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AT A GLANCE PURPOSE

* Minnqsota ranks #1 in the U.S. for charitable The Gambling Control Board regulates the lawful (charitable)
gambling o B gambling industry to ensure the integrity of operations and

e Lawful gambling gross receipts = $1.6 billion for FY provide for the lawful use of net profits. Lawful gambling in
2916 o . - Minnesota includes bingo, raffles, pull-tabs, tipboards, and

e Licensed organizations contributed $63 millionto paddlewheels. Required accountability and reporting by
Minnesota charities in FY2016 and paid $55 million in registered nonprofit organizations ensures proceeds are
state taxes used for appropriate charitable needs to provide:

e 5,995 new games tested and approved in FY 2016
o 1,160 licensed charitable organizations (conduct

o  Support for Minnesota veterans and their families

gambling year round) operating at 2,775 sites o Reduced costs for youth activities

e Issued 3,980 tax-exempt permits (conduct limited e Fire and safety equipment for local communities
gambling with prize value less than $50,000) $47 e Educational and training opportunities for religious
million in tax-exempt receipts for FY2016 and community programs

»  Conducted 908 site inspections and 427 compliance e Support for local units of government and
reviews community projects

*  Forevery dollar wagered on charitable gambling in e Support for wildlife and natural resources programs
Minnesota 2/10" of one cent ($.002) goes to fund the e Support for fratemal groups (Eagles, Moose, Elks,
board for lawful gambling regulation Knights of Columbus)

e Support for clubs including Lions, Jaycees, rod and
gun, sports and snowmobile
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The Gambling Control Board is entirely funded by the industry regulated. All fees collected go into the dedicated lawful
gambling regulatory account. License fees are collected from manufacturers, distributors, distributor salespersons, and linked
bingo providers. Manufacturers also pay for game approval and testing. Nonprofit organizations conducting gambling pay
license and permit fees along with a regulatory fee based on gross sales. In FY 2016 a total of $3,710,700 was paid by the
industry.
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STRATEGIES

The board consists of seven citizens and 32 full-time equivalent staff. Regulation, education and guidance are provided to the
lawful gambling industry through:

Monthly board meetings to consider games and licenses and to approve special use of gambling funds

Issuing licenses and permits for nonprofit organizations, distributors, manufacturers and linked bingo providers
Compliance reviews and audits of nonprofit organizations’ gambling activities

Analyzing expenditures and charitable donations reported monthly by licensed organizations

An individualized mentoring program for nonprofit organizations to ensure compliance with statute

Investigations for theft and fraud by inspecting gambling products and sites, investigating irregularities found during
compliance reviews and responding to allegations made by players

Sanctions or fines on licensees that are out of compliance with law and rules

Monthly gambling manager seminars, continuing education classes, and presentations at state-level conventions
Publication of Lawful Gambling Manual, quarterly industry newsletter, and other materials

A comprehensive website including all required forms, records, and reports

RESULTS

Type of Measure | Name of Measure Previous Current Dates

Quantity Lawful Gambling Gross Receipts-Taxed $1,339,536,000 | $1,530,035,000 | 2015/2016
Lawful Gambling Gross Receipts-Tax 40,210,000 43,543,000 | 2015/2016
Exempt

Quantity Number of sites where gambling is 2,724 2,775 2015/2016
conducted by 1,150 licensed nonprofit
organizations

Quantity Number of sites where electronic games 225 430 2015/2016
are played

Quantity Tax exempt permits issued to 2,400 4,043 3,980 2015/2016
nonprofit organizations that conduct fewer
than 5 events with less than $50,000 in
prizes during the year

Quantity Gambling products reviewed 5,796 5,995 2015/2016

Minnesota Statutes, Chapter 349 https://www.revisor.mn.gov/statutes/?id=349 provides legal authority for the Gambling Control

Board.
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Gambling Control Board

Expenditures By Fund

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecasted Base Recommendation
FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19
2000 - Restrict Misc Special Revenue 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457
Total 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457
Biennial Change 762 64 295
Biennial % Change 13 1 4
Governor's Change from Base 231
Governor's % Change from Base 3
Expenditures by Program
Program: Lawful Gambling Control 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457
Total 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457
Expenditures by Category
Compensation 2,527 2,520 2,597 2,870 2,870 2,870 2,915 2,950
Operating Expenses 377 370 383 665 424 424 477 477
Other Financial Transactions 20 5 39 30 30 30 30 30
Capital Outlay-Real Property 4 0 0 0 0 0 0
Total 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457
Full-Time Equivalents 31.2 31.1 30.1 31.2 31.2 31.2 31.2 31.2
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Gambling Control Board

2000 - Restrict Misc Special Revenue

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation

FY14 FY15 FY16 FY17 FY18 FY19 FY18 FY19

Balance Forward In 0 236 0 241 0 0 0 0

Direct Appropriation 3,959 3,959 3,260 3,324 3,324 3,324 3,422 3,457

Cancellations 795 1,301 0 0 0 0 0 0

Expenditures 2,928 2,894 3,019 3,565 3,324 3,324 3,422 3,457

Balance Forward Out 236 0 241 0 0 0 0 0

Biennial Change in Expenditures 762 64 295

Biennial % Change in Expenditures 13 1 4

Gov's Exp Change from Base 231

Gov's Exp % Change from Base 3

Full-Time Equivalents 31.2 311 30.1 31.2 31.2 31.2 31.2 31.2
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Gambling Control Board
FY18-19 Biennial Budget Change Item

Change Item Title: Operating Adjustment

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Special Revenue Fund
Expenditures 45 80 80 80
Revenues 0 0 0 0
Net Fiscal Impact = 45 80 80 80
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends additional funding of $125,000 from the special revenue fund to maintain the current level of service
delivery at the Gambling Control Board.

Rationale/Background:

Each year, employer-paid health care contributions, pension contributions, FICA and Medicare, along with other salary and
compensation-related costs increase. Other operating costs, like rent and lease, fuel and utilities, and IT and legal services also
grow. This cost growth puts pressure on agency operating budgets that remain flat from year to year.

Agencies face challenging decisions to manage these costs within existing budgets, while maintaining the services Minnesotans
expect. From year to year, agencies find ways to become more efficient with existing resources. However, cost growth typically
outstrips efficiencies, and without additional resources added to agency budgets, service delivery erodes.

For the Gambling Control Board, an erosion of services may include reduced regulation of lawful gambling activities and
participants.

Proposal:

The Governor recommends increasing agency operating budgets to maintain the delivery of current services. For the Gambling
Control Board, this funding will cover expected and anticipated employee compensation growth, including anticipated
compensation increases and employer-paid pension costs.

Results:
This proposal is intended to allow agencies to continue to provide current levels of service and information to the public.

Statutory Change(s):
N.A.
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Gambling Control Board
FY18-19 Biennial Budget Change Item

Change Item Title: Conversion to MN.IT Services

Fiscal Impact ($000s) | FY 2018 | FY 2019 | FY 2020 | FY 2021
General Fund
Expenditures 0 0 0 0
Revenues 0 0 0 0
Special Revenue Fund
Expenditures 53 53 56 56
Revenues 0 0 0 0
Net Fiscal Impact = 53 53 56 56
(Expenditures — Revenues)
FTEs 0 0 0 0
Recommendation:

The Governor recommends $106,000 from the special revenue fund for the Gambling Control Board (GCB) to pay for the full
range of services that will be provided by MN.IT starting in FY 2018. The cost for initial MN.IT services was $55,000 in FY
2016.

Rationale/Background:
GCB will be transitioning to a full range of MN.IT services in FY 2018.

Proposal:

Currently GCB Licensing staff manages local area network (LAN) services, e-mail, firewall, and server hosting on site. MN.IT
will take over these tasks. MN.IT will be responsible for all system maintenance and security including workstation and mobile
device management currently handled by GCB staff. GCB staff will continue to handle database management.

The current MNLIT plan is to take over all application maintenance and workstation management by FY2018.
This proposal covers both the additional services to be provided by MN.IT and approved rate increases for those services.

IT Related Proposals:
These costs are estimated at $118,000 for the FY 2020-21 biennium.

Results:
This recommendation is not expected have an impact on the quantity or quality of the Gambling Control Board's services, but it
will help ensure a consistent statewide approach to information technology services and maintaining necessary cybersecurity.

Statutory Change(s):
N.A.
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