor Inc.
is sole distributor of Western Canada Lottery Foundation lottery tickets In
planitoba. The WLMD s a non-profit corporation whose members, by Order-in-
Council and written agreement, include the Manitoba Arts Cowncil, the United
Way, the Manitoba Sports Federation and Total Community Involvement Inc. Each
supports their respective constituent groups from its share of distributor
commissions. In 1979-80 the WLMD had net distribution income of 32.8 million
with 3600,050 going to sach partner, Retailers include both commercial and non-
profit operators.

3.61  Payments from distributors are received by the Foundarion which deducts
prizes and expenses o cover its operations, and then distributes net proceeds 1o
the Manitoba Lotterles Commission based upon ticket sales. The Commission then
deducts expenses to cover its operations and transfers profits to the Manitoba
Lotteries Trust Fund. Profits are esarmarked 2/3 to the Department of Fimess,
Recreation and Sport, and /3 to the Department of Cultural Affairs & Historical
Resources. In J979%-B0 the Department received a total of 51,678,465 of which
51,276,09] went to Cultural Affalrs Branch and 5402,374 to Historlcal Resources
Branch.

Manitoba Lottery Revenue in Support

5.62 A recent publication of the Western Canada Lottery Foundation summarizes
dishursement of Manitoba lottery revenues between 1271 and 1981, Figures inglude
all grants from lottery profits as well as revenue sarned through WLEMD. 1t does
not, however, include retall commissions earned by non-profit groups (87

MANITOBA LOTTERY REVEMNLUE
Disbursements and Commitments
1271 - 1981

Yet to be allocated 417,700

ommited but not paid out
pending completion of projects 7,882,900

Pair:
Sports 7,490 800
Cultere * JLu3F, 700
Community Recreation 7060, 700
Social Services 2,767,600
Heritage 1,019,400
Community Involvement lljﬂﬂtﬂlﬂlﬂ

TOTAL $35,699,800

* a brealdown s pravided in para. 5,63, p. 28
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Manitoba Lottery Revenue in Support to Culture

563 Between |97] and |98| approximately 37.4 milllen In WCLF profits and
distributors commissions were used in support to culture:

MANITOBA LOTTERY REVENUE IN SUPPORT TO CULTURE
Disbursements and Commatments
i971 - 198}

Cultural Organizations 517,400
Manitoba Arts Councils 3,327 400
Winnipeg Art Gallery 730, 800
Featival Manitoba L 130 205
Special Cultural Programs 60, 200
Talking Books - C.MN.LE, 36, 000
Language Programs g6, 700
Libraries 03,000

27,631,700

The Department of Cultural Atffairs & Historical Resources

568 In 1979-80 the Cultural Affairs Branch made grants totglling $5.2 million.
Approximately 33.% million or 75% were from the regular leglslative appropriation,
The remaining 51.3 million or 25% of grants were from Cultural Affalrs' share of
lottery profits. The Branch administers three arts support programs including &
grants program for major culteral institutions; a grants program to  assist
communities and cultural organizations in the development of their activities; and
a lottery grants program in support to Festival Manitoba, Concerts In the Morth
and Tour Hosting. In [979-30 the department made seven operating grants to
major cultural organizations totalling 53.6 milllon. Recipients included the
Manitoba Arts Council, the Winnipeg Art Gallery and the Manitoba Centennial
Centre. In addition four capital grants totalling 50.3 million were made ta major
cultural organizations including the Winnipeg Art Gallery. Eight lottery grants
totalling 50,7 million were made Inciuding a tied-grant of S0.3 million to the
Manitoba Arts Council (48]

The Manitoba Arts Councll

.65 The Councll has for a rumber of years received an annual fegisiative
appropriation and ‘tied' or special lottery grants in support te one-time or
developmental projects from the Department of Cultural Affairs. Total Council
income In 197%-80 was 51,308,000 of which 543,000 or 32% came in the form of
the general appropriation; 571%,000 or 55% in distributor commissions from the
WLMD: and $138,000 or | 1% from tled lottery grants. On-going operations, such as
the Manitoba Theatrs Centre, Royal Winnipeg Ballet and Winnipeg Symphony, are
to be funded through the annual legislative appropriation. In 1979-80 thed loftery
gramts were intended to provide special loans to the Winnipeg Symphony, to
support a special study of cultural facilities, and o make up for & shortfall In
revenue eamed [rom Council’s participation In Western Lottery-Manitoba
Distributor. This shortfall resulted from the govermment's decision, through an
Order-in-Councll, to include Teotal Community Involvement Inc. as an equal WLMD
partnet.
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The Manitoba Arts Council (cont'd)

5.66 The Chairman of the Council, in the 1979-80 Annual Report, noted Council
was attempting to increase performing company grants to 15% of their operating
budgets. The Chairman went on

The Council has been able to consider this funding pattern only by
committing the use of lottery monies to ongoing programs. The
Council regrets that it must rely on its tenuous share of lottery
revenue in this way and supports the recommendations of the
Cultural Policy Review Committee report in its position that the
Manitoba Arts Council should be less dependent on lottery revenues,
not more dependent. Lottery-based revenues now make up more than
65% of our total income compared with 64% in 1978-79 and 33% in
1977-78. Tax-based appropriations for the normal operatlons in this
current year are $417,600 compared to $537,500 in 1978-79 and
$589,300 in 1977-78.

It should be pointed out, however, that the large increase in the total
budget of the Council during the past several years and, therefore,
the funds available to support the arts, is directly attributable to the
increase in lottery-based income, both as a result of Council's
partnership in the Western Lottery-Manitoba Distributor Inc. and
from supplementary funding from the lottery revenues accruing to
the Department of Tourism and Cultural Affairs. Indeed, for two
years now the Department has made a special grant to the Council
from its lottery revenues; last year to bring the operating grants of
three major performing arts companies to a 'current' basis and, this
year, to assist the Council to reach its funding objectives for the
major companies.

The difficulties in accurately estimating lottery revenues, and,
therefore, income to the Council create a major budgeting problem
for Council. The Council has experienced a significant deficit for the
first time in its history, attributable, in the main, to lottery
shortfalls and, while further lottery funds are expected from the
government, the shortfall has caused the Council real concern. (49)

Manitoba Cultural Policy Review Committee

5.67 In 1979 the government initiated a Cultural Policy Review Committee "to
develop a statement of principles underlying government support of culture; on the
basis of these principles, to examine the present grant structure, criteria and terms
of eligibility, methods of processing applications, evaluating programs and
providing accountability for the use of public funds" (50).

5.68 The Committee made several recommendations concerning lottery support to
the arts including: (i) support for the government's policy of using lottery revenue
for capital and special purposes in culture and recreation; (ii) lottery revenue
should be used in a 'challenge grant' program to encourage establishment of
endowments for cultural organizations; (iii) lottery revenue should be used to
establish a 'Half-Back' scheme to be known as 'Replay'; (iv) all recommended
lottery programs be implemented on a three-year trial basis; and (v) the Ministers
of Culture and Recreation develop a joint strategy for new lottery revenues.

"?q-_-




GOVERNMENT OPERATED LOTTERIES AND THE ARTS
(d) Western Canada Lottery Foundation (cont'd)

Manitoba Lotteries Review Committee

5.69 In January 1979 the Manitoba Lotteries Review Committee submitted its
final report to the provincial government (51). The report provided an exhaustive
review of lotteries in Manitoba, including casinos and other forms of gambling
treated as 'lotteries' by the Criminal Code. The Commissioner made two formal
recommendations affecting lottery funding in support to the arts. These included
that:

i) the Manitoba Lotteries Commission be disbanded and replaced by a
corporation with a Board of Directors, two of whom should be
appointed on the recommendation of the Manitoba Arts Council; and

ii) Total Community Involvement Inc. be added as a fourth and equal
partner in Western Lottery-Manitoba Distributor Inc. and thereby
receive one-fourth of total profits. This recommendation, accepted
by the government in 1979-80, reduced the WLMD net income going
to the Manitoba Arts Council from a third to a fourth and resulted in
a shortfall in anticipated revenues made up by a special lottery grant
from the Department of Cultural Affairs.

5.70 The Commissioner also recommended that lottery funds be made available to
professional performing arts organizations not just for deficit retirement but also
for operating purposes:

Certain of the performing arts groups, in particular the Manitoba
Theatre Centre, the Royal Winnipeg Ballet and the Winnipeg
Symphony ... have maintained ... that to the extent such valuable
community institutions are not funded from municipal, provincial and
federal tax dollars and from private contributions, they should be
able to look for assistance from lottery funding. Such organizations
have enjoyed such assistance in the past but almost invariably for the
reduction or elimination of deficits. The interests of the Province as
a whole and of those performing organizations and others like them
would be better served if the Lotteries and Gaming Control
Commission were authorized to commit from lotteries funds, at least
one year in advance, an amount or amounts towards operating
expenses... Such a practise would not, in my view, impose a serious
problem on lottery funding and would assist in imposing financial
discipline upon the performing arts organizations funded from
lotteries ...(52)

5.71 The Commissioner concluded his report by saying:

Lotteries and lottery funding provide to governments a unique and
special opportunity to assist in the growth and development and
maturity of community organizations ... Neither tax dollars nor
lotteries funds should ever become the sole source of funding for any
of these community organizations... One ingredient must be evident
in every decision respecting funding and the amount of funding from
lottery monies to community purposes. That essential element is
good judgement ... {53)
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Saskatchewan: A Brief History

5.72 There were no government operated lotteries in Saskatchewan prior to the
formation of the Western Canada Lottery Foundation in 1974. However, in 1973
both the Regina Exhibition Board and Saskatchewan Sports were granted licences
to conduct privately operated lotteries with prizes in excess of $100,000 (54). With
formation of the Foundation, the province in effect appointed Sask Sports as the
provincial marketing authority and distributor for Western Canada Lottery tickets
as well as the principal distributing organization for lottery profits. In addition
Sask Sports was to receive an annual lottery grant to cover its own administration.
Sask Sports in return terminated its privately operated lottery.

5.73 The Regina Exhibition Board, however, continued its sweepstakes lottery,
Super Loto. When the Foundation introduced its second game, the Express in 1976,
it was necessary for Saskatchewan to eliminate Super Loto because the province's
population was insufficent to support three major lotteries (see para. 5.50 iii,
page 25}, On January 20, 1977 Sask Sports signed an agreement with the
Saskatchewan Super Loto Committee, representing the Regina Exhibition Board, by
the terms of which Super Loto was terminated in return for payment of the first
$300,000 of annual net income from the Western Express plus 20% of any net
income in excess of $600,000. These payments continue to be made {55).

Saskatchewan: The Present

5.74 The Western Canada Lottery/Saskatchewan Division (WCL/SD), operated by
Sask Sports, is the official provincial marketing authority. In 1980-81 ticket sales
in the province was 521.2 million current dollars. Sask Sport Distributors Inc.,
through more than 220 non-profit organizations and several commercial
distributors who joined in 1980-81, is the official distributor of Western Canada
Lottery tickets in the province. Participating non-profit organizations include 74
sport groups, 15 cultural organizations and 106 services clubs. Retailers include
both commercial and non-profit operators. In 1980 it is estimated that distributors
received approximately $1.7 million and retailers $1.7 million in commissions.

5.75 Payments from distributors are received by the Foundation through branches
of the Imperial Bank of Commerce. It then deducts prizes and expenses to cover
its operations and distributes proceeds to the WCL/SD based upon ticket sales in
the province. The WCL/SD then deducts expenses to cover its operations and
transfers profits to Sask Sports Trust. In 1980 the WCL/SD transferred an
estimated $3.3 million to Sask Sports Trust.

Sask Sports Trust

5.76 In 1974 Sask Sports Trust was established to receive and disburse lottery
profits from WCL/SD. The Trust allocates profits through three committees:
sports, culture and recreation. Each committee is made up of six 'experts' who
meet four times a year to assess applications. Available funds are divided: 50% to
sports; 40% to arts and culture; and 10% to recreation. This distribution formula
was provided to Sask Sports at the time it was appointed the effective provincial
marketing organization (56). In 1980 Sask Sports Trust allocated nearly $3.3
million current dollars in 700 grants to approximately 124 non-profit organizations.

5.77 The Culture and Arts Division of Sask Sports Trust administers grants in
support to the arts. All grants are made from lottery profits. The purpose of the
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Sask Sports Trust (cont'd)

Division is to promote cultural activities and increase community involvement in
cultural activities. There are currently ten grant programs including: Personnel;
Out of Province Travel; Group Travel; Costume Assistance; Grant in Aid of
Specialized Training; Equipment; Specialized Equipment; Pilot Projects-Special
Projects-Innovations-Research; Two to Five Year Projects; and Public Fund-
Raising Incentive Grants. In 1980 the Division provided $1.4 million in grants to 40
cultural organizations {57). By way of comparison, the Saskatchewan Arts Board
had total expenditures of $1.5 million in 1979-80 (58).

Report of the Saskatchewan Cultural Policy Secretariat

5.78 The report of the Cultural Policy Secretariat, September 1980, made several
recommendations concerning Sask Sports lottery funding of arts activities. The
Secretariat recommended most cultural programs run by Sask Sport be transferred
to the Saskatchewan Arts Board (SAB) or the Department of Culture and Youth.
This recommendation was based on a number of assumptions:

i) Sask Sport was an inappropriate vehicle for the support of culture;

ii) Its presence, all the more significant because of increasing lottery
funds, unnecessarily complicated arts funding in the province;

iii) Culture & Arts Division was a 'step—hild' of a sports organization;
iv}  The Board of Sask Sport contained no cultural representatives; and

v) To require cultural organizations and artists to apply to three
grant-giving agencies for support for different aspects of their
program is cumbersome, confusing and inefficient.

5.79 The Secretariat also noted that the Culture and Arts Division of Sask Sports
maintained a policy of not duplicating funding from other agencies. Because of
this policy Sask Sports had tried to find a role different from the Saskatchewan
Arts Board and the Department of Culture and Youth. As a result "as lottery
money has increased and funding for the other agencies has diminished relatively,
(there) has been a distortion of priorities for many arts groups" (59).

5.80 The Secretariat made its recommendations with 'some regret'. It recognized
that Sask Sport had brought considerable new. funds to the arts. The Secretariat
did not oppose the use of lottery money for culture, but rather it opposed Sask
Sports as the vehicle for its disposition. The Secretariat supported the province's
consistent view that lottery funding belonged outside the consolidated revenue
fund, some distance from line departments. Accordingly it recommended that all
lottery revenue, except that already designated for sports and recreation, be
placed in a Saskatchewan Arts Board Endowment Fund, with a matching annual
grant from the Heritage Fund. The Secretariat estimated that 40% of Sask Sport's
funding in support to culture would be shifted to the endowment.

5.8]1 The Secretariat recommended that new revenues, anticipated from the Super,
be used to support a ticket rebate program like the Ontario Half-Back program
(p. 22). The Secretariat also recommended the Heritage Fund grant be made over
five years "by which time the endowment fund should be able to generate enough
income to provide close to one half of the Arts Board budget" (60).
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Alberta: A Short History

5.82 Prior to 1974 and the formation of the Western Canada Lottery Foundation,
there were no government operated lotteries in Alberta. However, beginning in
1971 the Edmonton and Calgary Exhibition Boards both operated major sweepstakes
lotteries offering $200,000 in prizes.

5.83 When the Western Canada Lottery Foundation was formed in 1974 the
Department of Government Services also Responsible for Culture (Alberta Culture)
became responsibile for marketing WCLF lottery tickets in the province. A
representative of the Department sits as a voting member on the Board of the
Foundation.

5.84 The department licenced the Western Canada Lottery-Alberta Division
(WCL/AD), a partnership of the Calgary and Edmonton exhibition associations, as
the principal marketing organization. The WCLF/AD is a non-profit organization
with six Directors of its Board - three from the Edmonton Exhibitions Association
and three from the Calgary Exhibition and Stampede Association. In addition, a
representative of Alberta Culture sits as a non-voting member of the Board.

5.85 The WCL/AD was licenced to exercise exclusive distribution rights and
responsibilities for Western Canada Lottery tickets in Alberta. In effect, WCL/AD
became the provincial marketing organization. In turn WCL/AD appointed
distributors throughout the province. Despite the agreement, however, distribution
and sales remained legally the responsibility of the department (61).

5.86 The WCL/AD also became the principal distributing organization for lottery
profits. Allocation of profits was prescribed by Order-in-Council and enshrined in
various agreements with the partnership (62). While the allocation formula has
changed through the years, both the Edmonton and Calgary exhibition boards have
each received 30% of net WCL/AD income throughout the period. In return, both
exhibition associations have terminated their cash sweepstakes lotteries.

Alberta: The Present

5.87 The Western Canada Lottery Foundation/Alberta Division {WCLF/AD) is the
effective provincial marketing authority. It appoints distributors, all of whom are
profit-making commercial operators. In addition to regular retailers, however, the
WCLF/AD designates some non-profit groups as 'special retailers'. Regular
retailers receive approximately 10% of the face value of each ticket. In 1979-80
there were 34 such 'special retailers' who earned $300,000 in commissions.
Beginning in January 1980 net commissions of special retailers were doubled by
WCL/AD. Most were service clubs. None were arts groups.

5.38 In 1979-80 ticket sales in the province were 540.8 million current dollars.
Payments from distributors were received by the Foundation through branches of
the Imperial Bank of Commerce. It deducted prizes and expenses to cover its
operations and then distributed net proceeds to WCLF/AD, based upon ticket sales
in the province. The WCLF/AD then deducted expenses to cover its operations and
transferred net income of $9.3 million as directed by Alberta Culture (63).




GOVERNMENT OPERATED LOTTERIES AND THE ARTS
(d) Western Canada Lottery Foundation (cont'd}

Alberta: Lottery Support to the Arts

5.89 The WCL/AD formula for allocating net income varies with each licence from
Alberta Culture., Support to the arts varies, accordingly, with each licence. In
1977-78, with net income of $7.] million current dollars and the Commonwealth
Games in Edmonton still a financial reality to many arts groups, WCL/AD made 34
grants to arts groups totalling $2.1 million current dollars. Groups included the
Banff School of Fine Arts, Northern Light Theatre, Alberta Ballet, Latitude 53
Society of Artists and the Alberta Arts Foundation. For the eight months reported
for 1978-79, with net income of $5 million, WCL/AD made 15 grants to arts groups
totalling $1.3 million current dollars. Groups included the Canadian Music
Competitions, Talent Alberta Showcase Society, Alberta Foundation for the
Performing Arts and the Canadian Music Centre. In 1979-80, with net income of
$9.3 million current dollars, WCL/AD began the first year of a new three-year
licence. It adopted a formula of 30% of net income to each exhibition association,
and the remaining 40% to 12 non-profit foundations - 20% to sports and 20% to arts
and culture. WCL/AD made seven grants to arts groups in 1979-80 totalling $I
million current dollars (64). In addition to a grant of $280,000 to the Alberta
Foundation for the Canadian Music Centre under the old licence, grants went to:

Alberta Foundation for the Performing Arts ($312,500): whose
objectives are to provide persons and organizations with the
opportunity to participate in the performing arts; and to support and
contribute to the development of the performing arts.

Alberta Art Foundation ($250,000): whose objectives are to encourage
and facilitate the enjoyment of works of art by Alberta artists; to
collect, preserve and display works of Alberta artists; and to assist
artists resident in Alberta for the benefit of the public generally.

New Western Film Foundation ($62,500): whose objectives are to
encourage interest in the television arts and film production; to hold
film and television festivals, seminars, workshops and educational
conferences; to collect money by way of donations, dues or
otherwise; and to hold or expand funds towards achieving the
objectives of the organization.

Canadian Band Director's Association, Alberta Chapter ($31,250):

whose objective is to encourage the development of band music in
schools and communities in the province through a variety of
activities including: competitive conference of national and
international performers and lecturers.

Alberta Choral Director's Association {$31,250): whose objectives are
to promote an understanding and appreciation of choral music as a
medium of artistic expression; to develop choral music rehearsal
techniques and practices; and to encourage the use of choral music in
schools, churches, industry and the community.

Alberta Historical Resources Foundation ($25,000): whose objectives
are to assist the preservation of Alberta's historical buildings, sites
and objects; and to assist development of a better understanding of
Alberta's history.
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Alberta: Lottery Support to the Arts {(cont'd)

5.90 The Alberta Foundation for the Performing Arts, the Alberta Cultural
Heritage Foundation, and the Alberta Historical Resources Foundation, receive
only lottery revenues from the WCL/AD. The Alberta Art Foundation, founded in
1972, pre-dates the Foundation and receives, in addition to lottery funding from
the WCL/AD, an annual legislative appropriation through Alberta Culture.

British Columbia

5.91 There were no government operated lotteries in British Columbia prior to
formation of the Foundation in 1974. The Lotteries Branch of the Ministry of
Provincial Secretary and Government Services has been the provincial marketing
authority since 1974. In 1980-81 ticket sales were $96.6 million current dollars.
More than 250 non-profit groups act as distributors for Western Canada Lottery
tickets in the province. Each receives 10% of gross ticket sales. Groups may not
use distributor's commissions for operating purposes. Rather commissions must be
distributed to constituent groups or for a charitable purpose. Between January I,
1975 and December 15, 1978 some 275 non-profit societies earned more than $12.5
million. Most, according to a spokesperson, are sports groups, but also include
some arts groups. No information concerning distributor commissions in support to
the arts was available. Retailers include commercial and non-profit operators. No
information concerning retailer commissions in support to the arts was available.

5.92 Payments from distributors are received by the Foundation which deducts
prizes and expenses to cover its operations and then distributes net proceeds to the
Lotteries Branch, based upon ticket sales in the province. The Lotteries Branch
then transfers profits to the B.C. Lottery Fund, Ministry of Provincial Secretary
and Government Services. In 1979-80 net proceeds were approximately $16 million
current dollars.

5,93 Lottery proceeds are distributed in two ways: capital and equipment grants to
a variety of organizations, and transfers to long-standing funding agencies
including the B.C. Physical and Amateur Sports Fund; the B.C. Health Care
Foundation; the B,C. Heritage Trust; and the B.C. Cultural Fund. In 1979-80 grants
amounting to $6 million current dollars were made and $10 million were
transferred to funding agencies.

Lotteries Grants Branch

5.94% Direct grants are made by the Lottery Grants Branch, Ministry of Provincial
Secretary and Government Services. Generally they are made on a matching basis,
but the formula varies from case to case. In 1979-80 the Branch made 37 direct
grants to arts, bands and musical groups as well as museums and galleries totalling
to $618,639. Arts groups received 27 grants totalling $472,252 including $100,000
to the Vancouver Symphony; $45,000 to the Vancouver East Cultural Centre;
$30,000 to the Anna Wyman Dancers; $20,000 to Kaleidoscope Theatre. Two grants
were made to bands and other music groups totalling $17,210. Eight grants were
made to museums and galleries totalling $129,177. In 1980-81 a grant to the
Vancouver Art Gallery for $2,000,000 over three years was approved, Of the total
grant $666,700 was actually paid in 1980-81.
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Cultural Services Branch

5.95 The Cultural Services Branch is also part of the Ministry of Provincial
Secretary and Government Services. In 1979-80 it had total income of $4,545,662
made up of: (i) an annual appropriation of $224,256 for administration and $229,670
for grants and subsidies, or 12% of total income; (ii} $1,540,212 in interest income
earned on the B.C. Cultural Fund (34%); and (iii) 52,464,480 or 54% of total income
transferred from the B.C. Lottery Fund {65).

5.96 In 1979-80 the Cultural Services Branch allocated $4.3 million through five
grant categories {66):

i) Professional Arts Programs - in support of operations and projects
to advance professional artistic development, expand professional
services or develop new areas of interest - $2.8 million or 65%
of all grants;

Community Arts Development - in support of community arts councils
and agencies to develop neighbourhood and regional arts resources
and make them available to the community at large - $0.5 million
or 12%;

Service Programs - in support to non-profit organizations which
provide specific services and programs to the entire province -
$0.4 million or 9%;

Artists and Student Services - in support to the arts education of
promising residents and to encourage advanced studies and
professionalism in the arts - $0.2 million or 5%; and

v) Special Services - $0.4 million or 9%.

Applications are assessed for artistic quality by advisory committees and the
British Columbia Arts Board. Created in 1974 the Board has fifteen members
appointed by the Minister and represents all regions of the province and all
disciplines and community interests.

B.C. Cultural Fund

5.97 Established in April 1967 as a perpetual endowment, the objective of the
Cultural Fund is to encourage and stimulate the arts by providing support to:

i) project and operations of the professional arts;

i) projects and programs for community and amateur arts
(through community arts councils); and

iii}  arts scholarships.

5.98 It was originally endowed with $5 million, increased to $10 million in 1969; to
$15 million in 1972; and to $20 million in 1974, Beginning in 1975 annual
endowment interest of approximately $1.54 million has been augmented by direct
transfers from the B.C. Lottery Fund. Between January 1975 and January 1979 the
Cultural Fund received more than $4 million. This represented approximately 14%
of the $31 million accrued by the Lottery Fund. In 1979-80 the Cultural Fund
received a transfer of $2,464,480. The Cultural Services Branch estimates that
59% of every grant dollar awarded by the B.C. Culture Fund in 1979-80 came from
lottery profits, compared with 36% in 1975-76.
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Yukon

5.99 The Yukon Lotteries Commission is the territorial marketing authority. In
1980-81 ticket sales were $0.7 million current dollars. Non-profit cultural and
recreation groups serve as distributors of Foundation lottery tickets, Non-profit
distributors receive 10% of gross ticket sales on Express and Provincial tickets and
15% on Super tickets. Some distributors are arts groups, including the Art Society,
the Guild Society, and the Friends of the Gallery., Commercial and non-profit
operators serve as retailers receiving a 10% commission.

5.100 Payments from distributors are received by the Foundation which deducts
prizes and expenses to cover its operations and then distributes net proceeds to the
Lotteries Commission, based upon ticket sales in the territory. The Commission
then deducts expenses to cover its operations (under contract to Rampart
Management) and transfers profits to a trust fund administered by the Commission.

5.101 Proceeds in 1980-81 were approximately $231,000 current dollars. Net
profits were $150,000 or 65% of lottery proceeds. The remaining 581,000 or 35%
went towards administrative expenses. The Commission is made up of sixteen
individuals representing each constituency of the Yukon. The same group makes up
the Recreational Advisory Committee (RAC) to the Department of Education.

5.102 The RAC receives an annual allocation from the Department of Education
which in 1980-81 was $115,000. This is earmarked as operating support to cultural
and recreational organizations. Various arts groups receive support, including the
Yukon Arts Council, a volunteer agency, which received a $25,000 operating grant
as well as a $5,000 project grant from the Lotteries Commission.

5.103 The Commission meets twice a year to review applications. According to a
spokesperson the review process is demand-oriented. Applications are considered
on their individual merits. Between December 1979 and July 1981 approximately
$195,000 in grants were made of which $39,850 or 20% were for cultural projects.

Northwest Territories

5.104 The Northwest Territories became an associate member of the Foundation in
September 1979. Sports North is the territorial marketing authority. Sports North
also serves as sole distributor of Foundation tickets in the territories. Non-profit
groups apply to Sports North to become retailers. According to a spokesperson, no
arts groups serve as retailers,

5.105 Payments from distributers are received by the Foundation which deducts
prizes and expenses to cover its operations and then distributes net proceeds to
Sports North, based upon ticket sales in the territories. Sports North then deducts
expenses to cover its operations and transfers profits to its member organizations
and to non-profit retailers. All Sports North members are sports groups with the
exception of the Council for the Disabled, an associate member.

5.106 In 1980-81 proceeds were $165,000 and distributed in the following manner -
45% to Sports North; 10% to Sports North's manager for administration; and 45%
to non-profit retailer. No additional statistical or descriptive information
concerning lottery support to the arts was available.
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{e) Loto-Canada

5.107 The Olympic Lottery (Table 4, pp. 13-14) was incorporated in April 1974 to
finance the 1976 Olympic Games in Montreal. By agreement regional and
provincial lottery corporations distributed tickets for a specified return. In June
1976, Loto Canada was incorporated, replacing the Olympic, It was established to
pay off the Olympic deficit and to finance the 1978 Commonwealth Games in
Edmonton. In 1978-79, its last full year of operation, Loto-Canada had ticket sales
of more than $262 million current dollars. Net profits in that year were more than
$63 million.

5.108 In February 1979 the federal minister responsible for sports announced plans
to re-allocate estimated $80 to $100 million in annual Loto-Canada profits 1/3 in
support to amateur sports; 1/3 in support to culture; and 1/3 in support to research
in sports and culture. This was the first time the federal government had formally
proposed to use lottery funds to supplement regular budgetary support to the arts
and culture.

5,109 With a new federal government in power, in August 1979 the federal and
provincial governments agreed that the federal government would retire from the
lottery field. Loto-Canada was effectively terminated on December 31, 1980. The
Loto-Canada game, however, was continued by the Interprovincial Lottery
Corporation as the Super. Like the Provincial, finances for the Super are included
in financial statements of participating regional and provincial lottery
corporations,

5.110 Withdrawal by the federal government from the lottery field was made in
return for an annual payment of 524 million from the provinces indexed to the
Consumer Price Index. Additional compensation was made by the provinces for
commitments made of the federal government based on the operation of its own
lottery. This additional compensation varied from province to province. In Ontario
it included $14 million in support for the renovation of the Royal Ontario Museum
(see para. 5.49, p. 24). While the subject of continuing controversy, the agreement
remained in force after the change of the federal government.

A Special Program of Cultural Initiatives

5.111 In December 1980, the Minister of Communications announced creation of A
Special Program of Cultural Initiatives (67). The program is to be financed from
one-half of the payments received from the provinces. Over three years the
federal government intends to spend $39.6 million current 1980 dollars to assist the
arts and culture through four new program initiatives. At the end of the three-
year period all program initiatives will be evaluated.

5.112  The first initiative, 'Deficit Reduction for Cultural Organizations', is
intended to enhance the financial viability of professional performing arts
organizations by reducing their accumulated deficits. A federal grant of 1/3 of the
accumulated deficit up to a maximum of $300,000 will be made if the province and
community each match the federal grant. Grants will be made once only for the
fiscal year ending June 3G, 1980 or its equivalent. Applications will be assessed by
the Canada Council which will advise the Minister as to the professional and
financial status of each applicant.

5.113 At least |40 performing organizations are eligible (Table 6, p. 40).
Accumulated deficits for 91 reporting companies were $8.7 million in current 1979
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A Special Program of Cultural Initiatives (cont'd)

dollars. The federal/provincial/community share would be $2.9 million each. By
August 4, 1981, 49 federal grants had been made totalling $2,433,000.

5.114 The second initiative, 'Management Development in Performing Arts
Organizations' consists of two parts. The first is 'Assistance to Management
Development Projects' intended to strengthen arts management. Grants will be
based on an assessment by the Canada Council. By August 4, 1981, one grant had
been made for $41,000. The second part is 'A Grant to Performing Arts
Organizations without Accumulated Deficits' intended to reward organizations
without accumulated deficits less than $10,000. In 1979, at least 157 performing
organizations did not have accumulated deficits (Table 6, p. 40). By August %,
1981, forty grants had been made totalling $585,000. Grants are based on company
operating expenditures:

Company Expenditure Grant
up to $100,000 $5,000
101 - 250,000 10,000
251 - 500,000 15,000
501 - 1,000,000 20,000
1,000,001 - 2,500,000 25,000
2,500,001 and over 50,000

5.115 The third initiative, 'Capital Assistance to Cultural Institutions' consists
of two parts. The first is 'Capital Assistance to Non-Profit Organizations in the
Performing Arts' and is intended to provide public access to professional
performing arts by developing and upgrading a national network of facilities.
Grants will be based on an assessment by the Canada Council and other experts in
the field. The second scheme is 'Capital Assistance to Custodial Cultural
Institutions’ and is intended to conserve objects and exhibit them within capital
assistance projects costing more than $200,000. Grants will be based on an
assessment of the National Museums Corporation and other experts. Account will
be taken of provincial commitment. By August %, 1981, three grants had been
made under both parts totalling $8,000,000.

5.116 The fourth and final federal initiative is 'Special Cultural Activities of a
National Character or Significance' and is intended to assist projects of a national
character or significance. The Department of Communications will assess all
projects based on the assessment of relevant federal departments and agencies. By
August 4, 1981, nine grants had been made totalling $925,000.
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PRIVATE OPERATED LOTTERIES AND THE ARTS
Introduction

6.0l Public developments surrounding privately operated lotteries are summarized
in Appendix A. Standard financial statistics for privately operated lotteries are
provided in Table 5, p. 15 and Appendix C.

6.02 The amended Criminal Code (see para. 3.09 iii,iv,v, p.7) enabled the
provinces to licence private lotteries:

i) by charitable and religious organizations;

ii) at agricultural fairs and exhibitions; and
ili}  at public places of amusement.

The provinces have taken differing advantage of this enabling clause. Eight
provinces, the Yukon and Northwest Territories have initiated licencing
procedures. Two provinces, Newfoundland and Prince Edward Island, have no
formal procedures, but tolerated charitable and religious lotteries.

6.03 The provinces and territories may licence any lottery scheme, with the
exception of games specifically prohibited in the amended Code - namely dice
games, three-card monte, punch boards and coin tables. However, it was left to
the provinces to prescribe regulations and procedures, which today vary from
jurisdiction to jurisdiction. Most prescribe the type, size and number of games
which can be licenced. Most prescribe the percentage of gross receipts to be
returned in prizes and net receipts to be returned to sponsoring charities. All
licence both 'money’ and 'goeds’ lotteries. In some, rigid regulations are enforced;
in others regulations vary case by case.

6.04 Charitable and religious organizations are generally non-profit groups exempt
from income tax and able to issue tax deductible receipts to donors. There are
some 43,000 non-profit organizations in Canada. Non-profit groups can be licenced
only if the proceeds are used for charitable or religious purposes. In most
jurisdictions, groups such as service clubs can also conduct lotteries if proceeds are
paid to a recognized charity or used for a charitable or religious purpose. In some
jurisdictions, 'for-hire' commercial operators can conduct a lottery on behalf of a
licenced non-profit organization. In all provinces, lotteries at agricultural fairs
and exhibitions are licenced. In Ontario and Quebec, the 'public places of
amusement' provision has been used to regulate pinball machines and arcades.
Accordingly, the definition of a privately operated lottery is subject to the varying
definition of twelve provinces and territories.

6.05 Another factor complicating investigation is a paucity of comparative and
comprehensive statistics. Most provinces do not maintain aggregate descriptive
statistics. Most can provide information only for the most recent years. Some do
not distinguish charitable and religious from other types of organizations,
e.g. commercial amusement operators. It must be noted, however, that the vast
majority of privately operated lotteries are conducted by charitable non-profit
organizations. In an effort to provide compatible data reports from each
jurisdiction were converted to a standard financial statistics format (Table 5, p. 15
and Appendix C). The resulting statistics provide a conservative and understated
estimate of privately operated lottery activity in Canada.

6.06 Complications resulting from the complex changing nature and licencing
provisions of privately operated lotteries have been avoided in this section to
provide a relatively clean and clear presentation. The concluding section provides
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consideration of some factors which complicate and compromise any study of this
urgque funding source.  Chart |, page 51 provides & summary of licencing and

Erlvatujy operated lotteries in support 1o the arts by jurisdiction. For each four
Asic questions are answered:

1] Who 15 the licencing authority?
I}  What games and operators are lcenced?
i}  Hew many games and how much is Involved?

v}  How can the arts obtain lottery funding?

{a) Newfoundland

£.07 There is no licencing authority in Newfoundland. As a result, according to a

rovincial spokesperson, lotieries are technically illegal. In the past, however, it
as been palicy to tolerate religious and charitable organizations conducting
lotteries for strictly charitable purposes. Any other type of lottery would be
prosecuted when & complaint was laid. Another spokesperson described private
lottery activity as heavy and estimated annual gross receipte at 58 million. The
Bepartment of Justice is currently developing a licencing system lor possible
implementation in early 1982, The proposad system would be similar o Ontario
where religious and charitable groups and agricultural [airs can nin ‘money’
lotteries. "Goods' letteries at agricultural fairs would be exempt from licencing.
Mo statistical or descriptive information concerning privately operated lotteries in
spport 1o the arts is available,

(b} Prince Edward Island

£.08 There is no licencing authority in Prince Edward Island, The Department of
Justice has prepared and submitted a proposed licencing policy te Cabinet. It Us
expected to became an Order-in-Council in late 1981, Details are not available. In
the meantime, a spokesperson noted, the province will, in practice, be "turning a
blind eye" to religious and charitable games. No statistical or descriptive
information concerning privately operated lotteries in support to the Fris s
avallable,

{c} Nova Scotia

609 The MNova Scetia Lottery Commission Ras pbeen the provinclal licencing
authority since 1974 (see para. 510, p. 17} All ‘coammercial’ licences were,
however, frozen in October 1980. According to a spokesperson, the provinoe 15 in
the process of revising licencing regulations for introduction within |8 montha.
Charitable ar rellgious groups are currently permitted to operate ticket or bingo
lotterles. They must return 23% of gross receipts to the charitable or relighous
purpose. Licence fees are 2% of prizes awarded. The frequency and size of
lotteries is determined at the discretion of the Commission. Grodps are redquired
o submit financial reports, but the Commission do== not maintain aggregate
statistics, Mo statistical or descriptive |nformation concerning private lotteries
in support to the arts is available.
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6.10 Under Order-in-Council (80-807) October 2, 1980, the Lotteries Commission
of New Brunswick became the provincial licencing authority. Prior to that time
the Commission dealt exclusively with government operated lotteries (see
para. 5.12, p. 18). The Commission immediately set up a temporary licencing
system until permanent regulations could be developed. Under the interim system,
applications are submitted to district revenue offices of the Department of
Finance which issues the licence, in most cases. For unusual or difficult
applications, district revenue offices consult the Lotteries Commission which
renders the final decision. To date there is no provision for central licencing of
applications. There are no hard and fast guidelines.

6.11 A second Order-in-Council (81-18), issued in January 1981, clarified
eligibility. Whereas the first Order-in-Council stated that only religious and
charitable groups were eligible, Order-in-Council 81-18 extended eligibility to all
"those whose principal object is the furtherance of sport, social, community or
fraternal objects and who will utilize the proceeds of any lottery scheme for such
purposes” (65). According to a Department of Finance spokesperson, all non-profit
organizations are eligible provided they comply with the Criminal Code. Licences
are issued for a maximum period of one year. All standard games such as raffles,
bingos, etc., are licenced.

6.12 According to another Department of Finance spokesperson, the permanent
licencing system, expected in the fall of 1981, will be much more comprehensive.
Details await deliberations of the Lottery Commission. Accordingly no statistical
or descriptive information on privately operated lotteries in support to the arts is
available.

(e) Quebec

6.13 "La régie des loteries et courses du Québec" is the provincial licencing
authority. It administers legislation originally introduced in December 1969.
Legislation has been modified since, but Quebec has licenced private lotteries
continuously since 1970. All games permitted by the Criminal Code are licenced.
In 1979-80, public places of amusement such as pinball machines, slot machines,
bowling alleys and amusement rides have been licenced.

6.14 In 1970-71, Quebec issued 231 licences for 21,358 events. Licences peaked at
7,940 in 1978-79 compared to 5,737 in 1979-80. The apparent decline resulted from
greater use of multiple event licencing. The number of events held in 1979-80 is
not available, However, in 1978-79 some 7,911 licences were issued for 42,282
events (Appendix C). The 1970 figure is misleading because during the first year
many organizations operated games without a licence. In 1970, some 1,241
organizations ran games. In 1978, more than 3,613 organizations held lotteries.
Over the period, 304,089 games of chance were operated under 55,738 licences.

6.15 In 1970-71, gross receipts were $14.6 million compared to S44.8 million in
1979-80, measured in constant 1971 dollars (Table 5, p. 15). In 1970-71, net
receipts were $3.9 million or 26.4% of gross receipts compared to S11.2 million or
24.9% in 1979-20. In 1970-71, gross receipts were 26.7% of Loto-Québec ticket
sales compared to 32.1% in 1979-80,

6.16 From time to time, La Regie publishes, in its annual report, a breakdown of
private lottery finances by type of organization including religious, social, cultural,
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(e) Quebec (cont'd)

leisure and other, The most recent breakdown is for 1978 (68). Of gross receipts
amounting to $94.6 million current dollars in 1978, 'cultural’ organizations received
$3.7 million or 3.9% (Appendix C). Of $22 million in net receipts, cultural
organizations received $1.0 million or 4.7%. It should be noted that 'cultural' is
used in the broadest sense including, for example, summer camps. No further
statistical or descriptive information concerning privately operated lotteries in
support to the arts is available.

(f) Ontario

6.17 The Lotteries Branch of the Ontario Ministry of Consumer and Commercial
Relations is the provincial licencing authority. It administers legislation
originally introduced in 1970. Licencing authority is, however, shared with the
municipalities. The municipalities can licence charitable or religious groups to
conduct: (i) a bingo or raffle lottery; or (ii) a scheme at a bazaar within prescribed
prize limits. For bingo and raffle lotteries, all prizes, cash or merchandise, on a
single occasion, cannot exceed $3,500 or $5,000, respectively. A provincial licence
is required when these limits are exceeded. A provincial licence is also required
for all other lotteries. The 'public places of amusement' provision of the amended
Criminal Code has recently been used to licence pinball machines and arcades.

6.18 In 1970-71, Ontario and its municipalities issued 6,865 licences for 30,779
events compared to 19,559 licences for 101,011 events in 1979-80 (Table 5, p. 15).
Financial figures, other than prizes, are not available. Prizes amounted to $23.4
million in 1970-71 compared to $37.8 million in 1979-80, measured in constant 1971
dollars.

6,19 For raffles in Ontario, prizes are approximately 50% of gross receipts and
net receipts average 30% of gross receipts. Using these ratios, estimates were
calculated for gross and net receipts. It should be noted, however, that ratios for
other games of chance differ. The resulting estimate probably understates the
magnitude of privately operated lotteries. Estimated gross receipts in 1970-71
were $46.9 million compared to $75.7 million in 1979-80 measured in constant 1971
dollars. Net receipts were $14.1 million in 1970-71 and $22.7 million in 1979-80.

6.20 According to the Lotteries Branch "the history of lottery licencing in Ontario
has been uniquely characterized by its emphasis on allowing thousands of
organizations, each supporting its own very worthwhile cause, to benefit from the
amendment to the Criminal Code in 1970". To the province:

The income provided from lotteries has, in varying degrees, removed
the pressure on government and private individuals to continually
subsidize these vital pursuits on a 'hand out' basis. Many previously
worthwhile projects have been revived through the knowledge that
lottery money would guarantee a minimum degree of continuity in
their operations (69).

6.21 In 1979, 234 organizations held raffles with gross receipts of $32.7 and net
receipts of $10.6 million in current dollars {(Appendix C)., Several arts groups held
raffles in 1979. The Peterborough Symphony Orchestra raised $10,030 current
dollars in gross receipts and 52,161 in net receipts. The Royal Ontario Museum




PRIVATE OPERATED LOTTERIES AND THE ARTS
(f) Ontario (cont'd)

raised gross receipts of $44,980 and net receipts of $39,822 which were used
towards its expansion and renovation fund. Other arts groups have held 'goods' and
'money' lotteries. Arts Canada Magazine, for example, has held several 'arts
lotteries' using donated art work. In 1978, it raffled 6 works, selling 500 tickets
at $50 a piece. Gross receipts were $25,000 and net receipts were $12,000. In
1980, Arts Canada raffled 22 works of art, selling 2,300 tickets at $10 a piece.
Gross receipts were $23,375 and net receipts were 58,000, No further statistical or
descriptive information concerning private lotteries in support to the arts is
available at this time.

(g) Manitoba

6.22 The Lotteries Licencing Board of the Attorney General's Department is the
provincial licencing authority. It administers legislation originally introduced in
1971. Responsibility is, however, divided between the province and the
municipalities which can only licence charitable or religious lotteries. Specifically,
municipalities may licence bingo and raffle lotteries when prizes for a single event
do not exceed $3,000; bazaar lotteries when each prize does not exceed $100 and
the value of securing a chance does not exceed 30 cents.

6.23 The Board licences bingo and raffle lotteries with prizes greater than $3,000
and lotteries conducted at agricultural fairs, exhibitions and public places of
amusement. Percentage of gross receipts limits are set on expenses and the return
to the charitable purpose. Unless otherwise authorized, 25% of gross receipts of a
bingo lottery must go to the licenced charitable purpose. Casino games are,
however, exempt from most of these limits. Licence fees are charged by both
municipal and provincial governments. The Board, for instance, charges a fee of
1% of bingo and raffle prizes.

6.24 Data for provincially licenced games are available from 1977-78. Municipal
data are available only from 1979-80. In 1979-80, 5,052 licences were issued: 4,022
or 79.6% were municipal and 1,030 or 20.4% were provincial licences. Total gross
receipts were $31 million current dollars of which 87% or $27 million went to
provincial games. Net receipts were $8.8 million of which provincial games
accounted for $6.7 million or 77%. No aggregate statistics concerning privately
operated lotteries in support to the arts is available.

6,25 In June 1980 the Winnipeg Art Gallery held an 'internal' raffle for which 1,500
tickets were sold at $100 a piece with gross receipts of $150,000. Prizes amounted
to $40,400. The only additional statistical information regarding support to the
arts concerns casino games held in Winnipeg between 1978 and 1981.

Organizaton Date Profit
Manitoba Theatre Centre Dec. 1978 518,069
Royal Winnipeg Ballet Sept. 1979 45,064
Winnipeg Symphony & Manitoba Opera Assoc. Oct. 1979 69,773
Winnipeg Folk Festival & Multiple Sclerosis Soc. May 1980 33,882
Manitoba Theatre Centre Oct, 1980 109,733
Winnipeg Art Gallery & Wolinsky Collegiate Jan. 1981 167,665
Royal Winnipeg Ballet & St. Boniface Research Fnd. Apr. 1981 164,772
TOTAL 5663,958
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(h) Saskatchewan

6.26 The Attorney General's Office was the provincial licencing authority from
1970 until April 1, 1977 when responsibility was transferred to the Lottery
Licencing Division of the Department of Consumer Affairs. No formal licencing
legislation exists. Rather the province relies upon regulations passed by Order-in-
Council. Regulations issued in April 1978, and still in effect, allow the Director to
issue bingo and raffle lottery licences with a maximum prize of $25,000. Any
lottery exceeding this limit must be licenced by Order-in-Council. A spokesperson
noted there was an increasing number of Order-in-Council licences being issued.
None have exceeded $100,000 prize value. Smaller games can be licenced by
municipal authorities. Only charitable lotteries, including those at exhibitions and
agricultural fairs, are licenced.

6.27 Aggregate data are available only since 1977-78. In 1977-78, 1,148 bingo,
raffle and casino licences were issued compared with 1,348 in 1979-80 (Table 5,
p. 15). Gross receipts were S4.1 million in 1977-78 and $4.9 million in 1979-80,
measured in constant 1971 dollars. Net receipts were $1.2 million in 1970-71
compared with $1.5 million in 1979-80. Prizes were approximately 55% of gross
receipts; expenses 15%, and net receipts 30% of gross receipts.

6.28 According to a spokesperson, lottery activity is larger than licenced games.
For example, although 'pull-ticket' lotteries are not currently licenced, the
spokesperson estimated $7 million annually is generated by unlicenced operators
from inside and outside the province. No statistical or descriptive information
concerning privately operated lotteries in support to the arts is available.

(i) Alberta

6.29 From 1970 until 1972 the municipal and RCM police were the effective
licencing authority and operated under Order-in-Council. From 1973 to January
1981 the provincial licencing authority was the Gaming Control Section of the
Attorney General. In January 1981 the Alberta Gaming Commission became the
licencing authority. The Commission is made up of six private citizens and a
chairperson appointed by the Attorney General. The Commission receives and
assesses all applications and conducts public hearings concerning games and their
regulation. The Gaming Control Section is responsible for enforcement and audit.
Licences are issued to charitable and religious organizations, agricultural fairs and
exhibition associations.

6.30 There is no general licencing legislation. Rather the province has
traditionally designated a licencing agent by Order-in-Council. General policy
guidelines are developed and issued by the Gaming Control Commission, from time
to time. Conditions are determined on a case-by-case basis. There are no hard and
fast rules as to frequency and size of games, with the exception of casinos. Only
charitable and religious lotteries are licenced. The Gaming Control Section, in its
audit and enforcement role, requires financial reports from each licencee at the
end of each lottery event. No aggregate statistics are maintained, however.

6.31 As of January I, 1981, two casinos are allowed to operate in Calgary and
Edmonton at any one time. Previously only one casino was allowed. Casinos are
limited to two days or less. Eligible organizations are allowed only one public or
one private casino each year. The actual number of games is restricted to
maximums of 15, 30, and 30 depending on the size of the
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(i) Alberta (cont'd)

organization. Exhibition associations are allowed 2 mawimum of 120 licenced
games during annual agricultural falrs.

6.32 In 137475, 3,700 licences were jssued for 21,366 events compared with 4,64
licences for 26,830 events in 1979-80. [n 1979-80, the Gaming Control Section
changed it reporting period resulting in an understatement for 1979-80 vis-a-vis
previous years. During 1978-79, the last year under the old reporting system, 8,257
licences were issued for 37,505 events,

6.33 Gross receipts In 1979-73 were 5137 million dollars compared to $34.7
millien in |379-80, measured in constant 197] dollars. In [978-79, the last year
under the old reporting system, gross receipts were 562.0 million. In 198D-81 gross
receipts were 361.0 million. MNet receipts in 1974-75 were 54.7 million or 25.7% of
gross recelpts compared to 311.7 million or 21.3% of gross receipts In [979-80. In
1380=8] net receipts rose to 512.9 million.

6.34 Private operated lotteries i1 Alberta are significantly larger than government
lotteries. In |979-80 gross receipts were 318% of Western Canada Lottery
Foundation ticket sales i Alberta. Accumulated gross receipts for private games
between |974-73 and |979-80 were 112% of accumulated ticket sales for the entire
Foundation, in all provinces. Mo statistical or descriptive Information concerning
privately aperated lotteries in support 1o the arts is available.

{j} British Columbia

5353 Betweesn 1970 and 1978 the Administrative Office of the Ministey of the
Arttorney General waz the provincial licencing autherity. No formal licencing
leglslation exists, Rather the province relies ypon Order-in-Council regulations. In
1976 regulations were revised and authority transferred to the B.C. Lotteries
Branch of the Provincmal Secretary and Minister of Government Services (see
para. 321, p. 35  Under regulations passed in June 1978, all private lotteries
allowed by the Criminal Code can be licenced. Cames include single events and
annual binges te a maximum of 3 games on one occasion and limited to 52
oCCasions per year. In the case of religiows and charitable lotteries a fixed
‘percentage of the gross receipts - 30% in the case of ticket lotteries and casinos.
and | 3% to 20% of bingos - must go towards the religious or charitable purpose.

6.38 Data are only avallable from |977-74, Licences Increased from [,%37 in
|377-F8 to 2,944 in |1979-80. Gross receipts rose from 512.7 million in 197778 1o
%17.5 million In [979-80 in constant 1971 dollars. Met receipts increased from
23,2 million in 1977-738 to $5.0 miillon In 1973<80. According 10 a spokesperson
“the very large Increase in revenue and denations to charity can be attributed to a
conceried drive 1o obtain long-overdue linancial statements from lleencees", Data
are reported only for nen-profit games of chance.

.37 According 1o a spokesperson two legislative committees will be struck In late
198] to examine gaming in British Columbia, One will investigate “social club
gaming" (gaming othet than non-profit), while the second will axamne other forms
of paming. According to ancther spolesperson, 3 number of licences were itsued 1o
Br1s groups. However, they cannot be identified except by reviewing each
application, No statlstical or descriptive information concerning privately
operated lotieries in support 1o the arts is available.

i




PRIVATE OPERATED LOTTERIES AND THE ARTS
(k) Yukon

6.38 The Deputy Minister of Consumer and Corporate Affairs is the territorial
licencing authority under Lotteries and Games of Chance Regulations of September
1978. Religious and charitable organizations are eligible to conduct games not
prohibited by the Criminal Code. According to a spokesperson, 'charitable’ is
interpreted broadly "thereby enabling community groups, through a licence, to
organize and operate various lottery schemes to raise funds for community service
work or charitable objectives”. There are no restrictions on the number of
lotteries. No licencing fees are charged. New regulations are under consideration.

6.39 Only one non-charitable game is licenced, 'Diamond Tooth Gertie's' in Dawson
City, operated by the Klondike Visitors' Association. A special annual licence is
issued and a fee credited to the consclidated revenue fund. In 1978, the fee was
$5,520; in 1979, $6,625. Regulations were not established until mid-1978. In 1979,
157 licences were issued and 201 in 1980,

6.40 A number of arts groups received licences between 1978 and 1980. No
financial or statistical information is available. Arts groups included:

Year Organization Number of Licences Issued
1978 Folk Music in Yukon l

1979 Dawson City Music Festival
Whitehorse Weavers and Spinners Guild
Yukon Historical and Museum Association
Dawson City Museum

Yukon Craft Society

Whitehorse Highland Dancers

Dawson City Museum

Whitehorse Spinners and Weavers Guild

(1) Northwest Territories

6.41 The Consumer Services Branch of the Department of Justice & Public
Services has been the territorial licencing authority since 1973. According to a
spokesperson ‘'licences are issued ... to religious or charitable non-profit
organizations if the proceeds are to be used toward a religious or charitable object
or purpose”. At present the Territories licence raffle and ticket lotteries; bingos;
casino games including blackjack; over and under; as well as pull and break-open
tickets, The Branch has developed draft regulations which have been distributed
for discussion. A September 1981 deadline has been set for public submissions and
new regulations are scheduled to come into force by January 1982.

6.42 1In 1980, 555 licences were issued. Of the 474 groups reporting, net receipts
were 51.0 million current dollars. Three arts groups held lotteries including the
Guild of Crafts, Nothern Homecrafters and Inuvik Arts & Crafts. In the previous
year the Inuvik Cultural Exchange and the 5t, Patrick's Musical Theatre Society
held lotteries. Approximately 42% of private lotteries were in support to
recreation or sports; 36% in support to service clubs; and 22% in support to youth,
education and religious groups. According to a spokesperson less than 1% were
held by arts groups. WNo further statistical or descriptive information concerning
privately operated lotteries in support to the arts is available.
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LOTTERIES AND THE ARTS
Conclusions
7.01 VYarious complicating factors make conclusions concerning government and
privately operated lotteries somewhat tentative. Furthermore, the research
program did not permit a complete investigation of government and privately
operated lotteries. Nor did it permit a complete investigation of arts funding in

Canada. Nonetheless, certain general conclusions concerning the linkages between
lotteries and the arts can be drawn. Conclusions fall into four broad categories:

{a) Growth & Stability

(b}  Accountability

(c) Use in Support to the Arts
(d) Abuse in Support to the Arts

(a) Growth & Stability

7.02 By any measure the growth of government and privately operated lotteries,
particularly in the last five years, has been nothing less than phenomenal. In 1970-
71 ticket sales were $116 million; 0.1% of Gross National Expenditure (GNE); and
$5.45 for every man, woman and child in Canada. In 1979-80 ticket sales were $1.5
billion in current dollars; 0.5% of GNE; and $62 per capita. Official Canadian aid
to developing countries, by contrast, was 0.4% of GNE in 1979-80. Government,
corporate and university R&D expenditures were 0.9% of GNE.

Government Operated

7.03 Gross operating revenue from government lotteries in 1970-71 was $30
million; in 1979-80 $443 million in current dollars. As a percentage of consolidated
tri-level revenue (federal, provincial and local), lottery revenue increased from
0.1% in 1970-71 to 0.4% in 1979-80. Provincial lottery revenue increased from $30
million in 1970-71 to $382 million in 1979-80, or from 0.1% of consolidated
provincial-local revenue to 0.5%.

7.04 No source of public finance, with the possible exception of energy taxes, grew
as fast in the last decade. Financial results for 1980-81, for the four active
regional and provincial lottery corporations, show strong growth over 1979-80:

Atlantic Lottery Corp Ticket Sales $53 million up 28%
(Net Profit) 16 million up 49%
Loto-Québec Ticket Sales 411 million up 29%
(Net Profit) 141 million up 39%
Ontario Lottery Corp Ticket Sales 490 million up 51%
(Net Profit) 149 million up 60%
Western Canada Lottery Fnd Ticket Sales 200 million up 28%
(Net Profit) 62 million up 39%
TOTAL TICKET SALES 1980-81 current dollars $1,154 million up 37%
(TOTAL NET PROFIT 1980-81 current dollars) 369 million up 47%

7.05 In a period of stagflation and taxpayer revolt, governments are likely to
maintain, and more probably extend, government operated lotteries, particularly
given a real rate of return on sales of more than 30%, as well as general public
acceptance. While lottery revenues have and will fluctuate, only scandal and the
resulting loss of public confidence seriously threatens the revenue stability of
government operated lotteries in Canada.
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LOTTERIES AND THE ARTS
Conclusions
(a) Growth & Stability (cont'd)
Privately Operated

7.05 Gross receipts from privately operated lotteries increased from $17.9 million
in 1970-71 to $482.9 million current dollars in 1979-80. Net receipts increased
from $18 million in 1970 to $143 million. Most privately operated lotteries are
conducted by non-profit organizations. There are about 43,000 non-profit
organizations in Canada. In [979, some 391 corporations donated $58.1 million to
all religious and charitable causes. In 1978-79 direct and indirect (tax revenue
foregone through deductions of individual charitable donations) federal expenditure
in support to the non-profit sector was $546.5 million current dollars. By the end
of the decade, privately operated lotteries were almost two-and-a-half times as
important a funding source for non-profit organizations as corporate donations and
more than |/4 as important as federal support to the non-profit sector.

7.06 Faced with a pressing need for funding, the non-profit sector is likely to
maintain, and more probably extend, privately operated lotteries particularly given
a real rate of return on sales of 30% and general public acceptance. While lottery
revenue has and will fluctuate and while eventually the market may become
saturated, only two factors seriously threaten the revenue stability of privately
operated lotteries. The first is scandal and the resulting loss of public confidence
which in the last century led to the prohibition of lotteries. The second factor is
competition from government operated lotteries which in some jurisdictions are
eager to expand and thereby ensure public confidence.

The Arts

7.07 In 1981-82 direct provincial lottery support to the arts is estimated at $40
million current dollars. This excludes lottery revenues placed in general revenue
which increases total resources available in support to the arts through regular
programs, Total provincial cultural expenditures in 1979 were 5261 million of
which direct lottery support was at least 15% (70). In addition the federal
government, through its Special Cultural Initiatives, will spend $13.3 million in
lottery funds in support to the arts in 1981-82. Privately operated lottery support
to the arts in 1981-82 is conservatively estimated at 520 million. Total direct
lottery support to the arts in 1981-82, therefore, is estimated to be $73 million
current dollars.

7.08 The pattern of support to the arts in the 1950's and 1960's was one of 'arms-
length' agencies created by the provinces, but with the provinces playing a
relatively small role. Both the provinces and their 'arms-length’ arts agencies
tended to take direction from the program initiatives of the Canada Council (71).
By the mid-1970's the arts support pattern had changed to one of provincial
ministries of culture using lottery revenues playing the leading role in innovative
arts support programs like Half-Back etc, The role of 'arms-length' agencies
declined, both in relative dollar terms and in terms of initiating innovative support
programs (Chart 1, p. 51).

7.09 The rejection of lottery funding by 'arms-length’' agencies is a continuing
theme in arts support pattern of the 1980's. Such agencies tend to view lottery
revenues as unstable and unreliable, However, both the experience of the 1970's
and the fact that 'gambling' is an elemental and ongoing form of human behaviour,
contradicts this assumption. Rejection by 'arms-length' agencies will result in a
growing governmental 'political' presence in arts support through the 1980's.
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LOTTERIES AND THE ARTS
Conclusions
(b) Accountability
Political

7.10 Exclusive legislative authority of the Parliament of Canada extends to "The
Criminal Law, except the Constitution of Courts of Criminal Jurisdiction, but
including the Procedure in Criminal Matters" (Section 91 (27) of the British North
America Act). Administration of justice, however, is the prerogative of the
provinces including imposition of punishment for criminal and civil offenses
(Section 92 (14), (15). Growth of lotteries in the 1970's was the direct consequence
of federal amendments to the Criminal Code which enabled the federal government
and provinces, individually and conjointly, to operate government lotteries, and as
well enabling the provinces to licence privately operated lotteries.

7.11 Division of responsibility resulted in differing standards of accountability and
public disclosure. Comparison among government lottery corporations are also
affected by their status. Like all self-financing Crown Corporations, they report
outside the regular budgetary process and use accounting practices more
appropriate to their commercial activities. In addition, the veiling effects of the
Interprovincial Lottery <Corporation further complicates and compromises
comparability of results.

7.12 Expenditure of profits also tends to be different than general tax revenue,
e.g. held in trust or otherwise earmarked. Special treatment {facilitates
discretionary application of funds and experimentation with innovative support
programs, This also results in significantly different treatment and reporting of
revenue and expenditure in different jurisdictions. Direct comparisons can be
difficult or misleading.

Financial Reporting

7.13 Government operated lotteries do not use standard commercial or
governmental acounting. Rather they use a distinct form of lottery accounting
which varies among corporations. This new form of accounting has been under
continual modification through the decade. To appreciate the difficulty in
comparing results, consider 'profits'. All government operated lotteries are
conducted by corporations responsible for administration, marketing, prizes and
sales of tickets. In some jurisdictions, tickets are distributed by the corporation
itself. In others, tickets are distributed by commercial and/or non-profit
distributors who receive commissions 'off-the-top' from ticket sales. In other
jurisdictions, non-profit distributors receive a bonus on top of commissions.
Bonuses may be paid by the government after receipt of profits, or in other
jurisdictions paid by a lottery authority before proceeds are transferred to the
government or its designated representative.

7.14 All corporations pay commissions to retailers. Retail commissions are paid
'ofi-the-top' of ticket sales. In some jurisdictions, however, non-profit retailers
receive a bonus on top of commissions. Bonuses may be paid by the government
after receipt of profits or in other jurisdictions paid by a lottery authority before
proceeds are transferred to the government or its representative.

7.15 In some jurisdictions, the lottery corporation transfers net profits (after
deducting prizes and operating expenses) to the general revenue fund of the
government, In others, corporations transfer proceeds to a lottery authority which
may or may not deduct its own operating expenses before turning profits over to

.52




LOTTERIES AND THE ARTS
Conclusions
(b) Accountability (cont'd)

the government or its representative. Thus there are five stages at which
deductions from lottery proceeds may be made. Accordingly what constitutes 'met
profits' varies between jurisdictions within one regional lottery corporation and
among different corporations. Such variation also affects measurement of support
to the arts. Commissions and bonuses can be a significant source of support. In
some jurisdictions they are the only direct source of lottery funding; in others,
profits are also earmarked in support. It is difficult to estimate total support to
the arts because commissions are generally not identifiable, except on a case-by-
case basis.

Fundamental Factor

7.16 The fundamental factor affecting accountability of government and privately
operated lotteries is their phenomenal growth., In a few short years they have
become a significant source of public and non-profit finance. Rapid development
took place in a very 'laissez-faire' fashion, more in the manner of the 1960's than
the 1970's. Proliferation of corporations, games, commissions and disbursement
programs has created a confusing patchwork in support to various 'good causes'.
This 'helter-skelter' obscures the growing significance and impact of lotteries.
Many jurisdictions have not or cannot report aggregate support to various 'good
causes'. If scandal and loss of public confidence are the only serious threats to the
revenue stability of government and privately operated lotteries then more
complete public oversight and disclosure is required.

(c) Use in Support to the Arts

7.17 The importance of lotteries in support to the arts is borne out by history. In
1753 the PBritish Parliament authorized a lottery to finance the first collections of
the British Museum. In 1846 the Arts Unions Act of the United Kingdom exempted
voluntary arts associations from the general prohibition against lotteries and
permitted "distributing by chance works of art". In fact, the arts were the only
'good cause' for which lotteries were legal in Britain between 1846 and 1934.

7.18 While information is scarce, it appears that in the early 19th century lotteries
were actively used in Lower Canada to support the arts. It is certain, however,
that between 1970-7] and 1979-80 government and privately operated lotteries
have become a significant source of funding to the arts. Chart | (p.51)
summarizes government and privately operated lottery support to the arts. As
noted in para. 7.07, page 50, direct lottery support to the arts in 1981-82 is
approximately $73 million current dollars, almost one and a half time the budget of
the Canada Council.

7.19 There are at least six ways government operated lotteries can provide support
to the arts. These include: (i) general increase in government revenue;
(i) earmarking of lottery funding in support to regular programs; (iii) creation of
endowments or reduction of deficits through 'Challenge Grants'; (iv) creation of
rebate programs to foster audience development; (v} income from sales
commissions and bonuses; and (vi} commissioning of artists and arts organizations
for advertising and marketing purposes.

-3
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(c) Use in Support to the Arts {cont'd)
General Increase in Government Revenue

7.20 Lotteries were one of a very few dynamic new revenue sources in the 1970's.
The resulting increase in government resources can result in increased support to
the arts through the regular programs of government departments and agencies.
However, this use of lottery funding depends upon the priority of the arts relative
to other activities. By the mid-1970's, however, many arts agencies found their
priority was not sufficifiently high to ensure increases in support above the rate of
inflation.

Earmarking

7.21 The earmarking of lottery funds, either through regular government
departments or through 'arms-length’ agencies, provides an additional and growing
revenue source in support to the arts. This additional revenue can be used to
upgrade existing support or undertake new and innovative programs not possible
during a period of high government deficits and austerity.

Endowments and Deficit Reduction

7.22 Lottery funds, preferably through '‘Challenge Grants', can be used to stimulate
private and foundation donations to establish endowments for major arts
organizations and/or assist in retiring accumulated deficits. In a period of high
inflation endowments cannot be considered 'perpetual’ because of the inflationary
erosion of principal. They can, however, provide a secure and relatively long-term
source of funding. Application of lottery funds towards retirement of accumulated
deficits offers immediate short-term relief from bank and interest payments which
threatened not just the financial but also the artistic status of many arts
organizations. If arts organizations are to have the 'right to fail' then lottery or
other supplementary funding must be available as a saftey net for financially
responsible but artistically adventurous companies.

Rebates and Audience Development

7.23 During the 1970's most arts agencies focused their support on creation and
production of works in the arts as well as development of the individual artist.
Audience development tended to be restricted to rather limited arts education
efforts through programs such as 'Theatre for Young Audiences'. Lottery funding
offers the opportunity for adult audience development through rebate and other
innovative programs such as 'Half-Back'. Such programs can encourage segments
of the population traditionally beyond the reach of the arts, and thereby foster the
'democratization' of the arts.

Sales Commissions and Bonuses

7.24 Sales commissions and bonuses provide a small but important addition to arts
operating revenue in many jurisdictions. Sales of tickets also offer an opportunity
to practice and develop solicitation techniques used in subscription sales
campaigns. The experience and expertise of lottery corporations, in this regard,
can be most helpful. In addition, selling takes the artist and the arts organization
to the people, and thereby fosters 'democratization' and reduces the alleged
'elitism' of the arts.
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{c) Use in Support to the Arts (cont'd)

Commissioning of Artists and Arts Organizations

7.25 As the largest commercial advertisers in the country, government operated
lotteries can offer employment opportunities to individual artists and arts
organizations, As revealed in recent surveys of actors, directors and visual artists,
advertising is an important source of supplementary income for Canadian artists.
In addition, advertising can serve as a profitable mass-market technique for
audience development which is not normally available to arts organizations.

(d) Abuse in Support to the Arts

7.26 There are at least five ways lotteries can be abused in support to the arts:
(i) displacement of other revenue sources; (ii) the illusion of ‘arms-length';
(iii) program proliferation; (iv) dissociation of revenue and expenditure; and
(v) rejection of lottery funding.

Displacement of Other Revenue Sources

7.27 Lottery funding can be used by government and other patrons to displace
other revenue sources, i.e. what is given with one hand is taken away with the
other. There may be little or no net gain in giving up one source of revenue in
order to obtain lottery funding. Within the arts, however, there is a tradition of
multiple funding which ensures artistic freedom. If displacement can be avoided,
then lottery funds should enhance and extend the freedom of artistic organizations.
Displacement results from the vagaries of the political process not instability of
lottery funding.

The Illusion of 'Arms-Length' Funding

7.28 Lottery funding can be abused if governments attempt to create an illusion of
‘arms-length' support. If in fact lottery funding is used to direct or control
arts organizations and grant-giving bodies, such an 'illusion’ will eventually shatter.
Again such an ‘illusion' results from the vagaries of the political process rather
than any inherent instability or bias in lottery funding itself. If scandal and loss
of public confidence are the only serious threats to the revenue stability of
government and privately operated lotteries then such 'illusions’' must be avoided.

Program Proliferation

7.29 As a new and innovative funding source, lotteries can be abused if they result
in a proliferation of support programs, either within existing funding agencies or
through the creation of new ones. This can and has caused confusion concerning
the 'who, what, when, where and how' of total lottery funding in support to the
arts. In most jurisdictions there is no clearly defined system of lottery funding.
Lack of co-ordination between lottery and more conventional funding sources can
disrupt priorities of arts groups and force them to adjust to the funding priorities
of different support agencies or programs rather than pursuing their own artistic
objectives.
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{(d) Abuse in Support to the Arts (cont'd)
Dissociation of Revenue and Expenditure

7.30 The fourth potential abuse can arise through a dissociation of lottery revenue
and expenditure. Lottery corporations are essentially money-making machines
which generally play little or no part in the expenditure of funds, apart from
administration and prizes. Dissociation can lead to a confusion between means and
ends. Advertising emphasis on the 'big win' may reduce public awareness and
sympathy for the 'good cause'. In the arts, for example, dissociation may reduce
advertising opportunities for artists and arts organizations. If the arts are a major
beneficiary of lottery funding then linking 'means and ends' could serve to increase
ticket sales; provide the arts with increased employment opportunities; and foster
audience development through the expensive media advertising of government
lottery corporations.

Rejection of Lottery Funding

7.31 The final potential abuse of lottery funding can arise from rejection of this
revenue source by 'arms-length' arts agencies. 'Arms-length' agencies are generally
committed to professional excellence determined through various systems of peer
evaluation. Rejection of lottery funding, the fastest growing source of public and
non-profit finance, would compel the arts to rely on more conventional revenue
sources, Such sources of public finance have become increasingly strained during
the 1970's. Rejection could increase exposure to the vagaries of the political
process which, in the 1970's, failed to provide many 'arms-length' arts councils with
stable inflation-proof support. Furthermore, rejection generally leads to an ever

increasing 'political' presence in the arts as governments place rapidly growing
lottery funds at the disposal of ministries of culture whose primary objectives are
political, not professional excellence,
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INTRODUCTION

This chronology of significant events concerning lotteries in Canada has been
developed from two sources. Most of the entries have been adapted from the

Canadian News Facts, a bi-weekly compendium of current events as reported in

major Canadian newspapers. Additional citations have been summarized from
newspaper articles obtained through the Newspaper and Periodical Section of the
National Archives.

The chronology serves as a concise record of decision on lotteries in Canada
between 1967 and 1980. It begins with the events immediately preceding and
leading to the amendment of the Criminal Code in 1969 to allow the running of
public and private lotteries.

Whlle information is scarce, it would appear that private and public lotteries
operated in New France by the late 17th century. In 1783-84, the British
authorities ran a lottery to construct a new prison for the city of Montreal. A
decade later Curate Labelle held a lottery for the expansion of French settlement
in the colony. In subsequent years there arose in Lower Canada "a whole new spate
of lotteries - all claiming to support one or another such worthy cause as the

promulgation of Fine Arts and Letters, Maple Syrup, Fatherhood ... ".

During the 18th and 19th centuries there is no evidence that lotteries were used in
Upper Canada except for an abortive attempt to finance the Ontario, Simcoe and
Huron Union Railway in 1849. During the 1850's lotteries and similar games of
chance were banned in British North America by reference to the Gaming Act of

Great Britain. After Confederation various statutes, including one in 1892, re-

affirmed the illegal status of lotteries. As a result government operated lotteries

were not used again until the ill-fated Montreal municipal lottery of 1968.
Pressure for legalization was, however, present throughout the 20th century.




Quebec traditionally led the provincial fight for lotteries. Since the mid-1930's the
province had legislation to permit lotteries, but was unable to enact it because of
prohibitions in the federal Criminal Code. In 1934 the House of Commons
defeated, largely on the grounds of moral opposition, a bill aimed at legalizing
lotteries. A joint committee of the House and Senate studied the question again in
1954, but recommended against legalization. The Committee concluded that
government lotteries would raise little revenue. During the 1960's pro-lottery
sentiment gathered strength. In 1963, the Canadian Federation of Mayors and
Municipalities passed a motion in support of a Quebec proposal that the federal
government hand over control of lotteries for charitable and other purposes to the
provinces (15). Parliament debated the question throughout the 1960's, but the
Criminal Code was not amended until 1969. Reticence was undoubtably influenced

by past controversy and experience in other countries.

A number of motivations were attributed to Parliament's move in 1969 to legalize

lotteries. Some spokespersons argued that popular opinion was overwhelmingly in

favour of legalization and that much pressure to that end had been applied by

private groups and individuals as well as government bodies, particularly in the
province of Quebec. In addition there was concern that without legalization money
would continue to flow out of Canada to foreign games, such as the Irish Hospital
Sweepstakes., Other persons felt that gambling was a natural and inevitable
activity, and that the existing law was hypocritical. It was necessary either to turmn
a blind eye to well meaning groups who violated the Criminal code by running
raffles and bingos, or worse still to prosecute those groups. Finally there were
those observers, including many critics of lotteries, who believed that legalization
represented an effort by government to open up new avenues of revenue during a

period of increasing fiscal constraints.

It is interesting to note that while Parliament approved the change in the lottery
section of the Criminal Code, it did so only after a lengthy and contentious debate.
For some legislators all gambling was a social disease to be avoided at all costs.
Others saw government-run lotteries as a form of "regressive taxation" unbefiting
institutions which were supposed to set an example for the nation,




March leé. Quebec Considers Lottery Bonds. Quebec's Union Nationale
government presented its first budget including a series of higher taxes.
Finance Minister Paul Dozois announced that Quebec savings bonds, first issued
in 1962, would not be issued in 1967-68. He said the government was studying
the possibility of replacing them with lottery bonds simijlar to those issued in
Britain.

August 31. Ontario Committee on Taxation Rejects Lotteries. The Ontario
government received the report of the Ontario Committee on Taxation. The
report aimed basically at improving the position of the property taxpayer. It
warned that Ontario needed more room to inCrease its revenue in areas it
shared with Ottawa and said that if the room was not forthcoming residents
could face 12 per cent higher income taxes and a seven per cent sales tax, and
the province a deficit of 51 million.

In considering additional ways of raising revenue, however, the committee
rejected lotteries and a capital gains tax, urging instead a revision of the
inheritence taxes and the introduction of a gift tax.

October 12. Justice Minister Says Lotteries Likely to be Legalized. The federal
Justice Minister told the Commons that among amendments to the Criminal
Code to be introduced in the fall was one that would, in effect, allow the
provinces to operate lotteries.

Under Section 179 of the existing Criminal code lotteries were illegal, and
offences punishable by two years in jail.

The subject of lotteries had been discussed at federal-provincial conferences,
and Quebec, which generally led the drive for provincial lotteries, had enabling
legislation on the books since 1936, although it was never implemented because
of the Criminal Code.

British Columbia, Alberta and Saskatchewan were basically opposed to state
lotteries but the other provinces had not taken a strong position either way.

December 10. Citizen Presents Petition on Behalf of Lotteries. Mrs. Mary
English, a 5J-year-old widow who had spent 510,000 campaigning to legalize
lotteries in Canada left Ottawa after presenting the federal Justice
Department with a petition which she claimed was appended by 300,000
signatures of supporters. She said that 20 foreign countries were then selling
sweepstakes tickets in Canada which resulted in an estimated $100 million
leaving the country each year.




1967 (cont'd)

December 21. Criminal Code Changes Would Legalize Lotteries. The Commons
gave first reading to legislation, introduced by the federal Justice Minister, ||
designed to bring Canada's Criminal code in line with modern social thought.

Among other things the bill proposed that lotteries, at either the federal or
provincial levels be permitted. This provision was directed primarily at the
provinces which would be able to license religious and charitable organizations
to operate lotteries with an annual limit of $10,000 in prizes. Agricultural fairs
would be allowed to sell tickets on or off the fair grounds for a prize not
exceeding $35,000. According to the Justice Minister the federal government
had no plans to initiate a national lottery.

The proposed lotteries section earned favourable comment in Quebec which
had been awaiting such a federal enabling law since 1934. The Attorneys-
General of Ontario and British Columbia, however, said they were opposed to
lotteries. An Anglican Church spokesman criticized lotteries as irresponsible
and a United Church figure claimed that they dry up "the springs of charity".

1963

April 2. Montreal to Establish Municipal Lottery. The Mayor of Montreal
announced that a municipal lottery would be established to help balance the
city's budget. He called it a "voluntary assessment” with players ("voluntary
taxpayers") making a $2 donation for tickets with the chance to become one of
151 monthly winners. Top prize would be $5100,000 with the first draw
scheduled for May 27.

The Mayor said that Montreal would have to spend a record $238,473,992 in
1968, an increase of 532,875,390 over 1967. This increase would have required
a 20% increase in municipal taxes without the lottery scheme.

City Council approved the plan on April 9 after the Mayor told councillors
that $2 donations were arriving from all over North America.

April 26. Legality of Montreal Lottery Questioned. The Quebec Justice
Minister issued a statement describing the Montreal lottery-style voluntary tax
scheme as a contravention of the federal Criminal Code and thus illegal. (While
the Criminal Code is a federal law, prosecution under the gaming provisions is a
provincial responsibility.)

Earlier, on April 26 a United States postal official said in Washington that
any American participants in the scheme would face jail terms up to five years
and fines up to $5,000 because if the plan started operating in the U.S. it "would
fall into the same category as the Irish Hospital Sweepstakes".

Undaunted by mounting attacks on the legality of his city's tax lottery the
Mayor of Montreal said he would go ahead with promotion and invited the
Quebec government to challenge its legality in court. The scheme was
expected to raise $28 million for the city.




1968 (contd)

September 26, w The Quebec Court of Appeals
ruled that Montreal's “voluntary tax scrame” wat |llegal, on the grounds that it

contravenad the [ottery section of the Criminal Code. The court rujed three to
two that mo skill was needed to partiCipate, explaining that 73.399%% of
contributors were eliminated In the draw for |3 names. The other .001% were

cked by pure chance. Montreal sald it would appeal the decision to the
g'.qaremr Court of Canada.

Since 13 inception, four persona had each won the monthly top prize of
5100,000 by answering “skill testing™ guestions, the arswers to which were
printed on the back of receipts for sach 52 contribution. The ity had grossed
slightly more than 5& millien in the first four months of the monthly draw,
althouph officialy had hoped to raise 510,500,000 during thet period.

In Quebec City 2 provincial Justice sy Montreal could continue to operate
the lottery until ity appeal was heard by the Supreme Court.

December 3.  Monweal Lottery Adds Two Prizes. A city spokesman announced
that another 33,000 would pé IntD ity for Monmtreal's voluntary tax draw

beginning January |39 "because the difference In the amount won by the
secord last name drawn and the final name was 100 great”.

Previously the second last name had won only 31,000 ahich led many people
to complain about the wide gap in wirmings. “Now we will affer S163,00C in
silver ingots”, the spoketman said, "with the tension being split among the three
finalists.. There will be |53 names drawn with e last three winners ellgible for
55,000, 510,000 and finaily the 5100,000 prize”,

December [9. Criminal Code Bill Returnec. The Commons gave [rst reading o
the governments omnibus o] o1 71 amendments to the Criminal Code. A
sumilar bill introduced by the former Justice Minister had died on the order-
paper when an election was called.

The new blll contalned a number of changes from that tabled December 19,
1967, In addition to the legalization of certzin forms of lotteries, as previoualy
proposed, the 510,000 limit on the value of prizes which charitable or religious
organizations would be allowed to distribute through lotterles was removed.
Limita were 10 be prescribed by the provinces.




Jamuary 7. Moote Jaw Introduces Investment hw. Inspired by Montreal's
voluntary tax lottery aw, atchewan, introduced an "invest-and-win"

m to raise funds for community, recreational, educational and cultural
projects, The Mayor said that the idea was taken from Montreal's lottery but
that he ho it was “closer 10 being legal®,

Uncder scheme, certilicates were to be purchased from the Moose Jaw
Recreational and Cultural Development Society for 52. The entrant would then
be eligible for a monthly cash draw, the amoun! 1o be determined by the total
subscription each month. For the January draw 20,000 certificates were
printed,

After 27 yesrs the certificates wouid be redeemed for 52.50. Of the
procesds, ¥% was to be set aside for redemption, 60% of the remainder wai to
£9 0 the winner, and 0% of the remainder 1o linancing community projects.

May &, Criminal Code Bill ﬁ%n_d. The Commons gave tinal val to
the government's omnibus bill to amend the Criminal Code. Among other things
the amendments made lotteries for religious and charitable puarpeses legal and
handed responaibllity [or licensing them to the provinces.

May 12 Sports LuttcrE Fm%. The report of the [ederal ment's
task force on sport was Cnmmhrﬂui-hﬂmﬁhhun[n

calling for a 'new deal' for amateur sport the three member task lorce
recommended that "{ull conslderation be glven to every means of financing
sport including the matters of a sports tax and a sports lottery”.

June L2, Senate Passes Criminal Code Bill. The Senate gave third and final
reading to the government's amnibus blll on the Criminal Code. The bill made
legal certain charity and government lotteries,

July 3. Montreal Increases Lottery Prize Money, Total prize money in the
Montrea! loftery tax draw was [ncreased to 9.00,000 with the addition of a
320,000 runner-up prize.

Ti'! increase was the third since the draw was launched In Aprill 9638 when
total wimnings amounted to 5150,000. The city was hoping to remedy
decreasing interest in the scheme originally conceived to meet a predicted
municipal debt of 5I8 milllon. The grand prize remained at 5100000 with
runner-up prizes of 320,000, 510,000 and 55,000, The remaining 150 finalists
shared prizes of $300 and 5230,

Avugust 19, Lottery Hinted. The provincial Justice Minister sald in
Quebec Clty that the Quebec government might set up a provincial lottery.
Changes in the Criminal Code passed by Parliament June (2, 1963, allowed
the provinces to establish lotteries.




1969 (cont'd)

November 7.  Manitoba Centennial Lottery to be Based on Horse-Race. It was
announced in Winnipeg that the government sponsored lottery to be held in
Manitoba during its centennial year would be based on the running of the
Manitoba Derby on July 15, 1970. The lottery was to carry a minimum of
$175,000 in prizes.

November 14. Prevost Study Recommends Quebec Set Up Lottery. The fourth
report of the provincial Royal Commission on the Adminisiration of Justice in
Quebec was released. Established in 1967, the commission was headed by Yves
Prevost, a judge of the Quebec Welfare Court. I[ts latest report dealt with
organized crime in the province.

The commission asserted that the Mafia thrived in Quebec, as it did in the
United States, because it "sells goods and services to the public which are
banned by law but which the public desires". Mafia infiltration of society could
be partly halted, it was reported, by legalizing prostitution and gambling. To
this end the commission recommended, among other things, that Quebec set up
its own lottery, "because Canadian legislation in this area gives underworld
interests a quiet and complete monopoly".

December 22. Supreme Court Rules Montreal Loitery lllegal. Montreal's lottery-
style draw, announced by the city April 2, 1963, was ruled illegal by the
Supreme Court of Canada under the provisions of the Criminal Code. The
unanimous decision upheld a 1968 ruling by the Quebec Court of Appeals.

All seven Supreme Court justices agreed with the Quebec court opinion that
what the city claimed by advertisements "by necessary implication if not
expressly is that the statements printed on the reverse of the official receipt
are the answers to the questions which will be asked".

The Quebec court ruled by a 3-2 decision that 'the ability to memorize these
simple statments and to repeat them in public can at best be considered as a
minimal degree of skill incapable ... of keeping the scheme within the law".

Montreal City Hall immediately issued a statement saying the plan would be
discontinued and contributions to the December and subsequent draws returned
to senders. The Montreal executive committee chairman admitted that the
scheme was already doomed because of the recent Criminal Code amendment
which allowed the provincial governments to operate lotteries effective
January 1, 1970.

During its first twelve months the Montreal tax lottery attracted $10,611,906
in contributions. The city made a profit of $6,561,906 after using $%,050,000
for advertising and other purposes. Since the first draw Montreal had paid out
$3,295,000 in prizes.

The Mayor of Sherbrooke, Quebec, where a similar scheme offering $60,000
in prizes had been initiated in October 1969, stated that December’s draw would
be the last due to the ruling.




199 (cont'd)

December 21, Quebec Lottery O ation Set Up. The Quebec Aszembly gave
third reading to & Creating ation for Operating Lotteries
and Races. The corporation was charged with [ssuing licences lor the operation
of lotteries and other games of chance. Under the law it could operate its own
games of chance. The carﬁtra:lm was in line with the federal government's
omnibus bill passed earlier that year which gave provinces the responsibility lor
licensing gambling enterprises, effective January [, 1970,

According to the Finance Minister the provinclal government had astablished
the corporation in order to protect the publle from being exploited by private
groupi. Parish bingo groups would not require licences, he said, as long a3 they
did not contravens the Criminal Code,

The Firance Minister stated that the corporation was, for the most part,
based on schemes operating in lsrael and Sweden,

197G

January 3. Provinces Make Lﬂ“E} Rules. Following changes in the Criminal
Code and Quebec's esta a [ofttery corporation the other provinces

set up new regulations.

The Ontario cabinet decided on Jaruary 8 to give the municipalities the
responaibllity for lcensing lotteries They would be permitted to license
lotverles for charitable or rellgious purposes, agricultural fairs and exhibitions,
as well as lotteries of private cperators providing prizes did not exceed 5100
and tickets did not cost more than 30¢. But lotteries to ralse municipal or

ovinclal revenue were not to be allowed, except for the construction of
nespitals and things of that nature,

British Columbia, Saskatchewan and New Brunswick decided to licence
lotteries for religious and charitable organizations only.

The Alberta government was conferring with the state of Nevada before
intreducing a new policy in the provinte. [n the meantime the police were
responsible for Leensing lotteries in that province.

Primce Edward fsland decided not to change its laws and allowed gambling on
harness races only.

Mo decision on the subject had yet been made by Nova Scota or
Newloundland.

February 12. Manitoba Annoynces Lottery Rules. The Artorney-Ceneral of
Manitoba stated 0 Winnipeg thal the provincial cablnet had approved
Manitoba municipalities for the running of lotteries with prizes up to 53,000,
Lotteries could be run by charitable and non-profit organizations under the
supervision of licensed Inspectors. The cabinet zlso approved the setting up of
a provincial board to license lotteries at such events as agricultural falrs and
exhiblitions.




1971

January 5. Alberta 10 tax Major Lotteries. The provincial government
anniriced pERE T TS TOX T 7 T §roct reverwe of lotmeries n Alberta,
incliding two sweeostaloes planned for Calgary and Edmonton. Operators of
major lotteries were told by the provincial Atlomey=General to caloulate the
taxation in their [97] budgets. Leghlation to introduce the taxatlon was
expecied at the next sestion of the legislature in Fetruary, he said.

The statement was made shortly after exhibltion associations in Calgary and
Edmonton announced that they would eech sponsor a $200,000 sweepstakes that
year based on & thoroughbred horse-race, Flrat prige In both sweepstakes was
to be S100,000 with tickets at $2.30 each,

Apell 7, Manitoba Plans Commission to Conduct Lotteries. The Manitoba
Speech from the | hrone proposed, as t:pectﬁ. THat & commssion be set up 1o
conduct provincial lotreries.

1973

Jurse 8. Lottery to be Run to Finance Olympici. A bill aimed at raising
5260 million Tor the 1776 Mantreal Olympics was iniroduced in the Commans by

the President of the Privy Council. The legislation propesed, among other
things, the setting up of an Olymplc lottery.

The decision to approve the special financing arrangements was made by the
Eovernment only after the Quebec Premier, the Mayor of Montreal, and the
Games President puarantesd that Ottawas would not be asked to cover any
deficit incurred by the Olympics.

1774

May 13, Western Canads Lottery Foundation Incoeporated. The Foundation
was creased Io CO-OTOIMALE the operation of regional jorteries for the
participating provincial governments of Manitoba, Saskeatchewan, Alberta, and
British Columbia. LUnder the arrangement the provincial marketing agencies
received revenue based on sales i their provinces. With the establishment of
the Western Canada Lottery the existing province sade games jn Manitobs —
run by the Manitoba Lottery Commission — snd in Alberta were terminated.
The Yukon Territorics became a participant in the sales of tickets in | 976,
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January 21. Olympic Lottery Expectations Grow. The president of the Olympic
Organizing Committee (COJO) told a Quebec Assembly committee hearing into
the financing and construction plans for the 1976 Montreal Games that as of
January 17 overall revenues of 5435 million and expenses of $644 million were
expected. This deficit position was due to increased construction and
administration estimates and flagging commemorative coin sales expectations.
The Olympic lottery, however, was expected to provide revenues of up to $200
million, more than six times the original estimate of $32 million.

January 25. Olympic Lottery to be Extended. The Quebec Premier toid the
Assembly committee on the 1976 Olympics that it was "almost certain™ that the
Olympic iottery would be extended to cover an expected $200 million to $300
million deficit. The extension, to cover an unspecified number of years, would
apply only in Quebec, he said. Lottery revenues from outside Quebec could be
used only for the administrative costs of the Olympic Organizing committee
and not for construction costs.

January 30. Ontario Establishes Lottery (Wintario). The provincial Minister of
Culture and Recreation announced in Toronto that Ontario was to establish its
own lottery which could raise between $40 million and $50 million a year for
physical fitness, recreation, and culturai activities.

Legislation was introduced in the Ontario legislature setting up a Crown
Corporation to manage the lottery. The corporation was to determine the price
of tickets, sales arrangments, size of prizes, and the frequency of draws. Any
additional revenue, the minister said, "will be used to enhance even further ... a
whole range of activities which will benefit the residents of Ontario".

The first draw was expected in the early summer of that year.

July 17. Criminal Code Amendment Would Allow Interprovincial Sales. The

federal Justice Minister introduced in the Commons a package of Criminal
Code amendments, one of which would permit the sale of lottery tickets across
provincial boundaries.

The bill was given first reading and was to come up for second reading after
the summer recess.

1976

January 27. Interprovincial Lottery Sales Approved. The Commons gave final
approval to the Criminal Code amendment bill which, among other things,
permitted the sale of lottery tickets across provincial borders.

January 27. Extension of Olympic Lottery Sought. A Quebec Liberal
introduced a bill in the Commons aimed at continuing the Olympic lottery after

the end of 1976.

While there was evidence that most M.P.'s opposed any direct federal support
for the games, it was thought that they might approve aid in the lottery form.
As a private member's bill, however, it was unlikely to come up for early
discussion,

-%-
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April 28, Lottery Personnel Charged. The Attorney-General of Ontario
announced that a former Ontario manager for the Olympic lottery and a former
Metropolitan Toronto distributor for Olympic and Wintario lottery tickets had
been charged with accepting a secret commission of $110,000 in exchange for
appointing certain persons as distributors. The pair were charged following a
two month investigation by the Attorney-General's department and the
R.C.M.P. Ontario's Consumer and Commercial Relations minister revealed
that a check of provincial files showed that more than half of the Olympic
lottery distributors in Ontario had apparently never received police clearance,
nor had been issued with Ontario government identification cards in
contravention of an agreement between the province and the lottery
corporation.

Following on the charges the Ontario Minister for Culture and Recreation
said that a new distribution system for Wintario tickets was to be established
when the Olympic lottery operation in Ontario wound up at the end of August
1976. Since its inception the previous summer Wintario had been using 37 of
the 39 Olympic lottery distributors for its sales.

May 10. Ottawa Extends Olympic Lottery (Loto-Canada Established). The

federal Treasury Board President announced that the Olympic lottery, due to
expire in August after the Games, would be continued until 1979 and possibly
beyond. He told the Commons that a Crown Corporation, to be called Loto-
Canada, would be set up in September to run the lottery and would turn over
82.5% of net profits to help pay for the Olympic deficit and the 1978
Commonwealth Games in Edmonton. Another 12.8% was to go to the provinces
on the basis of ticket sales, and the remaining 5% to the federal government for
national sports, fitness and recreation programs. The minister felt that the
lottery could raise $30C million for the Olympic deficit.

Although the announcement was received with relief by Quebec, which had
been pressing for more federal aid for the Olympics, most other provinces
objected to extending the lottery to fund the olympic deficit and complained
that it would cut into revenues from provincial lotteries.

The provinces had been negotiating to establish their own national lottery
from which the major portion of revenues would be designated for provincial
spending on sports, culture, and recreation. Ottawa had also received
submissions from amateur sports groups who wanted control of an extended
lottery to cover expected reductions in private and government support after
the Olympics.

On May 14 the federal Government House Leader told the Commons that the
federal plan would be implemented whether or not the provinces agreed. He
said that establishment of a national lottery was permitted by the Criminal
Code and that provincial approval was not needed.

May 11. Quebec Expects $350 Million from Loto-Canada. In bringing down
Quebec's 1976-77 budget the provincial Finance Minister stated that by the end
of 1979 Loto-Canada would provide $350 million towards the cost of the
Montreal Olympic Games.




1976 (cont'd)

June 24. New Brunswick to Join Planned Atlantic Lottery. The second
session of the New Brunswick legislature prorogued after M.L.A."'s approved a

bill creating a New Brunswick lotteries commission in order to join the three
other Maritime provinces in a planned regional lottery.

August 5. Michaud to Reform Loto-Quebec. It was confirmed in Quebec City
that Paul-Andre Michaud had been named as director-general of Loto-Quebec
and given a mandate to carry out reform of the provincially controlled lottery.

Michaud was a member of the three-man commission which had just
completed an extensive study of the administrative practices in Loto-Quebec,
as requested by the province in January of that year. The study alleged that
wholesale distributors of lottery tickets often received concessions on the basis
of their political affiliations and had opportunities to make large profits. It
recommended, however, that the controversial system of granting concessions
be maintained.

August 9. Atlantic_Lottery Formed. Ministers from the four Atlantic
provinces signed letters of intent in Halifax which paved the way for creation
of an interprovincial lottery in that region to be called the Atlantic Lottery.

The lottery was expected to raise revenues of $45 million annually to be
divided among the four provinces on the basis of ticket sales in each province.
It was hoped that the lottery, to be headquartered in Moncton, New Brunswick,
would be in operation by the beginning of 1977.

According to the New Brunswick Minister of Economic Growth the ministers
also discussed the creation of a national provincial lottery. The question of
linking up regional lotteries to any national scheme, however, was left to the
first ministers' meeting in Alberta later that month.

September 7. Western Provinces Join Ontario in_New Provincial Lottery.
Manitoba's Health Minister announced that the four western provinces had
decided to join Ontario in a new lottery to be called the Provincial. He said
that the new lottery would probably mean the demise, at least in Manitoba, of
the existing Western Canada Lottery.

The first draw of the Provincial was to be held October 31 in Toronto, but the
western provinces were not due to begin participation until November 5, 1976,
The lottery would offer five $1 million prizes and five $250,000 prizes, with
tickets to sell for 55 apiece. According to the Manitoba minister about six
draws a year would be held and could bring a net annual return of about Sl
million to various sports and cultural groups in Manitoba alone.

Creation of the five-province lottery was prompted by dissatisfaction with
certain features of the new national lottery, Loto-Canada. The provinces
objected to the fact that most of Loto-Canada's revenue would go to offest the
deficit from the Montreal Olympics and that distribution was to be handled in
such a way that community organizations would not benefit.

=10~
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December 14. Loto-Canada Offical Suspended After Kick-Back Inquiry. The
federal Industry Minister told the Commons that a senior Quebec official of
Loto-Canada had been suspended after an R.C.M.P. investigation into alleged
kick-backs in the government run lottery. The announcement came after an
Opposition M.P. alleged that he had seen a letter in which a Loto-Canada
official stated that he had received a commission on the sale of burglary and
protection devices to lottery distributors and agents.

1977

January 5. Loto-Canada Revenues Short of Hopes. Quebec's new Finance
Minister described as "pie in the sky" previous estimates by the former
provincial Finance Minister and the federal Treasury Board President that Loto-
Canada would raise between $300 million and $350 million to help pay off the
Olympic deficit. The comment came after release of figures for the first of 13
planned Loto-Canada draws which suggested that the Olympic fund might not
receive more than $185 million by 1979 when the lottery was due to end.

Quebec had asked Ottawa for a federal guarantee of lottery revenues, but the
request was refused at the federal-provincial finance ministers' conference held

during December 1976.

Loto-Canada officials, however, described the first draw as a "phenomenal
success", despite the fact that 1.5 million tickets went unsold, and expressed
optimism that the 7.5 million sales target per draw would be reached in the
future.

March 7. Part of Loto-Canada May Go to Arts. A spokesman for Les Grands
Ballet Canadiens said that the federal government had promised to consider
designating some of the proceeds from Loto-Canada to support the arts.

The director of Les Grands Ballets Canadiens had proposed in a telegram to
the Prime Minister and the Secretary of State that 5% of the lottery revenues
be given to professional arts groups in the form of grants. The funds would be
in addition, not an alternative to, the grants already given to arts companies by
the Canada Council. If the proposal were implemented, about $3 million a year
would be available to arts groups. It was suggested that two-thirds be given to
established groups and one-third to funding new groups. At that time 5% of
Loto-Canada money went to support amateur sports, and arts organizations
believed that they should have an equal share.

In his reply the Secretary of State said that he agreed that cultural agencies
needed more financial support and was considering the lottery plan.




1977 lcont'd)

July 21. Provincial May be Provincial ministers responsible for
lotteries mei In Ottawa to discuss the possibility of expanding the Provinclal, a
million dollar lottery operated by Ontarlo and the four western provinces,

Quebec’s Finance Minister sald that his province would be willing to jein if It
recelved guarantees of 5300 milllon In revenue. Because of the 'poor”
?rlu-mm of Loto-Canada, Quebec was concerned that it would not get the

300 million it expected from that lottery by the end of | 979, Loto-Canada had
been onable to reach sales projectioms because of competition from the
Eruvin:'ul. Tickets for the Provinclal cost 53 while those for Loto-Canada cost

10,

Oevtaria's Mindster of Culture and Recreation said that f Quebec wanted to
join it would have to do 30 on the same basis as the original partners and
receive revenue based on ticket sales In the home province.

The ministers agreed to prepare discussion papers on the subject and meet
with federal authorities posaibly at the end of September,

August 25 Provincial to be Monthly. The president of the Interprovincial
Lottery Corpora in Toronto that the Provincial lottery, previously held
every two months would be held monthly starting with the September 30 draw.
in addition each ticke? was to be eligible for two consecutive draws. Each draw
would have five grand prizes « three for 51 million each, and two for 5100,000
eact. There were slso to be prizes for ticket holders having consacutive digits
in the five winning numbers.

September 30, Cash %n-r Life Lottery Unveiled. Officlals of the Ontario
Association for Mentally Ketarded announced that their organlzation
planned ™ begin operating the province's [ourth largest lottery In late
MNovember., The lottery idea had beén on the drawing board since February,
1977, and was approved in mid-August by the Minister of Consumer and
Commercial Relations.

The lottery was to follow Lote-Canada, the Provinclal and Wintaric in the
size of ity winnings, but the prize strocture differed. Prizes to be distribured
Jarvaary 37, 1971, would consiat of one "big draw™ worth 51,000 a manth for Life
o the winner (guaranteed for 20 years in the event of death) and Two other
prizes of 5300 a month and 3200 3 month for life. |t was hoped that the lottery
could eventually be held several times a year.

Ancther $100,000 in prize money was to be distributed in 10 “early-bird
draws™ held consecutively In the ten weeks prior to the big draw.

Tickets for the {lrst draw would cost 52 apiece and wers 1 be sold through
the 122 local associations [or the mentally retarded across the coumtry. Local
association would receive 50 cents in commission for every 52 ticiet they sold.
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October 11. Losing Wintario Tickets to Buy Books. Ontario’s Minister of
Culture and Recreation announced in Toronto a three-month program in which
losing Wintario tickets could be used as discount coupons on the purchase of
Canadian books and magazines.

Starting in January 1973, the program would allow consumers to use losing
tickets as 50-cent coupons for the purchase of books written by Canadians or
subscriptions to Canadian magazines. Up to four tickets totalling $2 could be
used on any single purchase. The minister expected that the program would cost
between $1 million and $2 million.

January 4. Loto-Canada Increases Draws. Loto-Canada officials announced
plans in Ottawa to increase the frequency of the lottery and to make each
ticket eligible for two different draws.

Draws were to be held every two months instead of the existing four draws a
year. There would also be intermediate draws in the months between the major
draws. The major draws would retain the prize structure of twelve $1 million
prizes and eight $100,000 prizes, Intermediate draws after April 1978 were to
have prizes totalling more than $500,000.

July 6. Provinces Criticize Loto-Canada. Federal and provincial finance
ministers wound up a one~day conference in Winnipeg split over Ottawa's plan
to extend its lottery program.

The federal Finance Minister indicated that Ottawa was unlikely to back
down on its intention to continue Loto-Canada after the federal-provincial
authorizing agreement expired in 1979. Several provinces had protested the
program claiming that it intruded into provincial jurisdiction by competing with
provincial lotteries.

On July 4 a spokesman for the British Columbia branch of the Western
Canada Lottery Foundation had ordered its distributors not to handle Loto-
Canada tickets as a protest against Ottawa's intentions. Two days later the
director of the Ontario Lottery Corporation said Ontario was considering the
same type of action.
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July 10. Loto-Canada Plans Computer Game (Loto-Select). Loto-Canada
awarded a contract to a Canadian communications firm with the intention of
establishing the country's first computerized lottery by the fall of that year.

The federal Sports Minister said that Ottawa wanted to be first with a pick-
your-own-numbers game, ahead of Ontario and Quebec which planned such
games for early in 1979.

With the new system players were to pick their own numbers. Ticket vendors
with a terminal hookup to Loto-Canada's computer centres in Montreal, Toronto
and Vancouver would be able to acknowledge the customer’s choice and issue a
receipt within minutes.

About 350 terminals were planned for the first draw in November. More than
2,000 such locations were to be available by mid-1979.

In addition to the weekly computer games, Loto-Canada was to continue its
$10 ticket lottery for million dollar prizes. Tickets for the weekly games were
to cost $1 with prizes up to $500,000.

July 27, Loto-Quebec Plans to Join Provincial. The president of the

Interprovincial Lottery Corporation said in Montreal that Loto-Quebec was
negotiating with Ontario and the four western provinces to join the Provincial
lottery.

The Provincial would replace Loto-Quebec's Super-Loto. A Loto-Quebec
spokesman said that if Quebec joined, the public would have chances of winning
more and bigger prizes. Tickets for both lotteries cost $5 apiece but the
Provincial offered six grand prizes of $1 million each while Super-Loto offered
a grand prize of only $500,000. He did not think that sales of other Loto-
Quebec lotteries, such as the Mini-Loto, which appealed to a different type of
customer would be affected.

The merger would place the interprovincial in a better competitive position
with Loto-Canada, according to the Quebec spokesman, and the revenues for
the Quebec government and other participating provinces would increase.

October 6. Federal-Provincial Lottery Apgreement Reached. Ottawa
announced that the federal and provincial governments had reached an
agreement to end the lengthy battle over the control of lotteries, with both
sides having made concessions.

The federal Sports Minister told a news conference that Ottawa had agreed
to be involved only in lotteries whose tickets cost $10 or more., The provinces
would run lotteries with tickets costing $9 or less.

Ottawa also agreed to drop its planned Loto-Select, a $l-a-ticket game for
which Loto-Canada had already ordered computers from the United States.

The major provincial concession was 'allowing' the federal government to
remain in the lottery business after demanding earlier that Ottawa leave the
field entirely to the provinces when Loto-Canada's mandate expired December
31, 1979.
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December |3. Provincial Goes Canada-Wide. Officials of the Atlantic Lottery
Corporation said in Fredericton that the national lottery run by the provinces
would be extended in January 1979 to include the four Atlantic provinces.

The new lottery, to be known as the Provinclal-Super Loto, would cover all
ten provinces. It was to offer five 31 million first prizes with tickets selling for
%5 apiece. The first draw was slated for Janaury 28, |979.

February 16 Federal Bill Would Redirect L Benefits. The federal Sports
Minister uny at a news conlerence to it at least %% million in
annual Loto-Canada profits between amateur sports and cultural programas.

A bill Introduced in the Commons would allow the government to pend the
remalnder of the anticipated 330 million-a-year profits from the jottery on
research Into sports and culture in addition to unapecifled projects.

The bill was to replace existing distribution arrangements for Loto-Canada
which were due o expire at the end of 1979,

This was to be the first time Loto-Canada money waa used for the arts and
cultural activities. That part of the program would be administered through the
Secretary of State. The new lottery funds were Intended to enhance, not

t%::e* oy arts and culture funding,
Sports Minister sald that Jotterles were beco a big business for

r
governments with the total Canadian market estimated at %00 million in gross
revenues every year. About 5200 million of that sum went to Loto-Canada.
After prize money, administration, and advertising costs were paid the federal
government was left with 580 milllon to $100 million annual profits. OFf that
amount at least 30% would go to amareur sports and at least 30% o culture
under the terms of the bill.

February 21.  Aborted Federal Lottery to Cost $13 Million. The federal Sports
Minister told the Commaons that It would cost 313.1 million to cancel contracts
for the computer-based Loto-Select which Ottawa agreed to abandon in 1978 in
the face of strong objections from the provinces.

According to the Minister, Ontarfo and Quebec were to pay 35 million of the
cost between them and the federal government would pay the rest. The
provinces had promised to compensate Ottawa for costs incurred |n starti
the abortive lottery In retumn lor Ottawa's agreement to vacate the under 510-
a-ticket lottery field.
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April 16, P.C.'s Would End Federal Participation. The leader of the
Progressive Conservative party told an election rally in Spruce Grove, Alberta,
that a P.C. government would get out of the multi-million dollar lottery
business if the provinces agreed to assurme sormne financial responsibility for
national amateur sport.

The P.C. leader said that if elected May 22 his government would end Loto-
Canada as of March 31, 1980, and give the entire jurisdiction over lotteries to
the provinces. But he said the provinces would first have to agree to devote a
certain, as then undetermined, percentage of the net proceeds of their lotteries
to a national fund to promote amateur sport and other "agreed purposes". The
federal government would contribute to the fund so that the level of federal
spending on amateur sport - about $37 million in 1979 - would be maintained
and continue to grow as necessary.

August 21. Loto-Canada Goes to the Provinces. Federal and provincial lottery
ministers announced in Ottawa that they had reached agreement on a provincial
takeover of Loto-Canada, but refused to give any details on how it would be
worked out.

The Minister of Federal-Provincial Relations reiterated the government’s

belief that lotteries should only be run by the provinces, and its intention to get
rid of Loto-Canada. He said that a few points remained to be worked out in the
proposal for handing over the $250 million-a-year national lottery to the
provinces. The agreement spelling out how much the provinces would have to
pay Ottawa for getting out of the lottery business still had to be approved by
the federal and provincial cabinets.

Ontario"s Recreation and Culture Minister indicated that the federal
government had backed down from its demand for 6% of annual profits from
provincial lotteries. He said that once Ottawa had gotten out of the lottery
field, the provinces would continue the $10-a-ticket lottery run by Loto-
Canada, but with a new name.

The federal Sports Minister sald that as part of the deal the provinces would
continue to support amateur sports which had been financed by Loto-Canada.
Ottawa asked the provinces to pay the $18 million promised by the former
Liberal government to expand hockey arenas in Edmonton, Winnipeg and Quebec
City.
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September 4. Ontario Ratifies Loto-Canada Move. The Ontario cabinet ratified
the federal-provincial agreement that required Ottawa to get out of the lottery
business in exchange for payment by the provinces.

Ontario's Minister of Culture and Recreation announced in Toronto that under
the terms of the agreement on Loto-Canada the federal government would stop
selling lottery tickets December 31, 1979, In return the provinces would pay
$24 million to the federal government. According to the minister, Ottawa
originally wanted $60 million for winding up Loto-Canada.

The provinces, through the Interprovincial Lottery Corporation, would set up
a new national lottery based on Loto-Canada. Although the details had not
been worked out, Ontario expected to obtain about $20 million a year from the
new lottery. The Minister of Culture and Recreation said that the new lottery
would help provide funds needed by the Royal Ontarioc Museum to complete its
$45 million expansion and renovation program,

Under the new agreement the provinces of Alberta, Manitoba and Quebec
were to pay the federal government's share of the cost of renovating and
expanding National Hockey League rinks in Edmonton, Winnipeg and Quebec
City. '

September 10. PM Claims Renewed Federalism In Handing Over Lotteries. The
Prime Minister said his government had done more to breathe new flexibility
into federalism in the previous two months than his predecessor had done in two
years in office. He cited the new government's move to cede Loto-Canada to
the provinces as evidence of his claim.

1980

February 7. Ontario _Unveils Arts Challenge Fund. The Ontario government
unveiled a plan to give large arts organizations an extra $5 million in Wintario
grants over the next five years if they can boost their private donations.

Under the Arts Challenge Fund program only groups with annual operating
budgets of $250,000 or more are eligible. The government would match 52 for
every 31 that a group could raise above its current level.

The Wintario grant money was to go into an investment fund for the arts.
Eligible groups could use the interest immediately, but would have to wait a
few years before liquidating the investment fund. Arts groups and the
government would decide when to liquidate the fund.

In announcing the plan the Culture and Recreation Minister noted that major
arts groups had not been able to broaden their circle of corporate and private
supporters but that the new program should help. "Greater self-sufficiency -not
dependence on the government - is the bottom line", he said. As part of the
program, any extra money raised through private donations would first have to
be used to pay off a group's deficit.

The minister said that a program to help smaller arts groups would be
announced later that year.




1980 (cont'd)

May 1. Cash For Life Becomes Million Dollar Lottery. It was reported
that the existing Cash For Life Lottery would be replaced by a new Ontario
lottery beginning October 1980. At $2-a-ticket and offering a $1 million top
prize it would be the biggest non-government lottery in North America.

Four province-wide charitable groups joined forces to run the new monthly
ame, called "Cash For Life, the Million Dollar Lottery" in the hope of raising
13.5 million a year. First prize would be $50,000 a year for 20 years, second

prize $1,000 a month for life, and third prize a luxury car. There would also be
nearly half a million lesser prizes each month.

The existing Cash for Life draw, run by the Ontario Association for the
Mentally Retarded (OAMR), began in 1977 and since then had raised about $7
million for work among the retarded. Along with the OAMR, the Kedney
Foundation of Canada, the Ontario Society for Crippled Children and the
Multiple Sclerosis Society of Canada formed the Ontario Charitable Lottery
Group to run the new game. It received permission from the government to sell
1.8 million tickets a year.

May 26. Federal Government Seeks New Lottery Money. The federal Sports

Minister told the Commons that he had begun discussing with the provinces a
proposal that would turn back to Ottawa some of the money raised by lotteries.

The Minister said that he had no intention of breaking the existing agreement
with the provinces made by the former Conservative government, but that he
turned the lottery business over to the provinces in return for guarantees that
they would devote funds to amateur sport).

Outside the Commons the Sports Minister maintained that the existing
federal-provincial agreement was "in letter only" and was never formalized by
order in council. He said that he was seeking lega! opinions on the status of the
agreement.

At the same time the minister revealed that he had already begun informal
talks with Alberta, New Brunswick and Nova Scotia officials to determine their
views on re-negotiation. He also said that he had received a request from the
Calgary Olympic Development Association, which was bidding for the 1933
winter Olympics, for the federal government to "return to the lottery field".

July 3. Federal Savings Bond Lottery Denied. The Sports Minister denied
reports that the federal government was considering getting back into the

lottery business with Canada Savings Bonds that offer instant cash prizes.

According to the minister, when the former Conservative government handed
Loto Canada over to the provinces, the agency reviewed other federal options
for lotteries, and that savings bond idea was just one of several.

He noted that the present federal government had to meet with the provinces
to determine their interpretation of the deal with the former Conservative
government before Ottawa could actively consider any new types of federal
lotteries.

Under the savings-lottery scheme investors would forge interest on money
loaned to the government in return for chances to win large cash prizes. Prize
money would be paid from interest saved by the government on its borrowings. —
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REPORT ON THE 5TATEMENTS OF OFERATIONS
OF GOVERNMENT OPERATED LOTTERIES

INTRODUCTION

At the request of the Research & Evaluation Group of the Canada Council the
attached tabies have been prepared for lotteries operated in Canada between
1970-71 ‘and 1979-30 by Government Agencies, hercinalter referred to as
‘Covernment Operated Lotteries’., Only one lottery Le. Loto-Ouebec operated
during the compiete ten-year period. The remaining lotteries commenced their
operations on the dates shown in Table 8. The Qlympic Lottery and Loto Canada
terminated their activities on the dates shown in the same table.

The tables have been prepared in modified form from the audited linancial
staterments found in the annual reports of the various lottery organizations.
Figures appearing in the f[inancial statements were arranged under standard
display categories developed 1o facilitate comparison and aggregation. Wherever

sible, the most recent statement available for a given year has been used. The
mﬁ.‘ldcu Price Index (LP.L) used for conversions to constant |197] dollars | shown
in Table 10. 5tatistical symbols used in the tabies are identified in Table | 1.

Because of the lack of comsistency In reporting formam between the lottery
corporations as wail as betwesn yean for & given corporation, some adhustments
in the figures appearing in the financial statements have proved necessary, These
changes do not affect the {inal results, The tables should be read in conjunction
with the attached notes. Mo attempt has been made o duplicate the detailed
nates to the financial statements which can be found in the annual reports of the
lottery corporations. Instead the table notes polnt out any significant adjustments
which have been made, the fiscal years involved, and the composition of unusual

iterns such as non-operating cxpenset.

The following brief descriptions of the iterms displayed in the tables will be useful:

A, Ticket Sales

This item represents the gross value of tickets sold, belore deducting
Commissions & Discounts.

B. Commissions and Discounts

Payments to the sales organizations represent an integral and substantial
cost of the operations n!sn lottery and are therefore shown separately
immediately after Ticket! Sales. Payments to distributors and retailers,
inciuding commistions, discounts, remunerations to whalesalers, and bonus
prizes are shown under this ltem. (One notable exception is distributor
commissions paid o non=profit groups by the Western Canada Lottery.
Table 7, Note §.)

C. et Ticket Saley

This amount ks the difference between the Ticket Sales (A) and the
Commisions & Discounts (B)




REPORT ON THE STATEMENTS OF OPERATIONS
OF GOYERNMENT OPERATED LOTTERIES

D. Prizes

The amounts shown here are in respect of prizes claimed and distributed.
The item "Cost of Tickets Bought' shown In a number of statements has been
included under prizes. This iterm refers to the cost of tickets purchased
{rom the Interprovincial Lottery Corporation and the now defunct Olympic
Lottery. A large portion of this purchase price is returned in prizes.

E. Gross Operating Revenue

These figures are arrived at after deducting from Sales:

l. Commissions and Discounts (B)
. Prizes (D)

F. Expenses

Costs of administration, sales promotion, advertising, and printing of tickets
are included under this heading.

G, Net Operating Revenue

This figure represents the difference between Gross Operating Revenue (E)
and Expenses (F).

H. Other Bevenue

l[tems Included In this category are interest on shori-term investments
represented by cash surplus generated between the date of sales of tickets
and the date of the distribution of prizes. Other income not directly related
to the operation of lotteries, the details of which are explained in the notes
to the respective tables, are also Included.,

L Mon=-Operating Expenses

These expenses, sometimes referred to as extraordinary expenses, cover a
number of items. In the case of [otteries they are substantial, and are
shown in detail in the notes to the respective tables. They include start-up
expenses of a new lottery (e.g. Lottaric), cancellation costs of a lottery
which was not actlvated (e.g. Loto Select), as well as payments to the
federal government under the terms of the 1379 federal-provincial lottery
agreement.

J. NetPreflt

After all costs, expenses and prizes have been deducted [ram sales and other
revenue, the balance constitutes the Net Profit.
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GOVERNMENT OPERATED LOTTERIES
STATEMENT OF OPERATIONS

Larg-r} AT (8TA-l3 187 -Te Jur_rg

= Thousands of Constant 197] Dollars -

EXPENSES Wy . T.ex LT 0,087

Qlympic Lottery b | (W 4
Lot Canada 2

Federal e ; S ]

Atlantic Lottery 3 . <ae
Loto-Quebec ! L hk)
Ontarlo Lottery Corp. as s T o Ee
Western Canada Lottery . = o i 1213

Provincial : LLETY

Net Operating Revenue e 1 B ] ri WE]] M0

Qlymple Lottery ‘ — (5a i AR b a0
Loto Canada wms = —2 aid oy 1L BES

Federal ‘ i 41,599 TS ]

Atlantic Lottery o o ==

Loto-Quebec o, %7 7.602 33,12
Ontario Lotrery Corp. z = =] T
Western Canada Lottery = ; - I & 076

Provincial 3 wlh i, VI

OTHER REYENUE

Olympic Lottery
Loto Canada

Fabe s

Atlantlc Lottery
Lore-Quebec

Ontario Lottery Corp.
Western Canada Lottery

Provincial

NON-OPERATING EXPENSES

Olympic Lottery
Loto Canada

Federal

Atlantic Lottery
Loto-CQuebec

Ontarie Lottery Corp.
Western Canada Lottery

Provincial

Net Profit 26,023 X0 ¥ 8% LT 2,542 | v, 5 |dd, N0 (L% %) k 119,71
Olympic Lottery - - il (T T e [T W%

Loto Canada iy it RAL an . Ji,eim
Federal i o - o.E o, A W ik

Atlantic Lottery . — 1m0 Iy
Lote-Quebec 26,028 1 9 LT T 51,4a) 13,60 Masd 1,04
Ontario Lottery Corp. i r - i AT TR TR oA
Western Canada Lottery - S s ] a i [FETH) 1=

Provincial 26,028 ﬁ.“l wh, 50 TR wl O3 [T RER ] e v g RLA L

- ligures may not add due to rounding -




Tanm #ic)
COvERIEWT OFERATED LOTTEREES
FEATDRENT QF CPLRA TGN

101,71 LT T4 i 5 .

THELT RALLS

O ER0NE b DERCOUNTY
CHEmpIE LTy
Latn Catuaila
Fedunall

At make Laroey

8
Cnlars Lysaey D,
Wanimid _aemls Lodters

Promintiad

P Tt Sales
mgrnped Ladims y
L8 Casads

Pricrad

Ailanre Larnasy

L e

CTHW il b3 b g T
W nimen C aranln =y

Prpsisasl

PRLTYY
La s LT T
Wil diada
¥ der

Arkaneic Lamnmey

Bl it o iV

Crnar s Latemy Carg
Wenlern Capnssy Latmry

Ladt L L

Dhpoyper Laovsssy
Ty

Froerad

hulanili Lammery

Lomrwmbrec
Ot on Lptosry Carp,
WepEih Ceadli Lﬁ'”rrr

a1 |

-Hi-l-T =l Aggieyuin Tehwi Sales i

l".’mm-'ﬂq—p-rwl-




1A=

Tuede Lic)
Leanidy

COVERMWENT OPERATED LOTTERIES
STATEMENT OF OPER A TIOMNS

L5R =2 LI =) \FT T e lk Fa JAT TR

iy P

L adr) |

ki B

Lria-Aa

oy

RxPHAEES

Olyergar Luitery
Loes Canads

Fosimrwl

Atlarvti Lotbery

L i G bt bt
Dararu Lortery Corp
Weate Fh Cadban Larters

Froy lncus

Phtn Cipri L, Bt werus
Chpmpre Lodbery
bt O ahies

Fuciors|

A lankic Lomiery

L& oot

Drivario Latkedy Dol i
‘Wenyiern Canpoy Lodiery

Moot sl

GTHER BFYENuLIE

Lot ashipr
Sredaria Leitery Gorgs
Wcalmis Carwds Lalbrey

Prawvisclal

RN RECURRING EXPENSES

Olyampss Larleey
Lo Zanadi

Feveral

Aflantic Loy
Lukn-humber

Dyiaris LoHery Corp
Wediera Carade Loltery

Prowlncial

Met Prodly

Chipmgat. Lottery
Lot Casads

Fodersd

Arlanee Letinry
Lorosuehes

Dnlaris Laciery Sprg,
Waiarn Cahada wallEry

Prowinaal

Fercemags o Aggregete Ticket Tale -

L3 LI |

N
e i

n mi L3

Ml jgaaied mgy non sl dum g rpaadSeg -




Tamiw L3
SO T DA TED LOTTELES
TTATEMENT OF CPFREATIONG

TEORET TALIY
O Lotimry
s Cabemcin

W T

ANt LaFeey
[

G Lariid g Corgs
Fermare e Lasterp

Provinckal

Alnre Lattery
[

e Lefoes Corm
g L awm Laridery

FPraovasdial

PO

e

ALfn = Loty
R

Ot o Lawrimey [
Wikakivi Dok i il y

Provincial

ﬁ—f_;l”l——-l-

O peges LAty
Liédm Coovenria

T
Al Lasarry

P Larwey Dag
Wwnmnn (vt oy s

Projewe i

- T ey i ™y Ll -l

= Parrmetage #H-—;— e e, Timer aley -

i o s = 8l Bl i il iy -

—




Tahw 18
| Al

GOVERLLBMEMWT (rHRATHED LOTTEEWS
TTATESE AT OF DPLea nomd

Kidlia. R [HF e oy i Dl 1 F V4 P

e ——

HI“‘I wl Euliepsany O orpor puaey Tiose i Tagey =

[ R EL A A ay |

Laay e

Featal

Nl 0 e

L g o

e Ty D
Lo o P

Preacaml

Ty Ol A1 e
Clgeved] |k sad y
Lwsa | wemila

At oty
[T T TS

Canias o Larisry Cors
Weyyrn Camids Larsss ¢

Presincial

CTHER AEVENLE

CHpmge Larseip
P LTI Y

Footad

W FRpT |y

[ - T

VT sk okl Ry o
Waandan il L8y

Prospecial

NON-OPERATING EXPEINIES

Crpmgey Lotesl g
Lomn ek

Kt L iy
L 7l S

e LTy e
Wentern Corwman Loniery

Proevm gy

Wt Prasdli

D5 et Lotiary
£ rubin i _pemgmria

F oo mi

A lisiis Lsiwwry

Lo ey

e op Lammd e i
W 'E-'-u:l'_:n-',

P i i . -




Tatas J
o, YeldnE LOTTERY
FTATEMERT OF (FLRA FIDN)

o Thamamaeain of Corvenn Dallars

TWCRET SaLEs i

Fiaks
Caoman v aliing e

ESIRm ks

Fhiadilralhmn & Takew
Il kil 7 i | o
Dhepruriniion

Har Cnmruing Beveas

DTHER RENMENUE
Imgress

ROR=E A TVl DFEHLEY
Dol Lnibios o Loes-C s

e L]

TICEET SaLdk
PHIIES
frnad Jqme iy Baweme

ENPFENSES

Dt bl § Sedes
B i b L
i e gram

P Cneer wvniyy Erweam

CTHER REVESLE
IvigreiE

BDsOFERATING XSy
Coml ianiee o Lites

Hort Prafiy

Caporia ey irdl asld] v B ualing




Tabin 3
LT CARATL
STATESENT QF GPERS TN

TROKET SALES
COomMISSIoNS & DISCOLNTE
et Sabay

PRIZLE

EXFiMEry

Qiwtrimdtion & Sases
N Aol a 1 ol

e Oprerra i B weni

HTHER REYERLUE

Inbereed
Comirs Froin Cipmpes Latkery

HOH-0PETA TinG EXPEMAES
Terminkoion & Lotg Semgt Chi
Wt L oo Cipeeege o £

Fien Prafin

THCWET SALER

FDOMMIAAEING & DIMOOUNTE

Biel Sales

FRIZE®

Cornia, Dl m g, Mopwwmyy

EXPENIES

Theey satsen & Sales
AT B L

Wit Operatlng Rermies

GTHER REVENUE

fterest
Cansr, Froes Dipmpid Lomgry

MOR-OFERATIMG RXPENLES

Termingtn of Letn Selecd
ol Lo o Oparationg

Mt Profin

Ar1-11 e 5T

1P,

| ¥ 577
vhi

aF Toouisands of -Cerent Dallers

Wt Percentage of Ticket Saki

» Thguren gy nat 300 dhie 10 Peordlng,

133, %uP
N L

101500

ey

11.¥80

40 e

1320
= Ihy

1),

LliH s

44 Rul

L3

=1L EA
1,30

g

i NEr

4 TP

il

i

1.1
113

a1l




THERET SaLEs

Lantarw "'
Tre Pogeiincial (20
umar

COMMBSSKINE & DIMC0UNTY
wiriteey A
Tim Proviscial
Ny

Hen Thokiet Sales

Laliery ‘A
The Promincidd
g

FHIZES

Loniery "4’
Thae Frosndie
S

Ganay Ooarubing Exvenom

Lannery &'
T Frovncisl
Super

EXPEMSE S
Skt ibigi=n & Saire

i, 170 T O
Dlpr poim oo
Mot Opesrsiing Hevercs
| oTHER REVEMUE
Inesr &4

Bk PR A TG ERPEASEL
Gavernmesi o Canadn |13

shat Prope

Table &
ATLANTIC LOTTERY CORPORATION
STATEMENT oF DEER A TIONS

I i=#A (B THe |

= Thoubands ol Tartedt Dollads -

4 Fipares map ol sild des y reodiog =

(LT ]

1F, will

e T
[
: '|I1|r




Takle &
oot

ATLANTIC LOTTERY COHPOHA TN
STATEMENT OF OFEAATIONS

FICKRET SALES

Lomnsry ' &
The Frovincial

SOk EEEOHE & TEACOLNTS
Lsanay "N
T Pravincisi
Hupar
by Thoeet Salee

LAy '
The Orasinedl

Shuce

PRIZES

LoToery "&°

Tha Froneregl

Sy

Grons Oypars Lang Bovermm

Lognesy "N
The Provimcial
Smpa

THPENIES

Dyt 110 & Sales

B SEPLRAT A B
Drmpredaaisnn
DomErmmeEnt ol Canads

Mt Dpmrativg Bevsrms

OTHER EEYEMIE
Intereas

Py P

- Poceniage &l o ‘Eu_l.l.ll -

& Bl Mikp (L edel deie Lo asmeillig, =




TNCEEY SALES

Alinl=Lotg

Il e
Suprer - Lo ke e ik i
Huper Unersroyinciall
k30 -Ferpeoss WAL
s i =Ll

D

ZoM USSR 0 DISCOURTL O]
Mt Tickorl Sales

PRIZES

LI LTEIRTEY

Ineer-Lamn
Super—LoicdProwine sl
T [T |
Lokn-Parleres 4116
Nl LR -Liin

I

i Cpewdtieg Havems

EXPEMSEE

Dirkiribudion 8 Silei
L AT
Ceprecsaien

Ml Devating Rermias

ITHEN KE vERIIE
Inperest
Sndry
OB LR A TIMG EXPERHSES

Disporkal ol Adamda 7]

ot iE] Eapiniaes 40
Governinent of Carada 45
ool PR ST R R |

et Prolic

Takss

LT =G
AT 4 [EMEsT oF crer s Tiaps

Vg

[ 5

Ligraft s My Dol scd Jue 10 Focisling




Tz 1
[FTETRe |

L T L Bl

STATEMELT GoF o0 £ A T Inedh

TICEET SALES

aniskooe

e -naAil

S per L als P s i |
Sag et G| R ks |
I nia-Per bl s R

e ranc-Lane

EJUVIEL P 3hON g b TN TS
el Tiooer Saiss

L

RS T

[ F T

e LamiFrosescial
Suner {iErravin sl
Lotn-Perde ta il b
(LA TEL B 1]

FLT

o Cperating evews

EX PEMIEY

[eir By aahy ofed 2lEd
Aot ANF el i
[eEpeaTad |

Hei Dprraniimg, Revemes

STHER HE VENUE
sErELl
Saardr y
ONOFEHATING EXPERSES

Diipzaal ad Ausan
teec il £opense
Capemrrarnand of {gmid
Bl sl T L

Hwi Prodii

P 1L pali.ta

12 Vercancage of ThhEL Bakel

- Cipwien mvap o avkd dapt T Tosfiolieg -




Tahle &
ONTARE LOTTERY DO POSA TN
ATATEMENT OF OPERATIONS

FLomET WALES L)
W irker o
The Prowincsal
Latiarin
L

COMMESONS & DECoUNT 171

Winker s
Fhe Prowincad
loitaria

Supe

i Ticoes Sues

WiiLarin
Toe Froveelal
Loctars

Saapunr

FEIZES L1}

Fincwe

ThEx Fravincegl
Lasnain

Supe

Coroms. Oymradig Emermus
AT

The Proyecia)
Lot Eairsd

e

ELFENSES
Disaribkmy & Sales
LY LU T PR ]
Mt Uperaiing Hevenss
ATHEN REVENK

SON-DFERRA TING ERPENSES

Provoason for Loso Caraal 0y
Comiiasmamiil ol {amaciy (1)

Lame Davecnmend
B Sraryeus Cesld C6)

Lutvacto

Tl

Met Fradil (Lo

¥Fsaarin

Tha Prosinesl
R Ll LD

aiger

Ar2-T} 14 -Ta 13- i

= Thagusandy of Current Dellers =

el &1

T TY
b LT

= Digurep-rnay nol sdd dut % reuileg =

TLEEEN

J2 AN
TR AR

NI, a9

LT

11,518
[ EWTR|

18,471

WV
"Ll
w ald

el

Fe L]

L 1
L
e M

bAll

| Ex e

5,71
13,3408
el IS
L |

LEata,
ok, My
) M
DT
=]

. 5 F
inne

2,1y

A
12ed?

e




Tuaas &
il

CMTAIC LOTTERY CORFORATION
FTATEMINT OF CFTR.ATIONS

e

TICKET SALLS
Wowar
Tra Foamne
L, Pl
g

Comta B h0ng & DiRC0OLANTY

W lntas s

Thas Prosoeciad

Lalisrla

"lq#il

Myl Ticken lalea

T
Fram Py i
Lol =

oo
PRI

L T
I P ol
Lo it e

B
o (e o] s

Wirime m

Ve 'eaviin i
Laktyja

Sagum

AP
(5 PRSI

A 31§

Fe Opevareg Hermnes

arall FEVESLE

e A T AT

gt T 00T e
s Lareda

an Leiipprmen] &
Suart Uip Coptn
L
S

Mt Feilih o)
Winarse
Tee Peomingal
Ladiaiin
T

o, ey of Taben Lalea -

= Fljorms moay S it Ses Bw rarading -




WESTERM CAMADS LOTTERY FOLMND A THON

STATEMENT OF CPERLA TIONSE
£l

TIEKET 3ALES

Wyyoern
ampit
Lapress
Prowineiie

huper
COMMIESIONS & TISSOUMNTS ikl
Mt Ticioet Salas

FRIZES {7)

FELTErT
O pivies
Engeeag
Prowvessisl

Yuper
Crtme Oparating Revshs

EXFENSES

Dl absgcran & Sabsy
i re oA

P Opealop Frvwios

QATHNL BEVYEMUE

HOM-CFERATING EXPERIES
Caveriimyd o8 Candse 130

gy Pradir 030

&l Troapsands ot Correni

|aiad

Phpares iy pof add dee T rosvding -

10l

(AR




e
=an i

WEATERN CANADA LOTTERY FUUHMWH.
STATEMENT OF P ERATIONS

R ]

TICKET 3ALES

L e
e

& ageress
Prowsncial
s

COMMIRRINY & DI OURTY

ot Tiched Sales

PRIZES
WEERETTL
Caympic
Eapress
Pz Ll
Higmer

Grms Operading [Eevenes
EXPEMSES

[lasrihition & Suaban
A s nr AT

P Dparaiing Hessge

Otk REvEMLE

MOMLOPFERA TRNG EXPENSES
Laprawrramamiil of | esdds

Het Prodin

fif Parcesdugs s Ticend Jalei

1 DR
j AN |

- [lgafts, My SO0 559 0ue [0 oty

W

"
]
Lk




Table &
LOTTERY S5TART - TERMINATION DATES

—— ﬁ
Lottery Start Termination ]
|
Olympic Lotvery Apr. 15, 1970 Aug. 23, 1976

Lote Canada June 7, 1976 Dec. 31, 1979

Atlantic Lottery Sept. 3, 1976 MSA
Loto-Québec Jan. 1, 1970 NIA
Ontario Lottery Corporation Feb, 6, 1375 NIA
Western Canada Lottery Foundation May 13, 1376 MNIA

=i

Lottery PMame

Olympic Lotrery Audltor General of Canada
Lote Canada Auditor General of Canada

Atlamtle Lottery Peat, Marwick, Mitchell & Company,
Chartered Accouritants

Loto Quebec Auditor General of Quebec
Ontario Lottery Corporation Provincial Asditer of Ontarle

Western Canada Lottery Foundation Clarkson, Goardon & Ca.,
Chartered Accountants




Tabla |0
IMPLICIT PRICE INDEX

Fiscal
Year

1970-71
197 1-72
1972-73
137374
1974-75
1973-75
1976-77
|977-78
1978-79
1979-80)
1930-41

NOTES

Source: National Income & Expenditure Accounts,
Statistlcs Canada, Cat. 13,001

Table 11
STATISTICAL 5YMBOLS

The following statistical symbels are used in the Tables:
Fipures not available b

Flgures not appropriate or
not applicable

Ml or zera

Amount too small 1o be expressed




NOTES TQ THE STATEMENTS OF OPERATIONS

Table |

Method of Presentation

Because of the lack of uniformity In the presentation of the financial data
by the various lotteries, certain changes in the format were required which do
not atfect the final results. For details on the composition of line items in
Table |, refer to the Individual fections on lottery corporations and the
appropriate footnotes,

Eiscal Xear

The financial year runs [rom April | to March 31 unless otherwise indicated.
All lotteriss now use this fiscal vear.

Interprovincial Lottery Corporation

This organization was established In L5976 in order to operate lotteries on an
Interprovincial basis. The marketing agencles are;

Mame of Lntt:rg Date of Association with C-:rrgnranﬂ

Ontario Lottery September | 976
Weztern Canada Lottery November 1976
Loto-Québec September [97%
Atlantic Lottery Jarsjary |979

All cperating costs of the Interprovincial Lottery Corporation are charged
to the marketing agencies on the basis of their respective sales and are
reflected in the financial statements of these agencies. The Interprovincial
Lottery Corporation is charged only with selling tickets to the member
agencies. It does not publish any financial statements of its own.

Table 2

Peri

From April 1976 to August 1976 (termination datel.
Ticket Sales

Ticket sales are shown net after deducting Cammissions & Discounts.

Table 3

Fiscal Peariod

From June 7, 1976 (commencement of operations] to March 31, 1977.

-




NOTES TO THE STATEMENTS OF OPERATIONS

Tahle 3 (cont'd)
Fi Per|
From April i, 1979 to December 3], 1979 (termination of operations).
Termination of Loto Select

Lote Canada enterad an agreement with the Ontarlo Lottery Corpocation
and Loto-Québec to cancel Loto Select on the understanding that the latter
two organizations would contribute the amount of 55,191,000 towards the
cancellation costs in equal shares, thus reducing this charge from
513,782,000 to 58,591,000, In the books of Loto Canada the amount dye was
sat up, but a provision for non-payment for a like amount was also made,
The respective amounts were paid in 1979-80.

Wind-up of Operations

During August 1979 the federal and provincial governments signed an
agreement whereby Loto Canada would withdraw from the sale of lottery
tickets effective December 31, 1979 and wind up its operations as quickly
after that date as possible, The positive amount shown under expenses for
1979-30 results from a surplus of revenue resuiting from termination in the
form of "provision for prizes - future draws" (57,007,311) over termination
casts (51,7 56,938),

Fiscal Period
From Sept. 3, 1976 (commencement of operations) to March 3|, 1977.

TI:E Frgurlm:ia.l

As of Jarnuary |, 1979 the Atlantic Lottery Corporation is the marketing
agent for the Interprovincial Lottery Corporation.

The cost of tickets bought is not shown as a separate itemn and s included in
aperating expenses,

Payvment to Covernment of Canada

In August 1972 a federal-provincial agreement was reached which stipulated
that the Govermment of Canada would withdraw from the sale of lottery
tickets effective December 3], 1979. Effective January [, [980 the
agreement required the provinces to remit guarterly to the Government of
Canada, through the Interprovincial Lottery Corporation, the sym of T
million, appropriately adjusted to reflect the effects of inflation.

The amount shown is the Atlantlc Provinces' share of the payments to the
Government of Canada for the period to March 31, [984,




NOTES TO THE STATEMENTS OF OPERATIONS

Table 3

Coammencament of Operations

Operations of Loto-Quebec commenced on January |, 1970. The amounts
were not significant and have therefore been omitted from this tabulation.

Commissions & Discounts

In the 1970-71 financlal statement of Loto-Quebec, unllke those for
subseguent years, ‘discounts on sales' is included in ‘distribution and sales
expenses’. A portion of that combined amount has been pro rated out, on
the basis of the relationship between 'discounts on sales' and ‘distributlon
and sales' Tor subsequent years, for inclusion under Commilssions & Discounts
in Tabie 5.

In the 1979-80 financial statement of Loto-Queébec remuneration of whole-
salers' [s not broken out as In previous years, but s rather included In
"distribution and sales expendes’. An amount has been pro rated from the
combined figure on the basis of breakdowns found in the [978-7% Annual
Report, for inclusion under Commissions & Discounts in Table 2.

Disposal of Assets
|9TE-TF
This amount is represented by the {ollowing:

Loss on sale of bonds held by Lote-Ouebec in
relation to prizes payable by [nstalments

Loss on the sale of land and a building at the
nominal amount of 5] to the Socicte Shabitation

du CQratbe:

Soecial
197778
This amount is composed of the [ollowing [tems:

Pension Fund Contributions :
applicable to prior years P63, 250

Stari-up costs - Instant Lottery ¥, 96N

32,253,213




NOTES TO THE STATEMENTS OF OPERATIONS
Table 5 (cont'd)

Payment to Government of Canada

The amount showm Comprises two payments to the
Government of Canada:

Loto-{Jutbec's share of the cost of dissolving the
Loto Select game by Loto-Canada Inc. $2,595,676

Loto=Cuebec's contribution in retum for the Government
of Canada's withdrawal from the lottery business [or the
three months ended March 31, 1980 (See Note 3, Table 4) 1,633,200

E‘ﬂ Comimissions

This amount represents the matching commission paid on Lotomatique sales
by non-profit arganizations. This amount matches the regular commission
paid to retallers which is shown under Commissions & Discounts In Table 5.

Table &

Ticket Sales

The 197980 financial staterments of the Ontario Lottery Corporation gives
no breakdown of Ticket Sales by lottery. The breakdown shown was
obtained {rom the Ontario Lottery Corporation,

Commissions & Discounts

"Bonuses to retailers' which s shown 23 an ‘operating expense' |n the
financial statements of the Ontario Lottery Corporation untll [977-78 is
inCluded under Commissions & Discounts.

The 197930 financial statement gives no breakdown of Commissions %
Discounts by lottery. Breakdowns for 1978-79 and [979-30 were obtained
from the Ontario Lottery Corporation

Prizss.

The "Coat of tickets' bought from the Interprovincial Lottery Corporation
for the Provincial in [973-79 and 1980 and for Super Loto in 1979-80 have
bewn shown under prizes. In the [973-79 and | 979-80 Mnancial statments of
the Ontario Lottery Corporation this cost is shown as s separate [tem with

no prize amounts {or the two lotieres. In [act well over fall of the coat of
those tickets i returned [n prizes,
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NOTES TO THE STATEMENTS OF OPERATIONS

Table 6 {(cont'd)

Provision for Loto Canada

In 1978-79 the Ontario Lottery Corporation made a provision in their
accounts for an amount of $2,529,675 allocated equally between its three
constituent lotteries for a payment due under an agreement between Loto
Canada and the Corporation.

In view of the fact that Loto Canada had agreed with the Ontario Lottery
Corporation (and Quebec) to withdraw from Loto Select, this contribution
was recorded in the books of the Corporation and paid in the subsequent
fiscal year.

Payment to Government of Canada

This figure represents Ontario's share of the first quarterly payment to the
Government of Canada under the terms of the federal-provincial lottery
agreement of August 1979 (see Note 3, Table #). This payment is shown
under Non-recurring Expenses in the table and not as an operating expense
as it is treated in the 1979-30 financial statement of the Ontario Lottery
Corporation

Lottario - Start-up Cost

The loss of approximately $9 million constitutes the start-up cost of
Lottario.

Table 7

Change in Statement Format

The organizational structure of the Western Canada Lottery is different
from the other lottery jurisdictions operating in Canada. Unlike other
government lotteries, including the Atlantic Lottery Corporation, the
Western Canada Lottery Foundation has devolved the sales function to
Provincial Marketing Organizations {PMOs) in each of the member provinces
or territories.

For the first five years of its existence the financial statements published
by the Foundation showed only the financial activities under its direct
control. The operating expenses of the PMOs as well as commissions paid to
distributors and retailers were not included. In order to provide a complete
picture of combined lottery income the Western Canada Lottery began, with
the 1979-80 Annual Report, to present a combined statement of operations
showing revenue and expenses of both the Western Canada Lottery
Foundation and the PMOs. Combined statements were shown for 1979-80
and 1978-79.

—




NOTES TO THE STATEMENTS OF OPERATIONS
Table 7 (cont'd)

These combined statements not only present a more accurate picture of the
Western Canada Lottery operations, but also make its financial data more
compatible with the statements of other government lotteries. The Western
Canada Lottery Foundation has not, however, attempted to back cast
combined statements for the years prior to 1978-79. In preparing the
attached trend series tables, it was essential that combined data be shown
for those years as well. Unfortunately the separate statements available
from the Western Canada Lottery Foundation and the PMOs for the years
1974-75 through 1977-78 do not lend themselves to aggregation. It proved
necessary to modify the uncombined statements of the Western Canada
Lottery Foundation to reflect the expenses of the PMOs including
commissions on ticket sales paid to commercial distributors and retailers.

The effective combining of statements for the Western Canada Lottery for
the pre-1978-79 period entailed a large number of caicuiations. Pro rating
was done largely on the basis of comparison between the uncombined
statement for 1978-79 shown in the 1978-79 Annual Report and the
combined statement for the same year shown in the 1979-80 Annual Report.
In addition further breakdowns of financial items shown in the statements
were obtained from the Western Canada Lottery Foundation to assist in
accurate pro rating. No attempt is made in the table notes to describe the
calculations involved because of their number and complexity.

Fiscal Period
From May 13, 1974 {commencement of operations) to July 31, 1975.
Fiscal Period

From August 1, 1975 to July 31, 1976.

Fiscal Period

From August 1, 1976 to July 31, 1977.
Fiscal Period
From July 31, 1977 to March 31, 1978.




NOTES TO THE STATEMENTS OF OPERATIONS

Table 7 (cont'd]

Commissions & Discounts

The Commissions & Discounts figure shown in Table 7 includes all retailer
commissions but only commercial distributor commissions.  Distributor
commissions paid to non-profit organizations are not included (See Note ).

In the financial statements of the Western Canada Lottery Foundation the
itern "Sellers' prizes and commissions' is shown as an ‘expense’. These items
have been included under Commissions & Discounts in Table 7,

Prizes

The "Cost of tickets' bought from the Olympic Lottery for the years 1974-75
through 1976-77 has been shown under prizes. In the financlal starements
of the Western Canada Lottery Foundation this cost s shown as a separate
tem with no corresponding prize figures, In fact, well over half of the cost
of those tickets is returned in prizes,

Payment to Government of Canada

This figure represents the Western Canada Lottery's share of the firs:
quarterly payment to the Government of Canada under the terms of the
federal-provincial lottery agreement of August 1979 (Note 3, Table 4). In
the financial statement of the Western Canada Lottery Foundation this
payment is shown as a deduction from Net Profit ("Revenue from lottery
operations’) whereas in Table 7 it is shown prior to Net Profit.

Met Prodit

The Net Profit figures in Table 7 correspond to the net revenue ('Revenue
from lottery operations”) figures shown in the combined financial statements
of the Western Canada Lottery Foundation, These figures are gross of
'distributor commissions paid to non-profit organizations'. As noted In the
[979-80 Annual Report, these commissions are treated "as a distribution of
net revenuss recognizing that one of the abjectives of the foundation is to
provide & system whereby volunteer groups or non-profit organizations can
tam revenues for their respective causes®, In effect distributor
commissions for non-profit groups are considered equivalent to earmarking
of net profits In other lottery jurisdictions, The distribution of net revenue
as shown in the |979-80 anmual report of the Western Canada Lottery
Foundation is listed below:




NOTES TO THE STATEMENTS OF OPERATIONS

Table 7 (cont'd)

1980 1979

Net revenue from lottery operations 56,797,285 537,217,830

Distributed as follows:

Distributor commissions to non-profit

organizations $12,062,308 $9,961,043
Net revenue to Provincial Marketing

Organizations or Provincial Governments $32,921,235  $27,256,787
Payment to the Federal Government 51,813,242 -

Total $46,797,285 $37,217,830
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INTRODUCTION

The private lottery tables were derived from information provided by
provincial licensing authorities. Sufficient information to cast tables was available
for the provinces of Quebec, Ontario, Manitoba, Saskatchewan, Alberta and British
Columbia, As noted in the main report, data on private lotteries vary significantly
in terms of both number of years and detail. Breakdowns by types of games -
raffles, bingo and so on - were available for several provinces. Footnotes are
included at the end of each table to help clarify the information presented. The
following descriptions of the types of data displayed, where available, may be of
assistance in reading the tables.

Licensing Data

Licences. Refer to the number of licences issued by the provincial licensing
authorities. This number normally will not correspond to either the number of
games (events) held or the number of organizations operating lotteries. Licences
are commonly issued for several games, and a single organization may run several
games on one or more licences in the course of a year. Practices differ from
province to province due to variations in regulations.

Lotteries or Events, Refers to the number of games held.

Organizations. Refers to the number of organizations holding one or more games .

Fees. Refers to the licence fees (shown in current dollars) collected by the
licensing body from the operators of private lotteries.

Revenue and Expenditure

Gross Receipts. Refer to gross revenue - that is, the revenue prior to payment of
prizes and expenses - resulting from private lotteries during the year in question.
This item is similar to the ticket sales item shown in the government operated
lottery tables, but includes revenue from games other than those involving the sale
of tickets (such as the purchase of a bingo card). In the vernacular of gambling, it
is the money wagered for a "consideration” in some game.

Prizes. Refers to the value of prizes returned to participants in private lotteries.
These prizes may take the form of either cash or goods and merchandize.

Expenses. Refer to costs incurred in operating a private lottery other than the
prizes paid out.

Net Receipts. Refer to the revenue remaining after the payment of all prizes and
expenses. This item corresponds to the net profit item shown for government
operated lotteries. In the case of non-profit lotteries, however, the money must be
returned to, or used for, some non-profit activity.
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Table 3
{contd)

PRIVATE OPERATED LOTTERIES
ALBERTA

IENN 7l 1wty :dYa 1572 195TR 9Ty

GROSS RECEIPTS
Bingo

Casino
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Pull Ticket
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Bingo
Casuno
Rattle

Pull Ticker
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Source: Gaming Control Section, Attorney General of Alberta.

Notes

(L) Alberta has licenced private lotteries since 1970 but no data are avallable for the
yeacs prior to 1974,
{2) Refers to calendar ycar.

{3) 1973 data are for fourteen months, including the first two months of 1979,
1979 data are {or ten months only, accounting for the apparent drop in
activity. A spokesperson estimates that had the regular calendar year been
used gross receipts for 1979 would have been in the order of $133 million,

(4) Pull ticket licences were not issued until 1974, Because pull ticket licences are
for a one year period, data is first recorded {or 1975,
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Table 7

IMPLICIT PRICE INDEX
Fiscal Calendar
1970-71 1970 9.2
1971-72 1971 100.0
1972-73 1972 107.2
1973-74 1973 116.4
1974-75 1974 135.1
1975-76 1975 156.0
{ 1976-77 1976 176.7
| 1977-78 1977 193.5
L 1978-79 1978 209.9
| 1979-80 1979 228.6
1980-8] 1980 254.6
NOTES

Source: National Income & Expenditure Accounts,
Statistics Canada, Cat. 13.001

Table 8
STATISTICAL SYMBOLS

The following statistical symbols are used in the Tables:
Figures not available -

Figures not appropriate or
not applicable

Nil or zero -

Amount too small to be expressed -
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Appendix D

MARKETING, LICENSING & PROGRAM
SPOKESPERSONS







ATLANTIC LOTTERY CORPORATION

Bob Scott

Manager

Public Relations and Draws
P.O. Box 5500

260 Main Street

Moncton, New Brunswick
EIC 8W6

Telephone: (506) 854-5680

NEWFOUNDLAND

Government Lotteries

Hon. J.F. Collins

President of the Treasury Board
Government of Newfoundland and Labrador
Confederation Bldg.

St. John's, Nfld.

EIC 5T7

Telephone: (709} 737-2858

Private Lotteries

C. Goodyear

Associate Deputy Attorney General
Department of Justice

Government of Newfoundland and Labrador
Confederation Bldg.

St. John's, Nfld.

AlC 5T7

Telephone: (709} 737-2880

PRINCE EDWARD ISLAND

Government Lotteries

Lotteries Commission of P.E.L
Hon. Lloyd Macphail

P.O. Box 2000

Charlottetown, P.E.L

CIA 7N8

Telephones: (902) 894-4738

General

General

Licensing




PRINCE EDWARD ISLAND (cont'd)

Private Lotteries

Mr. A.J. Currie Licensing
Deputy Minister

Department of Justice

P.O. Box 2000

Charlottetown, P.E.IL

ClA 8Cl

Telephone: (902) 892-5411

NEW BRUNSWICK

Government and Private Lotteries

Mr. Brian Steeves (Secretary)

Lotteries Commission of New Brunswick
(Department of Finance)

P.O. Box 6000

Fredericton, N.B.

E3B 5HI

Telephone: (506) 453-2097

NOVA SCOTIA

Government Lotteries

Mr. Horner General
Acting Executive Director of Administration

(Director Administration,

Department of Culture, Recreation and Fitness)

Nova Scotia Lottery Commission

P.O. Box 864

Halifax, N.S.

B3] 2v2

Telephone: (902) 424-7555

Private Lotteries

Mr. Terry Kelly Licensing
Lottery Officer

Nova Scotia Lottery Commission

45 Alderney Drive

Dartmouth, N.S,

B2Y 3Y5

Telephone: (902) 424-4520




QUEBEC
Gowernment Lotterles

Mr. Miche] Labrosse

Communication Services

Loto-Qluebec

{Societe des loteries et courses du Quebec)
2000, rue Berri

Montreal, Que.

HIL apM5

Telephone: (514) 873-8526

Private Laotteries

Regie des Loteries et courses du Licensing
Quebec

7th Floor, Rm. 700

2055 Pen] 51,

Montréal, Que.

H2A 3K9

Telephone: (514) 373-5130

ONTARIO

Government Lotteriss

Ms. Wendy Horne General
Public Relations

Ontarlo Lottery Corporation

2 Bloor 5t. W., 24th Floor

Toronto, Ont.

M4ew IHE

Telephone: (416) 361-5262

MMr. Michael Noon Gereral Grants
Director of Grants Administration

Ministry of Culture and Recreation

77 Bloor Streat Wast

Taronto, Ont.

M7A 2R

Telephone: (4]16) 63-7 164

Arts Services Branch Wintario Arts Challenge
Ministry of Culture and Recreation Fund Program

77 Bloor 5t. W., 7th FL

Toranteo, Ont.

M7A ZR9

Telephone: (816} 93650229




ONTARIO (Cont'd)

Mr. D, Spence Wintario Half-Back Program
Director

Cultural Industries Branch

Ministry of Culture and Recreation

77 Bloor Street West, 2nd Fl.

Toronto, Ont.

M7A 2R9

Telephone: {416) 965-7690

Private Lotteries

Mr. E.C. Fisher Licensing
Director

Consumer and Commercial Relations

Lotteries Branch

555 Yonge St., 3rd Fl.

Toronto, Ont.

MaY 1Y7

Telephones (416) 963-0272

WESTERN CANADA LOTTERY FOUNDATION

Mr. E.A. Reger General
Director of Public Relations

No. | Lakeview Square

Winnipeg, Man.

R3C 3H8

Telephone: (204) 942-8217

MANITOBA

Government Lotteries

Mr. Garth Maness General
General Manager
Manitoba Lotteries & Gaming Control
Commission
600-428 Portage Avenue
Winnipeg, Man.
R3C OE4
Telephone: (204) 944-3524




MANITOBA {cont'd)

Mr. Cecil Semchyshyn

Director

Cultural Development Sectlon

Department of Cultural Affairs and
Historical Resources

200 Yaughan Street, 3rd FL

Winnipeg, Man.

R3IC 0vE

Telephane: (Z04) F44-3980

Mr. Ernle Stigant
Executlve Director
Manitoba Arts Council
[23-5%% Main Street
Wirnipeg, Man.

Rap [C3

Telephone: (204) 944-2237

Private Lotterias

Mr. Steve 1. Adams

Investigator

Manitoba Lotteries and Gaming
Licensing Board

301-207 Donald Street

Winnipeg, Man.

R3C IM35

Telephone: (204) F44-3499

SASKATCHEWAN

Government Lotteries

Mr. Bob Ritchie

General Manager

Western Canada Lottery -
Sadiatchewan Division

£ = 2727 Parliament Ave,

Regina, Sask.

545 6X5

Teleghone: {306} 584-3214

Sask Spart Trust Fund
Administration Centre for Sport
2203 Victoria Street

Regina, Sask.

S4F Q54

Teleohone: (306) 522-365]

Leneral

Favenusa




SASKATCHEWAN (cont'd)

Private Lotteries

Robert Anderson Licensing
Officer in Charge

Lottery Licensing Division

Department of Consumer Affairs

1871 Smith St.

Regina, Sask.

S4P 3v7

Telephone: (306) 565-5713

ALBERTA

Government Lotteries

Mr. Gary Darychuk General
General Manager

Western Canada Lottery/Alberta Division

15015-111 Avenue

Edmonton, Alta.

T5M 2P8

Telephone: (403) 483-1014

Mr. Wright Revenue
Alberta/Culture

Old St. Stephens College

2820-112 5t.

Edmeonton, Alta.

T6G 2P38

Telephone: (403) 427-2923

Private Licensing

Mr. Ron Sheppard

Chief Inspector

Gaming Control Secretariat
Attorney-General's Department
Park Square, 20th Fl.

10001 Bellamy Hills

Edmonton, Alta.

T53 3Cl1

Telephone: (403} 427-5052




ALBERTA (cont'd)

Mr. D0, Gardner

Chalrman )
Alberta Gaming Commission
9831 |09th St 5th FL
MNatural Resources Bidg.
Edmeonton, Alta.

T5K 2E3

Telephone: (403) W27-2736(7)

BRITISH COLUMBLA

Mr. James Taylor
Director

B.C. Lotteries Branch
%0 Blanshard Street
Victorla, B.C.

VEW 3E&

Telephone: (404) 387-53] |

Mr. E.R. Grchard

Lottery Grants Co-prdinator

Lottery Grants Branch

Ministry of Provincial Secretary and
Government Services

Parliarment Bulldings

Victorla, B.C.

Y3V 1 X4

Telephone: (604) 387-3423

F'riI‘ﬂE Liﬂglﬂ.

Mr. Daniel 3. Currie

Chief Licensing Offlcer

B, Lotteries Branch

Ministry of Provincial Secretary and
Covernment Services

340 Blanshard 51,

Victoria, B.C.

VIW 346

Telephone: (604) 387-531 |

Enforcement

Revenuye




NORTH WEST TERRITORIES

Government Lotteries

Mri. Madeline Galinas
Sport North

Box 504

Yellowinile, N.W.T.

XOE 1HO

Telephone: (40Y) 873-7723

Privaie Lotteriss

Laurie Harder

Consumer Affairs Otfficer

Consuiner Services Branch

Department of Justice and
Public Services

Covernment af the N.W.T.

Yellowknife, N.W. T,

XIAZLY

Telephone: (¥03) 873-7257

YUKON

Loyernment Lotieries

Mr, AM, Pearson

Rampart Management Service
2098 Main Street

Whitehorse, Yukon

YA 2BZ

Teir:];rhun.e: (403) 667-4288

Mr. J. Pollock

Chairman

Yukon Lottery Commission
2-A, 3078 Fourth Avenue
Whitehorse, Yukon

YA eKE

Telephone: (803} 6674421

Private Lotteries

Caonsumer and Carporate Affairs
Covernment ol ¥ ukan

P.. Box 2703

Whitehorsa, Yukon

YA ZCH

Telephone: (403} 667-7910




INTERPROYINCIAL LOTTERY CORPORATION

Mr. Chris French General
Director

7 Bloor 5. W., Sulte 2303

Toronto, Ont.

Maw IEZ

Telephone: {816) 968-7769
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REFERENCE SOURCES

Canadian News Facts, Toronta: Marpep Publishers. The CNF is an indexed

ast of current events published since |967. Its major sources of news

are daily mewspapers and the Canadian Press, the national news
EAthering agency.

Canadian News Index. Teronto: Micromedia Ltd. The CNI is a reference guide
to the contents of 30 major Canadian magazines - a continuation and
enhancement of the Canadian Newspaper [ndex which has been
published since 1977,

Copok, Barleen M. Lepalized Gambling andf/or Lotteries as a Revenue Source.
Monticello: Vance Bibliographies, smarch 1979,

Swanick, Eric L. Canadian _Lotteries: An Introductory  Bibliography,
Monticello: Yance Biblicgraphiss, Lrctober 1978,

Mlllion$, Toronto: Milliond Mapazine. This Canadian magazine ocovers
investments and gambling and features a monthly "Lottery Update®, as
well as frequent articles on Canadlan and foreign lotteries

Public Gaming. Rockyille: Public Gaming Research Institute. This magazine
bills itself as the "“international magazine of gaming business,
management, research and regulation™, It provides regular in-depth
coverage of developments in United S5tates and Canadian lotteries.

GOVERNMENT AND OFFICIAL DOCUMENTS

Canadian Lottery Corporations and Covernment Agencies. Most of the lottery

corporations and government agencies listed In Appendix O publish
annual reports, financial stetements or other documents which are
avallable upon request. Many of the documents which have been used
are identified In the footnotes to the main report. Information
contained n personal correspondance from those organizations has not
been referenced but can be duplicated by contacting the appropriate
bodles,

Great Britain. Beport of the Interdepartmental Workin Part; On Lotterjes,
London: Her Majesty's Stationery Ollice, Lecember i P

Great Britaine  Roval Commission on Gambling, Final Heport. London: Her
Sta

Majesty's Stationery Office, July 197K,

Ontarlo. The Ontarlo Committese on Taxation. Toronto: Queen's Printer, 1367,
United States. Commisszsion on the Review of the National Policy Toward

Gambling. Gambling In America. Washington D.Cat 1L5. Government
Printing Office, |9/¢.




BOOKS

"Lotteries and Sweepstakes,” 0 ﬂamhﬂﬁ ‘rt:ttrda:: and Today, ed. J. Philip
Jones, Newton Abbot: Davi arles, -

Wainsteln, David and Lillian Diteh, The Impact of Legalized EamhiinF= The
a=Economic nces of Lotteries and =Irac etting.
&,

e T Ork Bger,

SCHOLARLY JOURNALS

Aronson, J. Richard ¢t al. "Revenue Potential of State and Local Loveeries™
Growth and Change, 3, No. 2, April 1972, 3-8.

Blackey, G. Robert, "State Conducted Lotteries: History, Problems, end
Promises, "Journal of Social lssues, 33, No. 3, 1979, 4287,

Arinner, Roger and Charles Clotfelter, "An Economic Appralsal of State
Lotteries,” _’:-_aﬂma.t Tax Journal, 2%, Mo, %, December 1975, 395=404,

Brooks, James. "Stave Lotteriess Profits and Problems,” State Government,
a8, No, |, Winrer 1975, 23-3l.

Hybels, Judith H. "The Impact of Legallzation en [legal Gambling
Participation,” Journal of Social lssues, 13, Ne. 3, 1979, 27-35.

Johnson, Jarmes A, “An Economic Analysis of Lotteries,” Canadian Tax
Journal, 24, No. 6, November/December |976, 639-631.

Johnson, James A. "An Analysis of the Goals of Lotwery Managerii
Implications for Developments in the Operation of Canadlan Lotteres,”
Canadlan Public Administration, No. |, Spring 1979, 101=113,

Joyce, Kathleen. “Public Opinlen and the Politics of Gambling," Journal of
Social Issues, )3, No. 3, 1373, [e4-[63.

MeLaughling Kevin, "The Lotteries Tax," Canadian Taxation, [, No. |, January
1979, 16s.

Mellos, Koula. “The Chance Game Industry apd Masm Culture® Dur
Gengration, 13, No.}, Summer 1979, 5-9.

Mellos, Koula. "Regressive Tax and Liberal Ideclogy,” Canadian Taxation, |,
No. |, Janumry 1979, lé-.

Page, Greham. “Lotteries,” Municingl and Public ‘ier'r'ar.m Journal, 7, Aprll
1978, 325335 —
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"The Present 5System of Financing Cultural Activities in Finland," Kultura,
Beograd: Slabodan Jovic, September, 1974,

Stocker, Fredrick. "State Sponsored Gambling as a Source of Public Revenue,
"Mational Tax Journal, 25, No. 3, Septemnber 1972, 837-44],

Suits, Daniel B, "Economic Background for Gambling Pelicy.” Journal of Social
issues, 35, No.3, 1979, b3-61, ———

MAGAZINES

"Arts Win With Losing Lottery Tickets," Financial Post, January 26, |980, 32,

"Charities Pools lllegal," Economist, 237, December 5, 1970, &0,

"Creating a Nation of Dutiful Losers," Financial Post, February 12, 1977, L

Edmonds, Alan. "Chang Chuen Has Twice as Much Chance of Being Hit By
Lighten as He Has of Winning a Lottery Million," Canadian,
February 12, 1977, &-7.

Elwood, Bryan, "Consumer's Guide to Canadian Lotteries," Million3, 2, Ne. 2,
February 1981, 26-33,

"Evervbhody Wins," Forbes, January 15, 1976, 34-535.

"Lotteries: No Score Draws for Whitehall," Economist, 243, December |3,
1973, 24,

Miller, Robert. "Lottery Mania," Maclean's, 39, March 8, 1976, 32be.
"Not Much In Them," Economist, 264, August 27, 1977, 31-32,
"Lotteries Relegalised,™ Economist, 263, April 30, 1977, 25.

"The Lure of Lotteries,” Canadian Consumer, December 1978, &-9.

"Massachusetts Arts Lottery,” Washington International Arts Letter. L&, Nod,
March 1379,

"Massachusetts Bets on Arts Lottery,” Art Letter, 9, No. 2, February 1980, 1.

Clerenshaw, Denis. "Lotteries, Government's Money-Making Dream Machines,”
Marketing, October 22, 979, 24..
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Scott, Steve. "The Multi-Billion Dollar Lottery Bubble,” Million§, 1, No. &,
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"State Lotteries and Gambling - Results Have Not Equalled Expectations," USA
Today. 107, No. 2407, April 1979, 1-2.

"The Vasari Diary: An Qil for 63 Cents," ARTnews, December 1978, p. 5+.
White, Sheila. "Unclaimed Million," Million$, 2, No. 2, February 1981, 22-25.
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