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Summary of Revenue Changes

The Oregon Lottery collects revenues from traditional and video lottery gaming. It pays player prizes and its operating expenses out of these
revenues and then transfers the balance (net profits) to the Administrative Services Economic Development Fund (EDF). The Department of
Administrative Services (DAS) then distributes funds from the EDF in adherence with constitutional and statutory funding priorities, including
specific Legidative alocations. The amounts outlined in this bill are based on the Lottery forecast from the DAS Office of Economic Anaysis as
of May 15, 2009, with an additional $981,196 added to the 2007-09 biennium EDF ending balance. The amounts also are based on passage of
HB 2012, which suspends any transfer of the 2007-09 biennium EDF ending balance to the school capital matching subaccount in the Education
Stability Fund; and passage of SB 496, which reduces the allocation of |ottery revenues into the Oregon Growth Account and directs Oregon
Growth Account declared earnings to the Oregon Student Assistance Commission and the Oregon Education Fund. As actual amounts vary, the
allocations or distributions set forth within may also vary —in some cases requiring related expenditure limitation adjustments.

The Oregon Lottery transfers Lottery Funds to the Administrative Services EDF on aquarterly basis. From each quarterly transfer, a number of
dedicated distributions are required by the Oregon Constitution or are provided for in Oregon Revised Statutes (ORS), including:

» The Oregon Constitution requires that 18 percent of net proceeds be distributed to the Education Stability Fund;
* The Oregon Constitution requires that 15 percent of net proceeds be distributed to the Parks and Natural Resources Fund;

» Oregon statute requires that 2.5 percent of net proceeds of video lottery gaming be distributed to the counties for economic development
projects. The allocations approved in this bill assume passage of HB 3199, which reduces the amount of this allocation by $5,000,000 for
the 2009-11 biennium. Beginning with the 2005-07 biennium, 50 percent of the operating costs for the Economic Revitalization Team
(ERT) established by ORS 284.555 are also funded from this source. The provisionin HB 3199 to reduce the distribution to counties
does not affect ERT funding.

» Oregon statute requires that one percent of net profits be distributed to the Sports Lottery Account for sports programs at state institutions
of higher education and for scholarships. The alocations approved in this bill assume passage of HB 3199, which limits the allocation to
the Sports Lottery Account to no more than $9,665,082 in the 2009-11 biennium.

» Oregon statute requires that one percent of net profits be transferred to the Department of Human Resources for Gambling Addiction
treatment. The allocations approved in this bill assume passage of HB 2126, which reduces the amount of this allocation by $2,120,912
for the 2009-11 biennium.

» Oregon statute requires that one percent of the net profits, not to exceed $1.53 million annually, be transferred to the County Fair account.
The maximum amount is adjusted each biennium pursuant to certain changes in the Consumer Price Index. The alocations approved in
this bill assume passage of HB 3199, which establishes atotal allocation amount to the County Fair Account of $3,043,303 for the
2009-11 biennium.
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» Oregon statute requires that annual debt service payments for outstanding lottery bonds be satisfied before allocating for other purposes.

Finally, the Legislature makes other allocations from the EDF within authorized public purposes. These purposes include job creation, economic
development and public education. Currently, the bulk of allocations are made to the Department of Education for the State School Fund and to
the Economic and Community Devel opment Department for various program expenditures. During the 2009-11 biennium, debt service
requirements will comprise 20 percent of the total resources available for allocation.

Debt service allocations are paid annually in the first quarter of each fiscal year. Interest earned on the EDF remains within the fund itself. If at
the end of any quarter funds remain undistributed, they will remain in the EDF for allocation in future quarters. If in any quarter revenue in the
EDF isinsufficient to pay for quarterly distribution of allocations, DAS will first fund debt service obligations. Remaining revenues will be
distributed in a prorated manner.

Summary of Capital Construction and I nformation Technology Subcommittee Action

Allocation of L ottery Revenue

Senate Bill 5534 allocates lottery revenue from the EDF. The amounts outlined in this bill are based on the Lottery forecast from the DAS Office
of Economic Analysis as of May 15, 2009, with the adjustments identified in the prior section. The attached tables display the Lottery Funds
alocated by the Subcommittee from the EDF. The allocations are summarized below.

» A tota of $228.2 million Lottery Fundsis allocated for debt service for outstanding Lottery revenue bonds, and for additional Lottery
revenue bonds authorized in the 2009-11 biennium Legisatively Adopted Budget, to the Department of Education, Department of Higher
Education, Department of Community Colleges and Workforce Devel opment, Economic and Community Development Department,
Housing and Community Services Department, Department of Transportation, Department of Administrative Services, State Department
of Energy, State Forestry Department, and the Water Resources Department. New lottery bonds for the 2009-11 biennium include the
following:

0 Connect Oregon multimodal transportation infrastructure projects.

o National Oceanic and Atmospheric Administration project in Newport.

0 Housing and Community Services projects to preserve federally-assisted Section 8 housing and Manufactured Dwelling Parks.

0 Economic and Community Development’ s infrastructure loan program.

0 State Forestry Department land acquisition.

0 County Court Facilities Infrastructure projects.

0 Federal Emergency Management Agency project in Tillamook.

0 Loan program needs at the State Department of Energy for the Small Scale Local Energy Project Administration and Loan Offset
Grant Fund.

0 The Coos Bay Railway project.

o0 Water development projects and development of an integrated water resources strategy.
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The Port of Morrow Education Center.

The Lane Transit's West Eugene EmX project.

Infrastructure improvements at the Pendleton Round-Up.

Higher Education and Community College capital construction and deferred maintenance projects approved in Senate Bill 5506.

© O 0O

» The State School Fund is allocated $439.8 million Lottery Funds.
» DASisallocated $22,000 for transfer to the Department of Agriculture for administration of county fairs.

 DASalso receives an alocation of $1,352,767 for the Oregon School Facilities Task Force (note that this allocation, however, isin House
Bill 2013, and not in SB 5534). Thisamount is equal to the 2007-09 ending balance in the Administrative Services EDF.

* Atota of $31.3 million Lottery Fundsis allocated for the programs of Economic and Community Development Department. This total
excludes amounts allocated for debt service payments on Lottery revenue bonds, but includes $6.6 million for Shared Services;
$23.4 million for Business, Innovation, Trade; and $1.3 million for the Film and Video Office.

» The Office of the Governor is alocated $2 million Lottery Funds for the Economic Revitalization Team. Half of this funding will come
from the video lottery proceeds that are allocated for county economic development.

Education Stability Fund

A constitutional amendment approved by Oregon votersin 1997, and amended in 2002, requires that 18 percent of net lottery proceeds be
transferred to the Education Stability Fund. Interest earnings on this fund are continuously appropriated for the benefit of education programs.
These earnings are split 75 percent to the Oregon Education Fund, which is currently used to help pay debt service on lottery bonds that were
previously issued for the Department of Education, and 25 percent to the Oregon Student A ssistance Commission.

Ten percent of the amount deposited in the Education Stability Fund had been deposited into the Oregon Growth Account within the Fund.
Earnings from this Account were transferred to the Oregon Commercialized Research Fund. However, another bill (Senate Bill 496) has changed
this. Now all declared earnings, including earnings from the Oregon Growth Account, are continuously appropriated to the Oregon Education
Fund and the Oregon Student Assistance Commission. Thisis expected to increase the amounts transferred to these two entities by $18 million in
the 2009-11 biennium. Also, until June 30, 2013, only five percent (instead of ten percent) of the depositsinto the Education Stability Fund will
be credited to the Oregon Growth Account.

Parksand Natural Resources Fund

Ballot Measure 66, approved by Oregon votersin 1998, requires 15 percent of net lottery proceeds to be transferred to the Parks and Natural
Resources Fund. Thisfund is continuously appropriated for the benefit of State Parks and other natural resource agencies.
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County Economic Development

Oregon Statutes require that 2.5 percent of net proceeds of video lottery gaming be distributed to the counties for economic development projects.
Beginning with the 2005-07 biennium, 50 percent of the operating costs for the Economic Revitalization Team (ERT) established by

ORS 284.555 have also been funded from this source.

The Subcommittee supported reducing by $5 million, the amount of the 2009-11 biennium transfer for county economic development. The
resulting estimated distribution is $34,087,557 (including $1,023,139 for the Economic Revitalization Team).

Gambling Addiction

The 1999 L egidature statutorily dedicated one percent of net lottery proceeds to be transferred to the Department of Human Services to fund
gambling addiction programs in the state.

The Subcommittee supported reducing the amount of transfer for gambling addiction programs by $2,120,912 for the 2009-11 biennium. The
resulting estimated allocation is $9,249,772.

Higher Education Sports Programs

Beginning in 2007, one percent of net lottery proceeds are dedicated to the Department of Higher Education for distribution to institutions to
offset the costs of intercollegiate athletic programs and for academic scholarships.

The Subcommittee supported limiting this allocation to no more than $9,665,082.
County Fairs

The 2001 Legidature statutorily dedicated one percent of net |ottery proceeds, with certain limitations, for distribution to county fair programs
throughout the states. This amount has been adjusted by inflation each biennium.

The Subcommittee supported setting this alocation to $3,021,303 for the 2009-11 biennium.
Lottery Funds Expenditure Limitation
Lottery Funds expenditure limitation related to these allocations is generally contained within the respective agency budget bills and/or in House

Bill 5054.
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