Department of Gaming

JLBC: Ted Nelson
OSPB: lllyaRiske
FY 2009 FY 2010 FY 2011
ACTUAL ESTIMATE BASELINE
OPERATING BUDGET
Full Time Equivalent Positions 123.0 123.0 123.0
Personal Services 4,330,800 4,450,400 4,156,100
Employee Related Expenditures 1,584,400 1,367,000 1,276,600
Professional and Outside Services 431,700 1,113,700 1,040,000
Travel - In State 304,400 490,200 457,800
Travel - Out of State 45,200 93,400 87,200
Other Operating Expenditures 969,600 706,100 659,400
Equipment 123,600 464,600 433,900
OPERATING SUBTOTAL 7,789,700 8,685,400 8,111,000
SPECIAL LINEITEMS
Casino Operations Certification 1,891,100 1,986,200 1,986,200
Joint Monitoring System 145,800 233,300 0
Problem Gambling 2,016,500 2,277,000 2,102,400
AGENCY TOTAL 11,843,100 13,181,900 12,199,600
FUND SOURCES
Other Appropriated Funds
Arizona Benefits Fund 9,652,000 10,895,700 9,913,400
State L ottery Fund 300,000 300,000 300,000
Tribal State Compact Fund 1,891,100 1,986,200 1,986,200
SUBTOTAL - Other Appropriated Funds 11,843,100 13,181,900 12,199,600
SUBTOTAL - Appropriated Funds 11,843,100 13,181,900 12,199,600
TOTAL - ALL SOURCES 11,843,100 13,181,900 12,199,600
CHANGE IN FUNDING SUMMARY FY 2010 to FY 2011 Baseline
$ Change % Change

Other Appropriated Funds (982,300) (7.5%)

Total Appropriated Funds (982,300) (7.5%)

Total - All Sources (982,300) (7.5%)

AGENCY DESCRIPTION — The Department of Gaming regulates tribal gaming activities as authorized by the Arizona
Tribal-State Gaming Compacts. The agency is funded by the Arizona Benefits Fund, which receives a portion of tribal
gaming revenues to pay for regulation of tribal gaming and prevention of problem gambling. The agency is also responsible
for certifying casino employees and vendors working with casinos. The department receives monies from the Tribal State
Compact Fund through casino employee and vendor certification application fees.

Pursuant to A.R.S. § 5-601.02 and the Tribal-State Gaming
Compacts, the department’s administration and regulatory
expenses are capped based on the level of tribal revenues
received by the state.  This revenue cap limits the
department’s operating budget and Special Line Item (SLI)
appropriations from the Arizona Benefits Fund, excluding
Problem Gambling, to the greater of $8,000,000, or 9% of
dstate triba gaming revenues. The Basdline includes
$8,111,000 for FY 2011, as 9% of projected FY 2011
revenues is more than $8,000,000. Any unexpended
administrative monies are transferred to the Department of
Education’s Instructional Improvement Fund.

From the Arizona Benefits Fund, the department is aso
appropriated 2% of tribal revenues, equal to $1,802,400 for
FY 2011, for the Problem Gambling SLI. Thisallocation, in
addition to the 9% received for the department’s budget is
expected to be $9,913,400.

The Department of Gaming is forecasting FY 2010 tribal
gaming revenue increases of 15% over FY 2009 and
FY 2011 tribal gaming revenue increases of 10% over
FY 2010. In comparison, gaming revenues declined by
9.9% in FY 2009 due to the overal downturn in the
economy. As a result of the continuing economic
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Tablel
Tribal Gaming Distributions Pursuant to Proposition 202 ¥
Proposition 202 FY 2008 FY 2009 FY 2010 FY 2011

Recipient Formula Actual ¥ Actual ¥ Projected Z Projected Z
State Government Contribution 88% of total $ 96,025,600 $86,496,800 $85,830,600 $ 90,122,100
Loca Government Contribution 12% of total 15,152,200 11,037,900 11,704,200 12,289,400

Total 100% of total $111,177,800 $97,534,700 $97,534,800 $102,411,500
Allocation of State Government's Share
Department of Gaming Regulation $8 million, or 9%, $ 8,642,300 $ 8,000,000 $ 8,000,000 $ 8,111,000

whichever is greater

Department of Gaming Problem Gambling 2% 1,920,500 1,729,900 1,716,600 1,802,400

Subtotal-Department of Gaming $ 10,562,800 $ 9,729,900 $ 9,716,600 $ 9,913,400
Instructional Improvement Fund

(Department of Education) 56% of remainder 47,859,200 42,989,400 42,623,900 44,916,900
Trauma and Emergency Services Fund

(Arizona Health Care Cost Containment

System) 28% of remainder 23,929,600 21,494,700 21,311,900 22,458,400
Arizona Wildlife Conservation Fund 8% of remainder 6,837,000 6,141,400 6,089,100 6,416,700
Tourism Fund 8% of remainder 6,837,000 6,141,400 6,089,100 6,416,700

Total $ 96,025,600 $86,496,800 $85,830,600 $ 90,122,100
1/ The numbers displayed herein represent monies distributed to agencies and may not correspond directly with agencies actual expenditures or

appropriation amounts.
2/ JLBC projects 0% gaming revenue growth in FY 2010 and 5% growth for FY 2011. JLBC projections are used due to uncertainty as to whether the
Department of Gaming's 15% FY 2010 and 10% FY 2011 gaming revenue growth projections will be realized.

dowdown, there is uncertainty as to whether gaming
proceeds will be high enough to match the department’s
projections. The JLBC has established alternative estimates
that FY 2010 gaming revenues will remain unchanged from

personnel who are certified by the relevant tribal gaming
office. Certification application fees provide funding for
the Casino Operations Certification SLI.

FY 2009, while FY 2011 gaming revenues will increase by

Joint Monitoring System

5% over FY 2010. (See Table 1 for more information on

projected state revenues) The Basdline includes no funding from the Arizona
- Benefits Fund for the Joint Monitoring System SLI in
| Operating Budget | FY 2011. FY 2011 adjustments would be as follows:

The Basdine includes $8,111,000 and 90 FTE Positions
from the Arizona Benefits Fund for the operating budget in
FY 2011. FY 2011 adjustments would be as follows:

Joint Monitoring System Shift  OF (233,300)
The Basdline includes a decrease of $(233,300) from the
Arizona Benefits Fund in FY 2011 for a shift in funding to
the operating budget. This eliminates one-time equipment
funding and transfers Joint Monitoring System funding to
the operating budget in FY 2011 for ongoing expenses.

Joint Monitoring System Shift  OF $233,300
The Baseline includes an increase of $233,300 from the
Arizona Benefits Fund in FY 2011 for a funding shift for
the Joint Monitoring System. These monies are shifted
from the Joint Monitoring System SLI.

Background — The Arizona Tribal -State Gaming Compacts
require the department to implement an on-line electronic
monitoring system that connects the department in real
time to the slot accounting systems of each of the 17 urban
gaming facilities. This system is referred to as the Joint
Monitoring System. A total of $1,188,100 was
appropriated in FY 2008 and $2,442,100 was appropriated
in FY 2009 to fund the installation of the electronic

Revenue Realignment OF (807,700)
The Basdline includes a decrease of $(807,700) from the
Arizona Benefits Fund in FY 2011 to realign spending
with projected revenues.

| monitoring system at the 17 urban sites. Of this totdl,

Casino Operations Certification $233,300 is ongoing operating costs that continued in

o - FY 2010.
The Baseline includes $1,986,200 and 28 FTE Positions

from the Tribal-State Compact Fund for Casino Operations
Certification in FY 2011. These amounts are unchanged
from FY 2010.

A footnote in the General Appropriation Act stipulates that
expenditures for the Joint Monitoring System SLI
appropriation are contingent on Information Technology
Authorization Committee (ITAC) approval of the system.

The department has the responsibility for investigating and ITAC approved the system for all 17 urban sites.

certifying all vendors that provide over $10,000 per month
of goods and services to tribal gaming facilities and all
tribal gaming employees, excluding food and beverage
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| Problem Gambling | department to provide problem gambling prevention,
treatment, and education programs. The Baseline includes

The Basdline includes $2,102.400 and 5 FTE Positions for $2,102,400 for FY 2011 from the Arizona Benefits Fund.
Problem Gambling in FY 2011. These amounts consist of: (See Table 1 for more information on projected state
revenues.)
Arizona Benefits Fund 1,802,400 R
Lottery Fund 300,000
FY 2011 adjustments would be as follows: FORMAT — Operating Lump Sum with Special Line
Items by Agency
Revenue Realignment OF (174,600)
The Basdline includes a decrease of $(174,600) from the FOOTNOTES
Arizona Benefits Fund in FY 2011 to realign spending with . .
projected revenues. an g Deletion of Prior Year Footnotes
) The Baseline would delete the footnote on the Information
Pursuant to A.R.S. § 5-601.02 and the Tribal-State Gaming Technology Authorization Committee approval of the
Compacts, 2% of tribal revenues received by the state shall Joint Monitoring System as they have already approved it.
be appropriated from the Arizona Benefits Fund to the
FY 2009 FY 2010
SUMMARY OF FUNDS Actual Estimate
Arizona Benefits Fund (GMA2350/A.R.S. § 5-601.02) Partially-Appropriated

Sour ce of Revenue: Tribal organizations, which have gaming compacts with the state, pay a portion of their gaming revenues to the state.

Purpose of Fund: Provide funding for the regulation of tribal gaming and prevention of problem gambling. In addition, the Arizona
Benefits Fund distributes monies to various state funds. (Seeindividual agency pages for detailed information on each recipient.)

Appropriated Funds Expended by Department of Gaming 9,652,000 10,895,700
Funds Transferred

Instructional |mprovement Fund 42,971,700 49,275,200
Trauma and Emergency Services Fund 21,485,800 24,637,600
Arizona Wildlife Conservation Fund 6,138,800 7,039,300
Tourism Fund 6,138,800 7,039,300
Total Funds Transferred 76,735,100 87,991,400
Year-End Fund Balance 72,300 51,900
Lottery Fund (GMA2122/A.R.S. § 5-601) Appropriated

Sour ce of Revenue: Funds transferred from the State Lottery Fund.

Purpose of Fund: Provide additional funding to the department's Problem Gambling program. These funds are expended to prevent,
educate, and treat individual's suffering from problem gambling.

Funds Expended 300,000 300,000
Year-End Fund Balance 0 0
Tribal State Compact Fund (GMA2340/A.R.S. § 5-601) Appropriated

Sour ce of Revenue: The fund receives monies from gaming vendors and gaming employeesto pay for their certification.

Purpose of Fund: Pay for the actual cost of performing background investigations on gaming employees and vendors to determine
suitability for state certification.

Funds Expended 1,891,100 1,986,200
Year-End Fund Balance 2,141,700 2,115,200
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