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VEDNESDAY, JULY 11, 2012, 9:28 A M
- -000- -

MS. STEVENS: Good norning. Be please sure
to help yourself to sone refreshnents back there.
There's coffee and drinks and snacks back there.

W' Il go ahead and get started. | appreciate
everybody waiting. W wanted to wait a little bit
| onger for everybody to have an opportunity to get
here and settle in.

If you all look, and I'Il put it on the
record, | want to thank the tribe Yocha Deha for
hosting us. W don't have anyone here fromthe tribe
today, so we will be bypassing the opening statenents
fromthe tribe, but I do want to say | appreciate the
tribe hosting us. | know they had a nunber of other
t hi ngs goi ng on this week.

Everyone shoul d have received a packet of
information with an agenda and the Power poi nt that
we' || be going over this norning.

To start, I'd like to say welcone to
everybody. Anyone who has been to one of these
consul tations on these particular regs, wel cone back,
and for those who have not, welcone. W'I|l be going
over two proposed rul es today, Part 547, Part 543 on

Cass Il, and what we'll do is w'll start with
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I ntroductions of people who are representing tribes,
so we will start to ny right down here, and then once
we introduce tribal representatives, we'll introduce
the NI GC representatives.

MR WLLIAVS: M nane Mchael WIIians.
I"'mwith the Tule River Tribe Gam ng Comm ssion, the
Tul e River Tribe.

MR. LONG Good norning, everyone. Wendell
Long, nenber of the great Choctaw Nation of Gkl ahona.
I"'mthe CEO representing Casino Del Sol Resort, the
Pascua Yaqui Tribe, in beautiful Tucson, Arizona.

Qui ck plug. W just opened our hotel. Anyone who
wants to cone down in the winter, give ne a call.

MR, MANUELI TO Henry Manuelito with Bi shop
Pai ute Gam ng Comm ssi on.

MR, MAGDALENO  Morning. Ed Magdal eno,
Sycuan Gam ng Comm ssi on.

MR, ADAMS: Tim Adans with Shingle Springs
Tribal Gam ng Comm ssi on.

MS. SUILLIVAN. Tamara Sullivan, Lytton
Tribal Gam ng Commission. |'m/lead executive
di rector.

MR, OGAS: Kathryn Ogas, attorney for Lytton
Rancheri a.

MR AITA: And Joe Aita, comm ssioner of
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Lytton Tri be.

M5. STEVENS: COkay. And we'll go ahead and
nove on to our staff. I'mgoing to start -- well,
wai t .

Nancy? That only happens when you sit in
t he back of the room

M5. GREEN: All by nyself, right? Nancy
Green, G een Law Firm Chickasaw Nation, Gkl ahona.

M5. STEVENS: Thank you.

And we'll go ahead and start with our staff.
I f you want to introduce yourself, we'll cover those
outside, and then we'll nove in.

MR, WEST: Good norning, everyone. M nane
Is Rest West. |'ma senior auditor with the audit
staff.

MR. SCHALANSKY: Good norning. Eric
Schal ansky. 1'mthe region director for the
California, Sacranmento region.

M5. MURRAY: Mdirning. M nane is Sarah
Murray. |'mcounsel to the chairwoman. |'m a nmenber
of the Cheyenne River Sioux Tribe in South Dakot a.

MR, PURCHIT: Mrning. |'m N msh Purohit.
I"mthe acting director of training and technica
assi stance as well as the gam ng technol ogy I|i aison

for the conm ssion.
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MR HOENIG Good norning. M nane is
M chael Hoenig. |I'man attorney with the Ofice of
General Counsel .

M5. WARD: Good norning. |'mJennifer Ward.
I"'malso an attorney with the Ofice of Genera
Counsel .

MR, ROBERTS: Mborning, everyone. M nane
says Larry Roberts. |'ma nenber of the Oneida
Nation of Wsconsin and the general counsel for N GC

MR LITTLE: Good norning, everyone. M

nanme is Dan Little. |[|'mthe associ ate conm ssioner
of NNGC. | want to wel cone everybody who are
attending today. |It's been a |long process, and it's

very inportant to the comm ssion that we reach out to
tribes and cone to the regions where you all are to
ensure that your voice is heard while we review and
make changes to the part regulations, so | want to
thank you all for comng out this norning, and |
really |l ook forward to hearing all your comrents

t oday.

M5. STEVENS: Okay. Before | introduce
nyself, | want to acknow edge the two adm nistrative
assistants that are sitting outside that you all
probably had the opportunity to neet. That's Angel a

Eut sl er and Kim Khuu. They work for the regions out
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here in the -- Sacramento and Tenecul a offices?

MR SCHALANSKY: Just Sacranento.

M5. STEVENS: Just Sacranento. So | do want
to give thema hands-up for our staff out in the
regi on here without which we could not get this
organi zed, so thanks to the region and to the staff
out here.

My nane is Tracie Stevens, |'m a nenber of
the Tu Lado Tribes out of WAshington State, and | am
t he chai rwoman of the NI GC, and echoi ng what
Associ ate Comm ssioner Little said, we're glad that
you all could make it today.

Hearing tribal input for these regul ations
that we've been tal king about for al nost two years
now, it's really inportant, and as we go along in the
presentation, we'll talk nore about how we've gotten
to where we are now with these proposed rul es that
are in the federal register.

If you | ook at your agenda, we've tried to
lay it out so there is sone anticipation of what we
wi || speak about at what particular tine, so today we
will be starting with Part 547, the techni cal
standards, and following that, we'll talk about
Part 543 which is mininmuminternal control standards

for Cass I1I.
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Now we nmay take these out of order, we may
nove al ong faster or slower depending on how the

group and the interaction goes here today.

W also -- if you see at the bottom of the
first section, "Tribal Opening Statenents,"” one thing
we try to do in trying to -- in addition to having

some structure to our agenda, offer opportunities for
tribal representatives to make statenents to any part
of today's agenda. W understand that your schedul es
are very busy, and there are a nunber of other

I ssues, if you're a tribal |eader, that you have to
deal with besides gamng, but if you are part of your
gam ng conm ssion, that you actually have other work
that you need to do.

So we'd |i ke to open the floor for opening
statenents. |f anyone needs to, you know, read
sonething into the record or has a statenent in
advance because of your schedule, you may need to
| eave, we do offer that tinme now to nake any opening
statenents. Okay. |If not, then we'll go ahead and
get started on the Powerpoint. Follow along on your
sheet .

Consul tation. Tribal consultations are
between tribal governnents and the federal governnent

only. Tribes and their designees can attend only and
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participate in these. These are not public neetings,
and they're not open to the public nor are they open
to the press.

More on consultation. |In keeping with the
spirit of Executive Order 13175, consultation,
coordination with Indian Tribal Governnent,

Section 3, the policynaking criteria covers how we go
about -- how we're directed to go about consultation
with tribes, and under 3(c)(3), in determning

whet her to establish federal standards, basically
what we're doing as an agency now i s speaking with
tri bes before we nake the decision to inplenent a
change. W tal k about the necessity of a change with
the tribes first. That's been the process that's
been going on since we did our first Notice of
Inquiry in Novenber of 2010, asking tribes which
regul ati ons need to be addressed in what order, and
fromthat came our Notice of Regulatory Review, which
Is the process that we're in now, and in that

process, we've discussed with tribes which
regul ati ons we shoul d address, cane up with an agenda
in the schedule, and in this process, we've covered a
dozen -- or at |east about 20 regqul ati ons and have,
in the process, circulated drafts based on the

comrents we received fromtribes. So the drafts --
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the discussion drafts that cane before the proposed
rule that you' re | ooking at today had tri bal
contribution. So in keeping with the spirit of the
section, we tal k about these things before we go to
the official rulenmaking process. W're in that
process now, and, you know, consultations with tribes
and their input with discussion drafts preceded
today's neeting.

W're commtted to a clear and transparent
process. All consultations are transcribed. Qur
transcriptionist is over there, and all witten
comments and transcripts will be posted on the NI GC
website. Every comrent that we receive will be
revi ewed and consi dered. Any proposed or final rule
wll include a sunmary of the comments as you nay see
in the federal register for these two rules.

So with that, I'll turn it over to Dan, and
we'll nove on to the substantive part of today's
di scussi on.

MR, LITTLE: Ckay. Good norning again. So
we're going to tal k about group three of the Notice
of Regul atory Review, and those include Part 547, the
m ni mrum t echni cal standards for equi pnment used in
Class Il gamng, and then Part 543. Those are the

mx for Class Il gamng. Before we even really get
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started, | want to talk about -- add a little on to
what the chai rwoman had sai d about the process of how
we got toit, and | do want to kind of nention that
the comm ssion did establish a tribal advisory
comrmittee, and there was sone participants fromthis
region that sat on the advisory conmttee, and | want
to kind of point themout, especially since there was
sone tribes represented. Kathy Ham |ton Linton,

great participant, we really appreciate all her hard
wor k, so pl ease pass along our hello fromthe
conmm ssi on.

John McGee from Pertama, he was actual ly at
the Arizona consultation recently, he did a great
job, and then Jason Bl ue Lake, so very good input and
was very hel pful for the comm ssion and in hel ping us
devel op, you know, sone ideas and sone thoughts and
hel p us explain on the ground what a |ot of the
tribes are facing when trying to inplenent
regul ations at this conmssion wwth the forum so
very thankful. It was a contentious process at
times, but, you know, I think, like the chairwonman
had said recently, | don't know if she renenbers
saying it, but, you know, we want a good regul ation.
How we get there, that's another story. It may not

be a quick process, but as long as we get a good
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regul ation, that's the goal, and | think when you've
got, you know, sone very forthcom ng conversation and
di scussions, it's not always going to be confortable,
but at the end of the day, | think tribes did a good
job of getting their concerns raised, and the

conm ssion heard it, and the staff heard it, too,
because we were relying on themto help us, you know,
make sone good regulations. So it was a good
process, and |I'mvery thankful for being able to
participate in that on behalf of the comm ssion.

So proposed rul e overview, next slide. |
said we're going to talk about Parts 543 and 547. W
had originally published or put on our website
di scussion draft on March 16th wth the conmment
period that ended May 27t h.

As we go through the Powerpoints here, the
attorneys at the -- you know, Mke and Jeff -- I'm
sorry -- they will go through basically conments that
we' ve heard on the discussion drafts and then any
changes that we've nade. W received over a hundred
comrents on discussion draft, which, you know, this
conm ssion, we all came froma tribe, we all worked
in tribal organizations, and | actually worked in
D.C. for atribe, and a lot of tines, you know, being

on the other side, | knew that whenever a nmjor
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regul ati on cane up for review, that NAGA and sone of
t he other organi zations would send out letters and
the tribes would -- you know, basically a form
letter, send it in and we'd sign our nane to it and
that was the process.

We received over a hundred conments on the
di scussion draft, and the comm ssion revi ewed every
singl e one of those, and what | was amazed and |'m
very grateful for is that these were really good
comments. They were not formletters. There was a
| ot of thought, a lot of effort was put into it, and
we are very grateful, and we're very thankful, and we
want to thank all of you for being active
participants in this process, and that, at the end of
the day, is going to be hel pful in making sure that
we put forth a good regulation, so | want to thank
all the tribes for actually, you know, being very
I nvolved in that process. So once we -- conment
period ended for the discussion draft on the 27th of
May, we noved forward, and then we published notice
of rules for Part 543 and 547, and that's where we
are today.

Shortly, I"mgoing to turn it over to M ke
Hoeni g to di scuss the 547 Powerpoi nt presentation,

but just a couple nore things. As the chairwonman
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said, if there's any tribes that have sone prepared
statenents they want to make, if it's not -- because
we're going to nove to 547 first. If you want to
tal k about 543 because you need to | eave, please
interrupt us at any tinme. As we go through the
Power point, if you have a particul ar question, you
can raise it any tine. You don't have to wait until
a break. Just grab a mc and say hello, and M ke or
Jen will break to let you make your coment. So with
that, I'mgoing to turn it over to Mchael to
continue with Part 547.

MR. HCENIG  Thank you. So, yeah, |'m going
to tal k about 547, and the Powerpoint here is a very
general overview, kind of hitting the high points of
what the changes are fromthe current regul ati on and
even the discussion draft, so | guess the first thing
| want to say is that | encourage everybody to | ook
at the preanble that was published, Notice of
Proposed Rule. There's a lot of information in there
about why the conm ssion is opposed to certain
things. There's also request for nore information

that the commi ssion is looking to receive from

everybody, so you can find that on our website. |If
you haven't taken a look at it yet, | recommend you
do so.
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So junping into the rule, the proposed rule,
generally the first thing to nention is that fromthe
current regulation, the first five sections have been
reorgani zed, and that's just to put themin a bit
nore of a logical flow, so 547.1, it stays the sane.
It's just kind of a general purpose statenent, the
techni cal standards. W took the definitions section
and noved it up to 547.2 since that binds everything
that's going to cone after. 547.3 is the
I npl ementation section. Point four is the rules of
general application, the rules that apply to the
entire regulation, and point five is the general
conpl i ance section, and that's where you start to get
into the neat of the regulation. And then within
different sections, we reorganize sone of the
information to put it where we thought it best
bel onged.

So as we go through this, too, there's going
to be a couple places where |'mgoing to turn things
over to Nimsh, who is our technical expert, so he
can better explain sone of these things.

| guess the very first one is where ||
start doing that, and it's in 547.2 which is the
definitions. One of the definitions we added was for

EPROM which I'lI1 let N msh explain.
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MR PURCHI T: Thanks, M ke.

The EPROM i s, everyone's famliar, the
conpacted slider Class IIl Wrld. That's a piece of
medi a that actually allows you to not only install
all the different types of software in the actual
gam ng machi ne, gam ng equi pnent, but also that's a
controll ed software where everything goes in, and in

order to have a kind of a generic |anguage for nedia

on Cass Il player interfaces, this term nol ogy was
I ntroduced in here as well, so that's the reasoning
behi nd t hat.

MR. HCENIG  Thank you, Ni m sh

One of the changes that we carried over from
t he discussion draft was to add a definition for
"patron." It's used a lot in the regulations, so it
made sense to define it. W added definitions for
"advertised top prize" and audit node and the terns
"enrol|l" and "unenroll." There was a definition for

"electrostatic discharge,” which was sonehow dr opped
fromthe discussion draft, which is reinserted here.
Al so, the proposed rule anends the definition of
"el ectromagnetic interference." That was anmended
based on public comments that were received.

The definition for "proprietary Cass ||

system conponent” was al so renoved. That was

Veritext/NJ Reporting Company
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Inserted in the discussion draft in an attenpt to
clarify a certain point which I"mgoing to let N msh
tal k about in just a second. Based on the comments
we got, though, it seened it was adding nore
confusion than it was alleviating, so it's been
renmoved, and I'mgoing to let Nmsh talk just a
little bit about what the original intent was and why
It was eventually renoved.

MR, PURCHI T: N m sh Purohit, N GC

The reason for inserting the term nol ogy
"proprietary Cass Il systenf and "proprietary
Class Il system conponent,” the main purpose of that,
going back a little bit, was when | first joined the
comr ssion in 2008, the previous conm ssion had just
adopted the technical standards that are in pl ace
right now, which is Part 547, and when that was put
in and up until when we cane onboard, we used to get
several questions fromindependent test |abs, from
tribal gamng regulatory authorities and from
manuf acturers that do these technical standards al so
extend to the back-of-the-house systens of all these
different dass Il systens conmuni cated, and the
answer today is the sane that it was back then, is
that they don't. They only are required to be tested
to whatever the TGRA or the Tribal Union Regul atory
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Authority requires, so because of that, there was an
attenpt to kind of put the word "proprietary” in
there to say if a Cass Il systemhas its own
ticketing systemand its own accounting system and

cl ear tracking system which doesn't comunicate with
any of the other class of systens you have, then that
has to be tested. However, if a Cass Il systemis
communi cating with a common back- of -t he- house system
then that common back- of -t he- house systemis not
subject to the requirenents of 547, so that was kind
of the reasoning behind that, but since we got a | ot
of comments, public coments that kind of said that,
"Hey, what you put in here is very anbiguous, and it
m ght have sone other |egal term nol ogi es associ ated

wth the word 'proprietary,'" the conm ssion
consi dered dropping the actual term nology fromthe
di scussion draft in the proposed revisions.

MR. HCENIG  Thank you, Nim sh

So to go with that, then, we had al so put
the term"proprietary” in a few other places, which
was the definition of "cashless systent and the
definition of "voucher system" so it's been renoved
fromthere as well.

The other definition that was changed in the

di scussion draft -- or | don't think it was changed.
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| think at one point there had been a recommendati on
to include the conputer systemas an agent, and it
does not. That was not made in the discussion draft
nor is it here, so "agent" does not include conputer
syst ens.

So 547.3 is "Wio is responsible for
i npl enenting these standards?" This was noved from
where it is in the current regulation, 547.5. This
sets out that these are m ni num standards and that
TGRA may i nplenent stricter standards if it w shes.
There is no limtation -- this is not intended to be
alimtation on technology. It's not a limtation on
technology. That's carried over fromthe current
regul ation as well. Only applicable standards apply,
so if the machi ne does not have a particul ar
function, then you don't have to worry about trying
to inplenment the standard that applies to that
function. It's only the applicabl e standards.

And finally, this continues the current
regul ati ons | anguage that this has no effect on state
jurisdiction over Class Il gam ng or the operation.

547.4 is "What are the rules of genera
application for this part?" This was noved from
547.5. The biggest change that you'll find here is

In the fairness standards. The current regul ation
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has a m ni rum odds requirenent of 100 mllion to one
for top prizes. That has been renoved, and as you'l
see as we get a little further into this Powerpoint,
a provision was added in the notification section --
we'll talk about that in just alittle bit -- to
require notification of odds. There's no

requi renment, there's no m ni nrum odds requirenent any
| onger, there's just a requirenent that patrons be
notified, and we'll get to that soon.

The test |ab nust cal cul ate and/or verify
t he mat hemati cal expectations and report to the
Tribal Gam ng Regul atory Authority. So under this
requi rement, the test lab has to verify the report
results.

The regul ation also states that at the
request the TGRA, the manufacturers nust submt the
mat hemat i cal expectations to the TGRA, so if the TGRA
gets a test lab report, wants to verify it itself, it
can go straight to the manufacturer and request the
mat hemati cal expectati ons.

Al the gam ng equi pnent and software has to
be approved by the TGRA before it can be put on the
gam ng floor. That's in the current regulation. It
was in the discussion draft, and it's carried over to

her e.
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And the equi pnment nust perform according to
t he design and operating specifications just to make
sure that the equipnent is performng the way it's
supposed to.

W go to 547.5. "How does a triba
governnent or TGRA conply with this part?" This
section probably got the nost comments, | think,
particularly the grandfathering provision, so if a
machine -- at the time that the current regul ation
was put into place, a tribe could submt their
Class Il gam ng system for grandfathering, be
certified, it could be left on the floor w thout
having to neet the stricter technical standards in
the rest of the section. There's a period on that of
five years, which will be com ng up next year, so we
requested -- the conm ssion requested comments on the
gr andf at heri ng provision, and based on those
comments, fromthe discussion draft, we took out
anything on grandfathering the changes that have been
made to the discussion draft, and this proposed rule
takes it back to where it currently is so that the
comri ssion can reconsi der everything, take a | ook at
t he grandfat hering provision based on the coments
and start fresh, and as part of that, they're

requesting a little nore information fromtribes --
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fromcomenters in general, and one of those is how
many Class Il gam ng systens wll be affected if the
current date of Novenmber 10th, 2013 is extended or
elimnated, so just to get an idea of how many

Class Il gam ng grandfathered systens are out there
and what would be the regulatory and other inpacts of
extending the period by three to five years past
Novenber 10th, 2013 or renoving the tinme period, so
this would extend the anount of tinme that a
grandf at hered system could stay on the floor. That
coul d be extended by a nunber of years, or it could
just be elimnated entirely, and the conm ssion is
asking for what the inpact of doing that would be.

Simlarly, there was a subni ssion period for
a grandfathered gam ng systens. |If a tribe wanted
their systens to be allowed to be continued, they
were required to be submtted within 120 days of the
past regulation. That 120 days obviously is past
now, so there's no way for machines to be resubmtted
now.

So anot her piece of information the
comrission is looking for is how many Class Il gam ng
systens could be potentially submitted to |abs if the
120-day period is nodified, so if there is a new

period or if the subm ssion period is done away w th,
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what would the effect be. Wat would be the
regul atory and other inpacts of allowwng a limted
subm ssion period for those systens that did not neet
the original deadline? So along the sane |lines,
what's the inpact of setting up a new subm ssion
period for the grandfathered systens?

And finally, another option that the
comm ssion is considering for the grandfathered
provisions is to do away with the tine period that
t he grandfathered systens may stay on the floor but
inserting requirenment that would require al
nodi fi cations nmade to a machine to be brought into
conpl i ance, so nodifications would have to be made
towards conpliance, couldn't keep it at an even |evel
and certainly couldn't go backwards towards | ess
conpl i ance.

So if 547 were anmended in this fashion to
apply only to all nodifications, what specific
I npacts woul d the anmendnent have on tribal gam ng
operations? And simlarly but differently, if 547
were anmended in this fashion to apply to all repairs
as well as nodifications, so if sonething breaks and
needs to be replaced, that repair also has to be
brought into conpliance with the technical standards.

What effect would that have? Wuld what be the
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| npact on tribal gam ng operations?

547.5 al so anends -- I'msorry? Ch, okay.

547 al so anmends the test lab certification
requi rements fromthe discussion draft based on
public comments. Test |abs nust note conpliance with
standards set forth by the TGRA, not any applicable
federal laws and regulations. So there was a
requi renent to the discussion draft that the test |ab
had to check for basically any federal |aw that may
apply. Coments suggested this was too stringent.
Commi ssi on nmade the change to |l et the TGRA deci de
what the lab has to test to beyond the technical
standards, so that's -- oh.

MR, VEST: W have a conment from Nancy
G een.

M5. GREEN:  You know, | don't knowif this
was the appropriate tine to junp in or not. You
know, | know that these questions have been put out
there regarding this grandfathering provision. |'m
al so aware that this is probably the nbst conmon bond
provi sion and probably the provision that would have
t he nost inpact on Indian Country, which | believe
those tribes to have Cass Il gam ng, so, you know,

I n thinking about your questions, it appears to ne

that if -- let's say that -- you know, if a gane
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needed to be nodified, but at that tinme when that
nodi ficati on needed to be nmade, it had to be brought
up to standard. You know, first the question woul d
be, you know, what -- define "nodify." What
specifically type of nodification would require them
bri ngi ng the whol e gane up to standard? You know,
second, though, | think that ultimtely, even though
It delays the inpact on Class Il gamng, particularly
those tribes that have as nuch as 30, 40 percent of
their floor space taken up with these type of ganes,
| think there would still be the sanme inpact. It

m ght be staggered a bit, it may be delayed a bit by
virtue of the fact that, you know, these nmachi nes
aren't goi ng down every day and thus woul dn't every
day or all on one day require, you know, the
significant nodification, but we are still talking
about a significant inpact. It's just not all in one
fell swoop, so to speak, you know. And the sane
guestions would apply to the thought, "Well, what if
as the gane needed to be repaired?" You know, again,
define what sort of repair are we tal king about? |
nmean these ganes are a little bit, fromny
experience, and | think others would probably

agree -- are pretty nmuch, you know, work-intensive,

if you wll, in the sense that, you know, we have
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sl ot techs and people out on the floor on a daily
basi s working on these machi nes, you know. They are
maki ng sone sort of repair to those nmachi nes al nost
daily, you know. W have bill accepter issues, mnor
things like lights, you know. There's all sorts of
nodi fi cati ons, mnor, that may be made, not
necessarily on the scale that | think nmaybe you're
contenplating, but still, there's always repairs
bei ng made. They have to to keep these machi nes
runni ng.

And so, you know, | think there's the nunber
one problemw th contenplating, well, you know, maybe
we just do this as it requires to be nodified, or we
do this when, you know, we either upgrade it or
renove it when it has to be repaired, you know, you
know, define "nodification," define "repair," and at
the end of the day, we still have a very significant
I mpact to Indian Country, and | think in the
chai rwoman' s openi ng statenent, she tal ked about, you
know, the necessity for a rule, and I know we've had
this discussion, not in this |ocation, but on the
same topic, so | don't want to just, you know, beat a
dead horse here, but there has been no proven
necessity for this grandfathering provision, and |

t hi nk, you know, really what's happened is that --
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and | realize that this conm ssion's not responsible
for inplenmenting the rule, but it's there, and |
think that perhaps the response from I ndian Country
has not been, you know, so great as of yet because
the inpact hasn't been felt yet, but as of the
deadline in 2013, | think there will be a significant
response, there will be a significant inpact, and
because, you know, 30 percent of a tribal gam ng
| ocation placenent is pretty significant, so | think
there's going to be a significant response. It seens
to ne to be, right now, a little problematic with
just trying to -- and we appreci ate your thought and
consideration of this in your questions because, you
know, it indicates to all of us that you are, you
know, considering, you know, what the best possible
change woul d be, so we all appreciate that, but, you
know, it is going to be very problematic for the
tribes to, in a cohesive unit, submt to the NIGC
i nformation that woul d answer your questions
regardi ng econom c inpact. You know, that's not
sonet hing that everybody has put together as a whole.
| am aware that there are certain groups at
| east that are working to gather this information,
and | think some of it will be submtted to you, but

| don't know that that's going to be a conplete,
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clear picture of the econom c inpact across |ndian
Country, so -- and | know everybody's trying to be
responsi ve, and we appreci ate your consideration of
t hose i ssues because they're very real and
significant issues.

MR. ROBERTS: | know Comm ssioner Little
wants to speak to this, but Nancy's conments
underscore the inportance of the public coment here
we have because as she recogni zes, we have an
existing regulation, so purely as a legal nmatter, we
need information for the record so that whatever
deci sion the conmm ssion nakes is not deened arbitrary
down the road, and so without information from
tribes, you know, the comm ssion has an existing rule
that they need informati on and public coment on
before they can make a change.

MR, LITTLE: Thank you, Larry and Nancy.
Thanks for your coments. They're always, you know,
very well thought out, and we do appreciate it.

On the issue of nodifications, this is
exactly what we really need to know, and the idea and
the thought is -- and, you know, we haven't made any
deci sions yet, so we're thinking about on a
nodi fication, say, for instance, a storage device

W thin a system went back, we needed to replace it.
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Just that particular conponent would need to be fully
conpliant, not the entire device, but just that one
conponent of the system would need to be conpliant.
That's one of these thoughts and ideas. |If there's a
particul ar reason why you don't think that nmay work,
pl ease | et us know, and at the end of today, |et us
know during the commrent peri od.

The other idea is the reason for the -- you
know, for our desire to be fully conpliant is that,
you know, the whole purpose of MCS and technica
standards is to mtigate risk, and there are areas
where these Class ||l ganes are not as robust. Now
there are not huge areas where they're having
probl ems, but there are areas where they're not as
r obust because of new technol ogy and things change,

and add a newer machine, so what we're just trying to

do is we're just trying to -- you know, just mtigate
the risk and that if these ganes are still functiona
and are still working, the idea behind nmaking, you
know, future nodifications fully conpliant is that

it's just one step further to becomng fully

conpl i ant .
M5. GREEN: And | understand that. | nean
obvi ously, you know, all of the gamng -- Indian

gam ng has an interest in mtigating risk wherever we
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can, so we appreciate that, and | hope you didn't
m stake ny comment. |'msinply pointing out that
while we all want to mtigate risk, there just hasn't
been a significant anount of risk or harm
denmonstrated. There's none in the historica
evidence that I'maware of, and so that's sinply ny
poi nt, and given that fact, it nmakes it very
difficult for tribal gamng to accept the idea that
we have essentially this rule where we have a -- at
| east right now, a wholesale recall of a very
| ucrative category of ganes, so | don't nean to be
throwing rocks in any way. That's sinply a fact.
And | know that this is something that all of Indian
Country is struggling wth.

But in response to your conmment about --
let's say, you know, there's sone little, snal
aspect that has to be repaired, but it has to be
brought up to the standards at that point and how to
address just individual conmponents of the nachine.
"' mnot a technical person, certainly, you know,
that's beyond ny area of expertise, but |I would think
generally that that mght be difficult, to integrate
t hese upgraded sorts of conponents into sonething
that's not technically there and ready to accept and

communi cate with that conponent, if that nmakes any
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sense at all

MR LITTLE: Yeah, we definitely understand
that. W tried to add caller ID to the antiquated
phone systemat the NIGC, and we shut down the office
for about a week. W definitely understand that, and
that's the purpose for these specific questions, and
| really appreciate you, you know, raising that, and,
you know, if there's others, hopefully we'll get sone
comrents on that, whether it could work or whether it
may not work, so it's very appreciated. Thank you.

Was there any other coments right now that
anyone wants to nake?

Yes, sir.

MR WLLIAMS: Mke WIllians, Tule River
Tri be.

Only, | guess, the question | have is when
the comm ssion took into consideration wth adopting
the -- it's the testing lab certification, did they
take into consideration the seriousness of the chips?
Because they have -- | know NIGC -- or excuse ne --
G.l, they have recomendations as to the severity of
the chip, making a nmain chip, an operating system
chi p, because they give a 90-day replacenent, a
60- day repl acenent based on the seriousness of the

chip. Do they take into consideration the --
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MR PURCHI T: You're tal king about the
revocations, correct?

MR. WLLIAVS: Yeah, the revocations of the
status of the chips.

MR, PURCHI T: Yeah, right. There's nothing
in here about the revocations. Wat this sectionis
referring to is the actual -- the product itself
bei ng deened that because it was manufactured before
a certain date. That's the reason why it has to
actually be taken off the floor. But the revocations
that you're referring to, there's nothing in here
about that. That's left up to the Tribal Regulatory
Aut hority.

MR, WLLIAVS: ay. Thank you. | just
wanted to get clarification on that.

MR, PURCHI T: Right.

MR. LONG Yeah. Wendell Long, Pascua Yaqui
Tri be.

Just the conmment on Ms. Green's thing. You
know, we have these tribal regul atory agencies that
now have decades, literally decades in regul ating,
you know. My personal feeling in and our tribe's
feeling is that, you know, we should enpower the
tribes' reqgulatory agencies on nake these decisions

on whet her sonething is capabl e of being
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gr andf at hered, especially since each of the tribes'
systens are just so unique in this.

MR LITTLE: Thank you. And, you know, |
think we probably agree with you that, you know,
Tribal Gam ng Regulatory Authorities in this industry
have just, you know, devel oped into sone, you know,
extrenmely robust, you know, great regulatory systens,
and, you know, the regulation doesn't preclude TGRA' s
from addi ng additional requirenments or needs as they
see fit for, you know, their regulations, so |
appreci ate your comment.

MR LONG M comment was, too, that, you
know, one size doesn't necessarily fit everyone, and
that's the problemw th anything with MTC, you have
to have everything whereas if you give authority to
the Tribal Gam ng Regul atory Authorities, or whatever
you call them then -- you know, then they can make
t hat deci sion.

MR. LITTLE: R ght. And as we go into 543,
we tried to identify areas where we think -- you
know, where we can actually nove the function while
keeping a standard to either the TGRA's or the
oper ati ons.

| forgot to actually nention, and | want to

thank -- Tom A son was anot her nenber from your tribe
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who served on the tribal advisory neeting. He was
very hel pful.

MR. LONG Very good man.

MR, LITTLE: And he is an excell ent
regul ator, so thank you.

MR LONG He hasn't pulled ny license, so
' m happy.

MR LITTLE: Are there anynore questions?

MR, WEST: | want to get this gentlenen.

MR BERGAN Sir, I'mPatrick Bergin, |I'm
with the law firm of Fredericks Peebles & Mrgan.
| m here on behal f of the Flandreau Santee Si oux
Tri be and about ten other clients. Thank you.

MR LITTLE: Al right. 1'Il turn it back
over to Mke to continue.

MR, HOENIG Ckay. Thank you. So | think
we |eft off at the test |ab nust note conpliance with
standards set forth by the TGRA, so as | was sayi ng,
there's no requirenent that the test |abs do every
federal regulation or |aw that may be out there. The
TGRA will identify, above and beyond what the
technical standards require, that the TGRA -- |I'm
sorry -- that the test lab has to attest to.

And there's no changes to 547.6, so we'll go
on to 547.7 which is "Wat are the m ni nrum techni cal
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har dwar e standards applicable to Class Il gam ng
systens?" The player interface nust be | abeled with
t he serial nunber and date of manufacture based on
public comments. W changed this based on public
coments, that -- the way it was originally phrased,
whi ch was "The player interface nust display the
serial nunber"” was a bit confusing because that's
what you call the T.V. screen, or the screen on the
box is the display, so we changed that to just be

| abel ed so that the player interface, the serial
nunber has to be on there sonewhere.

Al so renove the reference to Underwiters
Laboratory. That was done in the discussion draft.
It's carried over to here. One of the other changes
that was nade, | believe it's here, is that the test
| ab now just has to confirmthat a Cass Il gam ng
system has been certified against things like spills
and el ectric shock, electrostatic discharge, things
like that. W realize that there are only a few test
| abs that actually do that, so requiring the test |ab
to certify it itself is not part of this anynore.
They just have to confirmthat it has been certified
sonepl ace.

547.8, "What are the m ni mumtechni cal

software standards applicable to Class Il gam ng
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systens?" So here, the discussion draft and this
proposed rul e have renoved any references to
entertaining displays, so there's no | ast gane recal
requi rement, there's no requirenent that entertaining
di spl ays be included in the |last gane recall, and
that's because the Bingo gane is on the card of the
entertaining display, the reels, whatever it may be.
It also provides for changes in the rules and still
allows for there to be changes in the rules of the
gane, but those changes can't be automatic. No
automati c or undiscl osed changes of the rules, so the
patron has to be notified of any changes.

And there's no substantive changes to 547.9,
10 or 11, so we'll nove on to 547.12 which are the
standards for downl oading on a Class Il gam ng
system The proposed order has the requirenent TGRA
aut hori ze downl oads, and it's not been renoved in the
sense that it is no longer required. |It's just that
that was viewed as a control standard, so it's been
noved to Part 543, the mninmum control standards.

547 requires that the Cass Il gam ng system
be capabl e of providing downl oad i nformati on and t hat
downl oaded software nust be capable of being verified
by the Cass Il gam ng system

And there's no changes to 547.13, so 547.14.
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This is the standards for the random nunber

generator. This section requires the use of an

unbi ased algorithmw th any bias reported to the
TGRA, and I"'mgoing to get NNm sh talk about this one
as wel | .

MR PURCHI T: N mish Purohit, NG C,

"Il try to go slowly on this one for the
benefit of the transcriptionist. Very technical
section al so.

But during the tribal advisory conmttee's
di scussi ons, one of the things that the TAC
recommended and they tal ked about was the bias of a
random nunber generator. Now this is not the bias
that you m ght think about that, you know, there's a
particul ar pattern that cones up nore often. This,

If you take a look in the context of the bias
section, is for a scaling algorithm and one of the
coments that we got on this, and that were echoed in
simlar comments during the proposed rule that we
received, is that having no specific bias is a
standard very hard to test to, very difficult to test
to, so one of the things is |like when you | ook at the
particulars that it's in and the | anguage that the
tribal advisory commttee adopted is that it's not

saying the section is no |longer saying that there's
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no bi ases that are supposed to be tested to. It's
just nerely stating that if there is a bias that's
bound in the scaling algorithmfor the random nunber
generator, that bias has to be reported to the Tri bal
Gam ng Regul atory Authority by the independent test

| ab, and then the Tribal Gam ng Regulatory Authority
is going to make the decision whether or not this
bias is significant or it's not significant, so it's
kind of |ike that | anguage has been put in there to
make sure what the TGRA is.

Previously, and if you | ook at the conpany
bulletin that goes with this, there was a specific
nmeasure of bias for the scale algorithmof one or a
hundred m | lion, which was since rescinded because it
was too specific and wasn't applicable to ball drop
random nunber generators and the biases that you have
in there. And in that bulletin, too, there was
anot her one that was specifically introduced, so in
the interest of not having any future bulletins and
not having any specificity there, that |anguage was
proposed, and it was adopted by the tribal advisory
comm ttee.

Qur only request is that for those coments
that said that this is not a specific standard,

please tell us in any future coments on how we can
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make this nore specific so that the standard is nore
robust in the future.

MR, HOENI G Thank you, N m sh

One of the other changes is based on a
recomendati on that the conm ssioner received from
the tribal advisory commttee, which was to nmake sone
of the tests of the random nunber generator
mandatory, and that's the chi square test, the runs
test, serial correlation test. There are other naned
tests, but they're at the discretion of the Tri bal
Gam ng Regul atory Authority.

So there's no changes to point 15, so we'll
go on to point 16, "What are the mninuminterna
standards for gane artwork glass and rules?" This is
what | discussed earlier was there's the -- the
proposal rule renoves the m ni num odds requirenent.
What it has added is this additional disclainer that
has to be put on the gane which is that the odds of
hitting any advertised top prize exceed 100 mllion
to one. The player interface nust display
notification of such, so you have to informthe
patron that the odds of winning the top prize are
greater than 100 mllion to one.

In the discussion draft, this said "nust

continuously display this disclainer.” That's been
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renoved. The disclainer can be put on the rules
screen or wherever the TGRA thinks it should be put.
It just needs to be there to notify the patron.

And finally, 547.17. This is "How does a
TGRA apply to inplenent an alternate standard to
those required by this part?" This was called the
variance section, and it's been changed fromthe
vari ance section based on 543 as Jennifer wll talk
about. 543 uses the term-- used the term "vari ance"
to nmean different things for different parts, and
it's alittle confusing, so the comm ssion decided to
make "variance" in this nmeaning an alternate standard
which is basically what this is, so the TGRA can
submt or nmust submt an alternate standard within 30
days of its approval. The chair then has 60 days to
approve or object, and based on sone di scussion with
the field staff, NNGC field staff, sonetines 60 days
I's nore than enough tine to review and make a
recomendati on on an alternate standard. Sonetines
it's not. If it's very conplex and it requires nore
time, the chair can extend the review period by
anot her 60 days. No alternate standard may be
| npl enment ed unl ess approved by the TGRA or the NI GC
chair, and the appeal of chair objections has been

noved out of this section and into the NIGC s genera
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appeal regs, which are going to be or are subpart H
of the regulations, which basically is all of the
appeal s or anything in the regs have been
consolidated into this one section. That includes
the variances. So that is all for 547.

MR LITTLE: Ckay. |1'Il open the floor up
to any questions or statenents right now. [|'ll just
rem nd everybody that if you do have a statenent,
pl ease state your nanme and organi zation for the
record.

Kat hy?

M5. OGAS: Kathryn Ogas on behalf of Lytton
Rancheria. Better?

MR. LITTLE: Better. Mich better.

M5. OGAS: kay. Thanks.

| just had a question. | know sonebody at
the last consultation in Arizona had asked about
possi bly extending the deadline for comments on the
tech standards given all your questions. Have you
guys given any consideration to that?

MR, LITTLE: | know we've gotten a couple
witten coments subnitted, and we are revi ew ng
t hat .

M5. OGAS: Ckay. Thanks. Just checking

before | started witing.
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MR LITTLE: Okay. Thank you.

M5. STEVENS: As Dan said, we are
considering that, and if we do, we're going to try to
gi ve as much advance notice as we can.

M5. OGAS: Ckay. Thanks.

MR. LITTLE: If there's no other coments,
we're kind of coming up on a break here. Before we
start 543, how about we take the break early, cone
back a little bit early. Let's say we cone back at
20 mnutes -- 20 of, and then we'll start with
Part 543.

(Recess)

MR LITTLE: Ckay. W're going to cone back
to order here, and before we start, |1'll open the
fl oor back up to any comments, any statenments. |If
anybody had thought about anythi ng about 547 during
the break, if you want to nention those now, you're
nore than wel cone to get themon the record. Ckay.
Then I will turn the mc over to Jen, and she's going
to wal k through the Powerpoint presentation on
Part 543. Just as during the 547 discussion, if you
have a question, you don't have to wait until a break
or until the end. You can grab a mc and ask a
question or nmake your conmment. So there's no other

coment s?
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Jen?

M5. WARD: Good norning. |'mJennifer Ward,
an attorney with the O fice of General Counsel, and
we're going to talk about Part 543, the m ni mum
internal control standards for Class Il gam ng, and
this part addresses only Class Il ganes and their
associ ated functions. The proposed rule is based on
t he di scussion draft, and that is a new docunent that
drew i deas and | anguage from several sources, and
t hose included the current MCS, the TAC
recommendation, the tribal gam ng working group
gui dance and the 2010 proposed M CS.

So generally we nade a few changes that
occurred throughout the proposed rule. W reviewed
the use of agent, person and personnel throughout,
and we nmade changes where appropriate so that we nade
sure that each tine we used the word "agent, "

"person” or "personnel," it nmeant exactly what we
intended it to nmean. There were sonme coments t hat
the use of those words were confusing in the

di scussion draft. And we also inserted as needed

| anguage i n each of the supervision provisions, and
t hat pronotes consi stency throughout the proposed
rule. W al so added supervi sion provisions

t hroughout all of the sections so they now are in
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sections such as the patron deposit accounts, |ines
of credit and surveill ance.

In Section 543.2, the definitions section,
we anmended the definition of "drop proceeds"” to
i ncl ude financial instrunments storage conponent
proceeds. Those are essentially the drop boxes for
t he machi nes, and we wanted to nmake sure that we
I ncl uded both drop boxes for the card ganes and the
machi nes, so you'll see that now i ncludes both, and
the drop definition has been del eted as unnecessary.

The process of collecting the boxes of
conmponents is described in the drop and count
section. Also, the definition of "gam ng pronotion”
has been altered to include only those pronotions
that require gane play to participate, and this is
the same as it was in the discussion draft, but |
want to point out that this is a change fromthe
current gam ng pronotions.

W' ve al so anended the definition of
"sufficient clarity” in both the discussion draft and
carried through to the proposed rule here. This
continues for 20 frames per second m ninmum but it
adds the requirenment that you be able to clearly
Identify the activity taking place. And there was a

comrent earlier that 20 franes per second may limt
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t echnol ogy, and the comm ssion invites comment on
whether if we change it to 20 franes per second or
the equivalent and at a resolution sufficient to
clearly identify the activity, if the words or the
equi val ent resolves any limtation that there may be
on technol ogy.

Section 543.3, "How tribes conplied with
this part,"” these are m ninum standards, and a TGRA
may establish additional controls that do not
conflict with this part. The regulations provide a
framework that recognizes the significant role of the
TGRA's. In fact throughout this docunent, the TGRA s
establ i shed thresholds for investigating variances
and to inplenent the procedures for various
st andar ds.

M5. SULLIVAN. | actually have a question on
that. Tamara Sullivan from Lytton.

It's ny understanding that the operation
shoul d establish a threshold, and TGRA shoul d approve
those thresholds. Can you speak to that?

M5. WARD: | don't have the regulation right
in front of ne, but | believe that it's witten --

M ke and Rest, you may know as well.
M5. OGAS: Kathryn Ogas, Lytton.
It is witten that the TGRA establish them
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and so that's pretty nmuch our point. That's not how
It works. It's the operation that establishes, and
the TGRA approves the comment on considering nmaking a
change to the reg to reflect that.

M5. WARD: Ckay. We'll make a note of that.

M5. SULLIVAN:  Thank you.

M5. WARD: | know that this appears
t hroughout in various places, so it's not just that |
can | ook to one place and say --

M5. OGAS: No, you're absolutely right.

M5. WARD: It's throughout the regul ation.

M5. OGAS: Yeah.

M5. Ward: | do want to point out for the
SICS, the systemof internal control standards, each
gam ng operation nust develop and inplenent themto
conply with the tribal internal control standards, so
there is that part, but, again, throughout the
regul ation as it appears, |'ll take a | ook at that.
| thought | renenbered that in many places it wll
say "The gam ng operation will establish and the TGRA
must approve,” but it's noted.

M5. OGAS: Thank you.

M5. WARD: 543.4 tal ks about the small and
charitabl e exceptions. Now historically the

charitabl e exception cane first, and it set a
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t hreshol d of gross gami ng revenue, so if an operation
fell under that threshold and also net certain
criteria, then they didn't have to conply with the
M CS so long as the TGRA approved that. Later, the
comm ssion canme up with the snmall operations
exception where they had the sanme threshold, and they
didn't have those sanme charitable criteria. As we
| ook at it now, we're wondering if the small gam ng
operation exception swallows up the charitable so the
charitabl e is now redundant and not needed because
any charitabl e operations would now fall under the
same gam ng operation exception. So we're interested
i n conments on whether it's still necessary. W have
heard comments thus far that it may not be still
necessary, but if it's not broken, don't fix it, so
I nterested in your coments there.

h. And | did mss a point on this slide.
Oh. Anot her comment ?

M5. OGAS: No. | was just trying to get it
out of ny way, and then | nade noi se.

M5. WARD: | also wanted to point out that
tribes have 12 nonths to conply by establishing and
I npl ementi ng procedures but that any new facilities
that are built nust cone into conpliance i medi ately.

Under 543.5, how tribes apply to use an
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alternate standard, this is just Iike Mke discussed
with the technical standards. W changed the word
from"variance" to "alternate standard" because as
you know, throughout the MCS, when we tal k about
vari ance, what we nean then is when you get a result
that's different fromwhat was expected to be the
result, so maybe you took in |less cash than you
expected there -- took in less win than you expected,
so to alleviate confusion, we changed the termto
"alternate standard,"” and this neans any standard
that is different fromwhat the MCS required but
still at least as stringent. The TGRA nay approve
the alternate m ni num standard, and then it can be

i npl enented, but they still nust obtain the approval
fromthe NIGC chair. The NIGC chair then has 60 days
to reviewit, and, again, just as in the technical
standards, if it's determned that we need nore tine,
the chair wll take another 60 days.

543.8, MCS for Bingo. The Cass Il gam ng
system Bi ngo and the nmanual Bi ngo have been conbi ned
i n one section here based on public comment in the
di scussion draft.

543.7 is now reserved, and this is |less
procedural than the existing MCS. It requires the

TGRA and/or the operation to establish controls that
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neet the detailed criteria. For exanple, check out
543.8(b) (1) that discusses the Bingo card inventory.
The verification of prizes is required for anything
over 1,200 dollars, and in the discussion draft, we
I nadvertently required manual verification of prizes
over 1,200 dollars -- under 1,200 dollars per

machi ne, so any prizes that were awarded had to be
manual Iy verified and validated even if you had a
machi ne. That was an oversight. W fixed it here in
a proposed rule so that the gam ng system can serve
as one verification and validation signature for
prizes over 1,200 dollars and may serve as the sole
val idator and verifier for prizes understand 1,200
dol | ars.

MR, MANUELI TG | have a question. Henry
Manuel it o.

Where it says 60 days, then the chair gets
anot her 60 days, what happens after 120 days and no
decision is made? Does it automatically becone
TGRA' s approval ?

M5. WARD: That was a question that we
received in the last round of consultation as well,
and | think that's sonmething we're going back to | ook
at. At this point, we don't have anything in the

regul ati on that says what happens. [It's not |ike
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gam ng ordi nances where if it goes through for 90
days and there's no action, it's automatically
approved.

MR HCENIG The way it's witten right now
Is once the TGRA approves the alternate standard, it
can go into technical. Then the chai rwoman has 60
days or 120 days to approve or di sapprove, so | think
this is a question we need to clarify in the
regul ati on, what you're tal king about, to be clear
whether if no decision is made, the alternate
standard can go into effect or not, and we have
recei ved that once before, and we are |looking into it
to make it as clear as possible. Thank you.

M5. WARD: 543.9, the MCS for pull tabs,
they require that pull tabs above 600 dollars --
wi nning pull tabs above 600 dollars require prize
verification, and one of the comments we received on
the discussion draft said that the requirenent to
redeem and reconcile a pull tab and then deface it
isn't possible to do by the nachine, so we've anended
this to allow kiosks to redeem and reconcil e pul
tabs without defacing themas |ong as those pull tabs
are secured and di sposed of fromthe nmachine in
accordance with TGRA policy and procedure, and we've

al so anended the kiosk definition to clarify that it
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may be capabl e of redeem ng and reconciling pul
t abs.

543.10, MCS for card ganes. This requires
the TGRA's to review and approve the cancell ation and
renmoval procedures for cards, and it continues the
standard that no adm nistrative or overhead fees may
be taken from player pool funds.

We did receive one comment that supervision
section may not provide for adequate supervision of
the card room W request additional comrents on
this. In this case, the comment was referring to the
supervi sion section which requires the -- if a
supervisor is serving as a deal er, then soneone from
anot her departnent nay resol ve any di sputes arising
in the card room and the commenter was concerned
that that may not allow for adequate supervision of
the card roomif the card room supervisor is a dealer
doing other activities. So we requested comrent on
t hat .

543.12, the MCS for gam ng pronotions and
pl ayer tracking. The gam ng pronotion standards are
limted here to those pronotions that require gane
play to participate, and as we explained in the
preanble for this section, it doesn't apply to

pronoti ons such as door prize tunblers where
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participants may enter sinply by dropping a free card
into a drum It requires gane play to becone
eligible for the prize. And player tracking systens
are al so covered under this section.

And 543.13, the MCS for conplinentary
services and itens. Here, this section requires the
TGRA and/ or the operation to establish specific
controls and procedures regarding conps, and it al so
requires the TGRA to establish the threshold for
recordi ng those comments.

543.14, the MCS for patron deposit accounts
of cashless systens. As it was in the discussion
draft, we renoved all reference to unrestricted
pl ayer accounts because it conflicts with the Bank
Secrecy Act.

And 543.15, the MCS for the lines of |ines
of credit. This obviously involved establishnent of
| i nes of credit, and we've received sone comment t hat
this provision my not be necessary, and we've noted
In consultations several tribes have told us that
they do issue lines of credit. Oher tribes have
said that they're considering issuing lines of credit
in the future, so we invite coment on why this
section may not be necessary.

543.17 is the MCS for the drop and count.
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This has been sinplified, and there is nore TGRA
operation discretion. However, drop and count is a
very procedural section just by its very nature.

543.18, the MCS for cage, vault, cash, cash
equi val ents and ki osks. Here we've added in the
section on kiosks, and we've al so added that any cage
i ncrease or decrease of 100 dollars or nore nust be
verified, docunented and recorded. This is the same
as it was in the discussion draft. And also,
pronotional paynents of one hundred dollars or nore
must be docunent ed.

In 543.20, the MCS for information
technology and I T data, nost of these topics were
adopted fromthe TAC, and you see the list up there.
"Il just highlight a few. They include the Cass I
gam ng systens and physical controls, |ogical
security, user controls, renote access, data backups
and software downl oads. In the software downl oad
section, that's the part that was taken fromthe
techni cal standards because we determned that it's
really control standard rather than a technica
requi rement, so you'll see it there inthe IT
secti on.

We al so added a definition of "systeni in

the I T section, and this distinguishes this use of
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the word "system’ fromthe Cass Il gam ng systens
termthat we used throughout the docunment, and this
was based on public comments.

543.21, the MCS for surveillance. This
requires caneras with sufficient clarity for the
count room the card tables and the cage and vault,
and it also requires that for Cass |l gam ng
systens, surveillance nust include the jackpot neter.

Now i n response to public comment, the
di scussion draft had al so required surveillance of
t he Bingo server, and after we received public
comment on that discussion draft, we revised the
proposed rule to termnate that surveillance of the
Bi ngo server is not necessary because the physical
and logical controls in the IT section are adequate
to control against any risk there. And, of course,
If the TGRA decides to require additiona
surveillance of the Bingo server, they can certainly
do that if they deemthat's appropriate.

The conmmi ssion invites conments here on
whet her the one-year retention period for
surveillance footage is appropriate. | want to
clarify here that the normal retention period for
surveillance is seven days, but in the case where

there's been a detention by security personnel,
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there's suspicious activity or there's a suspected
crime, the MCS require that footage to be retained
for one year, and there's been a conment that that
may be too |long, so we request conmment on what's
appropriate for your operation. And this section

al so requires the TGRA approve procedures for
reporting suspected crines and suspicious activities.

We noticed that there was a requirenent to
retain the footage but nothing that explained what
you do with that footage when you retain it, so this
requires the TGRA to conme up with a policy.

MR. LONG Quick question. Wendell Long.

Are we tal king about just gam ng crines
or --

M5. WARD: According to MCS, it says
"suspected crines," so presunmably that could include
muggi ngs, any nunber of crinmes, not just gam ng.

MR, LITTLE: 1t'd be helpful in any coments
the tribe wants to submt is do we need to define
what suspected crine, suspicious activity is, so just
for your thoughts.

M5. WARD: And | want to clarify. There was
al so a question in an earlier consultation about sone
suspicious activity and the comment in reference to

t he Bank Secrecy Act because it specifically fines
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what suspicious activity is there and is
clarification. W don't intend to limt this
"suspicious activity" definition to just what's in

t he Bank Secrecy Act. This could include a nunber of
t hi ngs.

MR, LONG Although |I wouldn't agree with
specifically fines, but --

M5. WARD: 543.23, the MCS for audit and
accounting, and this takes the annual requirenents
fromthe TAC reconmendati on.

And 543.24, the MCS for revenue audit.

Thi s has been separated out from audit and

accounting, and it specifies the frequency of each
testing procedure, and the ganme section, whether

Bi ngo, pull tabs and card ganes, those adopt the TGAG
gui dance, and you'll also see in the MCS on revenue,
audit, audit and accounting, this changes here from

t he discussion draft. They reflect that Bingo has
been nmerged into the single section.

And we went through that pretty quickly, but
i f you have any specific questions or coments, we'll
open the fl oor.

MR BERG@ N H. [I'mPatrick Bergin with
Frederi cks Peebl es & Mrgan.

Just going back to the patron deposits and
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cashl ess systens, Jennifer, California is considering
state, intrastate Internet gane. It wouldn't be
really travel gamng, it's nore stated regul ated
gam ng, but if that were to becone law in California,
do you think that the patron deposit section would
precl ude custonmers fromone part of the state from
playing in a cashless systemwith the tribe, say, in
the southern part of the state without having to
appear to set up that deposit account? | guess what
I"mtrying to say is if sonebody in Sacranento wants
to play, | would call Southern California w thout
goi ng down there to open an account and do it online.
Do you think that section would prevent them from
openi ng an account with a casi no online?

M5. WARD: That's a good question.

M ke, do you --

MR. ROBERTS: This is Larry Roberts.

| think it is a good question. | think it's
sonething that's hard to provide a thoughtfu
response to, but if it's something that the tribe
wants to submt to us, we'll definitely take a | ook
at .

MR, HOENIG  (Obviously, these are just
Class Il MCS, so we'll be happy to take a | ook at

it. It's in the record here now, so we'll respond.
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MR BERG@ N. | guess a follow up question
woul d be do you think the Class Il ganmes would apply
to state-regul ated online poker?

MR, ROBERTS:. | don't know.

MR BERG N | don't either. That's why I'm
asking. GCkay. Thank you.

MR LITTLE: Next comrent on Part 5437

We can go back and start asking sone
questions, if folks would Iike that, or want to make
sure everybody's given an adequate opportunity to
make some conmments.

W tal ked about -- actually, | don't think I
menti oned earlier the coment period ends July 31st.
| need to make the comment that there's been a
request to extend that review ng, no decision yet.

So there is sone tine to submt comments. |If you
think of things after you | eave here today and you
want to send themin, they can be submtted online,
fax or maiiled to us. Then all that information is, |
think, on the next slide. Here you go. GCkay. So if
you want to send them we do post all of the

subm tted comrents on our website at nigc.gov, so if
you want to -- we have all the discussion draft
comments up there right now and a couple of the

comments that have been already submtted for the
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Noti ce of Proposed Rule for 547 and 543.

M5. STEVENS: This is Tracie Stevens.

| also want to add questions to that as
well. Certainly if you have comments, submt them
but we al so understand that nmany of you are here on
behal f of your tribe or a client. |If something cones
up as you go back and talk to your representatives
fromthe tribe and you have a question, we do feel
questions and all of this contact information are
ways that you can ask questions, too, if you think of
sonet hing after you | eave here.

kay. |If there are no questions or other
comrents at this tine, | do encourage you to read
t hrough these. As Dan said previously in the
openi ng, we have received -- on the discussion draft,
we did receive substantive comments on how t hese
woul d apply to your specific tribe, facility or your
gam ng conm ssion, and we | ook forward to nore of
that. As is our responsibility, we had to be m ndf ul
of all of the tribes across the country and how we
can best fit the needs of all tribes and neet our
responsibilities as the federal regulators, so we
| ook forward to your conments. | appreciate
everybody com ng out.

Do you have any cl osing thoughts, Dan?
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Ckay. Relay what he just said to ne.

Pl ease read the preanble of the Federa
Regi ster Notice. That's where the questions that we
pose are, you know, certainly in this process, and
" mglad that Nancy recogni zed that we're trying to
be as thoughtful and deliberate as we can be about
this. You know, answering -- those questions were
borne of this process, and we really would like to
get as nuch information as we can as we nove forward.
As -- you know, this process, as long as it has been,
| think it denonstrates our conmtnent to being as
t houghtful to our decision making process as we can
and inclusive of tribes' comrents and how t hese work
on the ground. Noting that, there are currently regs
on the books right now that have been post poned.
They were put out in 2008, and they're there, and
we've put themon hold while this conm ssion cane in.
We received a ot of coments fromtribes that, you
know, those are outdated -- as of the tine that this
new conm ssion canme in, those were outdated, and so
this is part of that process of review ng updated

version and the possibility of an updated version of

Cass Il mnimuminternal control standards, so with
that in mnd, | nmean that as a backdrop, this has
been an unresolved -- or unfinished, | should say --
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regul atory issue for tribes going back to -- | want
to say 2005 or '6, and so in knowi ng -- having cone
froma tribe, having that uncertainty out there nakes
it a challenge for the operations and for the
regul atory bodies to progress as technol ogy changes,
and we do want to finalize these at sone point so
that tribes are able to nove on and have certainty
rather than operating in the past with regul ations
that may not be suitable for today's gam ng, so |
just always like to rem nd everybody that that's sort
of the backdrop of what we're dealing with here, and
your comments on how these will affect your
particul ar operation are very hel pful, so please do
read the preanble about the registered notice. |If
you have any questions, feel free to contact us.
Pl ease provide your witten coments.

And | do want to thank everybody for com ng
out today and wi sh you all safe travels back hone.

So thank you.
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REPORTER S CERTI FI CATE

| certify that the foregoing
proceedings in the within-entitled cause were
reported at the tine and place therein naned; that
sai d proceedings were reported by ne, a duly
Certified Shorthand Reporter of the State of
California, and were thereafter transcribed into
typewiting.

| further certify that I am not of
counsel or attorney for either or any of the parties
to said cause of action, nor in any way interested in
t he outcone of the cause naned in said cause of
action.

I N WTNESS WHEREOF, | have hereunto
day of , 2011.

set ny hand this

CARRI E PEDERSON

Certified Shorthand Reporter
State of California
Certificate No. 4373
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