United States Department of the Interior

OFFICE OF THE SECRETARY
Washington, D.C. 20240

MAY -5 2000

The Honorable Richard Milanovich

Chairman, Agua Caliente Band of Cahuilla
Indians of the Agua Caliente Indian Reservation

600 East Tahquitz Canyon Way

Palm Springs, California 92262

Dear Chairman Milanovich:

On March 23, 2000, we received the Tribal-State Compact between the State of
California (State) and Agua Caliente Band of Cahuilla Indians of the Agua Caliente
Indian Reservation (Tribe), dated September 14, 1999. We have completed our review
of this Compact and conclude that it does not violate the Indian Gaming Regulatory
Act of 1988 (IGRA), Federal law, or our trust responsibility. Therefore, pursuant to
delegated authority and Section 11 of IGRA, we approve the Compact. The Compact
shall take effect when the notice of our approval, pursuant to Section 11 (d)(3)(B) of
IGRA, 25 U.S.C. § 2710(d)(3)(B), is published in the FEDERAL REGISTER.

Section 11(d)(1) of IGRA, 25 U.S.C. § 2710(d)(1), permits Class Ill gaming activities
on Indian lands if the activities are “located in a State that permits such gaming for
any purpose by any person, organization, or entity.” If Class lll gaming activities are
permitted for any Indian tribe in the State, those activities come within the plain
meaning of IGRA as activities permitted “by any person, organization, or entity.”

As you know, on March 7, Californians amended their state’s constitution to permit
the Governor to compact with Indian tribes, subject to ratification by the State
Legislature. The compacts authorized by the constitutional amendment would permit
slot machines, lottery games, and banking and percentage card games to be conducted
on tribal lands. The Governor had previously signed and the Legislature had approved
this compact which gives the Tribe, along with other California Indian tribes, the
exclusive right to conduct Class lll gaming as authorized by the State’s constitutional
amendment.

The Governor can, consistent with the State’s amended Constitution, conclude a
compact giving an Indian tribe, along with other California Indian tribes, the exclusive
right to conduct certain types of Class Ill gaming. This exercise of state authority in
no way violates the equal protection provisions of the United States Constitution. As
the Supreme Court has noted:



On numerous occasions this Court specifically has upheld legislation that
singles out Indians for particular and special treatment... This unique legal
status is of long standing...and its sources are diverse... As long as the
special treatment can be tied rationally to the fulfililment of Congress' unique
obligation toward the Indians, such legislative judgments will not be
disturbed. (Citations omitted.)

Morton v. Mancari, 417 U.S. 535, 555-56 (1974); see also, Washington v. Confederated
Bands and Tribes of the Yakima Indian Nation, 439 U.S. 463, 500-501 (1979)(state
statute in response to a federal measure did not violate Equal Protection Clause of the
Fourteenth Amendment); cf., Rice v. Cayetano, ___U.S.__, 120 S.Ct. 1044 (2000)(while
finding that a state scheme limiting voting to Hawaiians of a particular ancestry violated
the Fifteenth Amendment, the Court nevertheless reaffirmed the validity of special
legislation for Indians).

The IGRA is unique legislation. It was enacted in the wake of the Supreme Court’s
decision in California v. Cabazon Band of Mission Indians, 480 U.S. 202 (1987), which
concluded that California had no civil, regulatory authority over gaming on Indian lands.
The IGRA represents a comprehensive, preemptive legislative judgment by the Congress
of the United States in the exercise of its plenary power over Indians to reconcile the
interests of the tribes, the states and the Federal government. The compact provision
which gives the Tribe, along with other tribes in the State, the exclusive right to conduct
limited forms of Class lll gaming on Indian lands, is consistent with the IGRA, within the
scope of plenary power of Congress over Indian affairs, and does not violate the United
States Constitution.

Please note that Minimum Internal Control Standards must be in accordance with the
National Indian Gaming Commission’s (NIGC) regulations, set forth in 25 CFR Part 542.

Notwithstanding our approval of the Compact, Section 11(d){1) of IGRA, 25 U.S.C. §
+2710(d)(1), requires that tribal gaming ordinances be approved by the Chairman of the
NIGC. Regulations governing approval of Class Il and Class Ill gaming ordinances are
found in 25 CFR §8§ 501.1-577.15 (1999). Pursuant to IGRA and the regulations, even
previously existing gaming ordinances must be submitted to the NIGC for approval when
requested by the Chairman. The Tribe may want to contact the NIGC at (202) 632-7003
for further information to determine when and how to submit the ordinance for approval
by the NIGC.

If the Tribe enters into a management contract for the operation and management of the
Tribe's gaming facility, the contract must likewise be submitted to, and approved by the
Chairman of the NIGC pursuant to Section 11(d)}(9) of IGRA, 25 U.S.C. § 2710(d)(9) and
“the NIGC's regulations governing management contracts. The Tribe may want to contact
the NIGC for information on submitting the management contract for approval by the
NIGC.



In addition, we note that the Compact includes a reference to the sale of alcoholic
beverages. The possession or sale of liquor in Indian Country is a violation of Federal
criminal laws (18 U.S.C. § 1154) unless it is done in accordance with an ordinance
certified by the Secretary and published in the FEDERAL REGISTER (18 U.S.C. § 1161).
If the Tribe does not have a certified liquor ordinance, Secretarial certification of such an
ordinance must be obtained and published prior to the selling of liquor in Indian Country.
The Tribe may want to contact the Pacific Region for assistance and information on the
requirements for certification of the ordinance.

We wish the Tribe and the State success in their economic venture.

Sincerely,

retary - Indian Affairs

Enclosure
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TRIBAL-STATE GAMING COMPACT
Between the AGUA CALIENTE BAND OF CAHUILLA INDIANS, a federally
recognized Indian Tribe, '
and the
STATE OF CALIFORNIA

This  Tribal-State  Gaming Compact is entered into on a
government-to-government basis by and between the Agua Caliente Band of Cahuilla
Indians, a federally-recognized sovereign Indian tribe (hereafter "Tribe"), and the State
of California, a sovereign State of the United States (hereafter "State"), pursuant to the
Indian Gaming Regulatory Act of 1988 @®.L. 100-497, codified at 18 U.S.C. Sec. 1166

et seq: and 25 U.S.C. Sec. 2701 et seq.) (hereafter "IGRA"), and any successor statute
-or amendments.

PREAMBLE

A. In 1988, Congress enacted IGRA as the federal statute governing Indian
gaming in the United States. The purposes of IGRA are to provide a statutory basis
for the operation of gaming by Indian tribes as a means of promoting tribal economic
development, self-sufficiency, and strong tribal governments; to provide a statutory
basis for regulation of Indian gaming adequate to shield it from organized crime and
other corrupting influences; to ensure that the Indian tribe is the primary beneficiary
of the gaming operation; to ensure that gaming is conducted fairly and honestly by
both the operator and players; and to declare that the establishment of an independent
federal regulatory authority for gaming on Indian lands, federal standards for gaming
on Indian lands, and a National Indian Gaming Commission are necessary to meet
. congressional concerns.

B.  The system of regulation of Indian gaming fashioned by Congress in
IGRA rests on an allocation of regulatory jurisdiction among the three sovereigns
involved: the federal government, the state in which a tribe has land, and the tribe
itself. IGRA makes Class III gaming activities lawful on the lands of federally-
recognized Indian tribes only if such activities are: (1) authorized by a tribal
ordinance, (2) located in a state that permits such gaming for any purpose by any
person, organization or entity, and (3) conducted in conformity with a gaming compact

entered into between the Indian tribe and the state and approved by the Secretary of
the Interior. 4



C.  The Tribe is currently operating a tribal gaming casino offering Class I1I
gaming activities on its land. On September 1, 1999, the largest number of Gaming
Devices operated by the Tribe was 1153.

D.  The State enters into this Compact out of respect for the sovereignty of
the Tribe; in recognition of the historical fact that Indian gaming has become the
single largest revenue-producing activity for Indian tribes in the United States; out of
a desire to terminate pending “bad faith” litigation between the Tribe and the State; to
initiate a new era of tribal-state cooperation in areas of mutual concern; out of a
respect for the sentiment of the voters of California who, in approving Proposition 5,
expressed their belief that the forms of gaming authorized herein should be allowed:;
and in anticipation of voter approval of SCA 11 as passed by the California legislature.

E.  The exclusive rights that Indian tribes in California, including the Tribe,
will enjoy under this Compact create a unique opportunity for the Tribe to operate its
Gaming Facility in an economic environment free of competition from the Class III
gaming referred to in Section 4.0 of this Compact on non-Indian lands in California.

The parties are mindful that this unique environment is of great economic value to the
Tribe and the fact that income from Gaming Devices represents a substantial portion
of the tribes’ gaming revenues. In consideration for the exclusjve rights enjoyed by
the tribes, and in further consideration for the State’s willingness to enter into this
Compact, the tribes have agreed to provide to the State, on a sovereign-to-sovereign
basis, a portion of its revenue from Gaming Devices.

F.  The State has a legitimate interest in promoting the purposes of IGRA for
all federally-recognized Indian tribes in California, whether gaming or non-gaming.
The State contends that it has an equally legitimate sovereign interest in regulating the
growth of Class III gaming activities in California. The Tribe and the State share a
joint sovereign interest in ensuring that tribal gaming activities are free from criminal .
and other undesirable elements. '

Section 1.0. PURPOSES AND OBJECTIVES.

The terms of this Gaming Compact are designed and intended to:



(a) Evidence the goodwill and cooperation of the Tribe and State in fostering
a mutually respectful government-to-government relationship that willserve the
mutual interests of the parties.

- (b) Develop and implement a means of regulating Class III gaming, and only
Class IIIT gaming, on the Tribe's Indian lands to ensure its fair and honest operation in
accordance with IGRA, and through that regulated Class III gaming, enable the Tribe
to develop self-sufficiency, promote tribal economic development, and generate jobs
and revenues to support the Tribe's government and governmental services and

programs. |
| (c) Promote ethical practices in conjunction with that gaming, through the
licensing and control of persons and entities employed in, or providing goods and
services to, the Tribe's Gaming Operation and protecting against the presence or
participation of persons whose criminal backgrounds, reputations, character, or
associations make them unsuitable for participation in gaming, thereby maintaining
a high level of integrity in tribal government gaming.

Sec. 2.0. DEFINITIONS.

Sec. 2.1. "Applicant" means an individual or entity that applies for a Tribal
license or State certification.

Sec. 2.2. “Association” means an association of California tribal and state
gaming regulators, the membership of which comprises up to two representatives from
each tribal gaming agency of those tribes with whom the State has a gaming compact
under IGRA, and up to two delegates each from the state Division of Gambling
Control and the state Gambling Control Commission.

Sec. 2.3. "Class III gaming" means the forms of Class III gaming defined as
such in 25 U.S.C. Sec. 2703(8) and by regulations of the National Indian Gaming
Commission. .

Sec. 2.4. "Gaming Activities" means the Class III gaming activities authorized
under this Gaming Compact.

Sec. 2.5. "Gaming Compact" or “Compact” means this compact.

Sec. 2.6. "Gaming Device" means a slot machine, including an elect
electromechanical, electrical, or video device that, for consideration, r
individual play with or against that device or the participation in any ¢
electromechanical, electrical, or video system to which that device is cor
playing of games thereon or therewith, including, but not limited to,
facsimiles of games of chance or skill; the possible delivery of, or e’
player to, a prize or something of value as a result of the applicatir



chance; and a method for viewing the outcome, prize won, and other information
regarding the playing of games thereon or therewith.

Sec. 2.7. "Gaming Employee" means any person who (a) operates, maintains,
repairs, assists in any Class III gaming activity, or is in any way responsible for
supervising such gaming activities or persons who conduct, operate, account for, or
supervise any such gaming activity, (b) is in a category under federal or tribal gaming
law requiring licensing, (c) is an employee of the Tribal Gaming Agency with access
to confidential information, or (d) is a person whose employment duties require or
authorize access to areas of the Gaming Facility that are not open to the public.

Sec. 2.8. "Gaming Facility" or “F acility” means any building in which Class III
gaming activities. or gaming operations occur, or in which the business records,
receipts, or other funds of the gaming operation are maintained (but excluding offsite
facilities primarily dedicated to storage of those records, and financial institutions),
-and all rooms, buildings, and areas, including parking lots and walkways, a principal
purpose of which is to serve the activities of the Gaming Operation, provided that
nothing herein prevents the conduct of Class II gaming (as defined under IGRA)
therein.

Sec. 2.9. "Gaming Operation" means the business enterprise that offers and
operates Class III Gaming Activities, whether exclusively or otherwise.

Sec. 2.10. "Gaming Ordinance" means a tribal ordinance or resolution duly
authorizing the conduct of Class III Gaming Activities on the Tribe's Indian lands and
approved under IGRA. .

Sec. 2.11. "Gaming Resources" means any goods or services provided or used
in connection with Class III Gaming Activities, whether exclusively or otherwise,
including, but not limited to, equipment, furniture, gambling devices and ancillary
equipment, implements of gaming activities such as playing cards and dice, furniture
designed primarily for Class III gaming activities, maintenance or security equipment
and services, and Class III gaming consulting services. "Gaming Resources" does not
include professional accounting and legal services.

Sec. 2.12. "Gaming Resource Supplier" means any person or entity who,
directly or indirectly, manufactures, distributes, supplies, vends, leases, or otherwise
purveys Gaming Resources to the Gaming Operation or Gaming Facility, provided
that the Tribal Gaming Agency may exclude a purveyor of equipment or furniture that
is not specifically designed for, and is distributed generally for use other than in
connection with, Gaming Activities, if the purveyor is not otherwise a Gaming
Resource Supplier as described by of Section 6.4.5, the compensation received by the



purveyor is not grossly disproportionate to the value of the goods or services provided,
and the purveyor is not otherwise a person who exercises a significant influence over
the Gambling Operation.

Sec. 2.13. "IGRA" means the Indian Gaming Regulatory Act of 1988 (P.L.
100-497, 18 U.S.C. Sec. 1166 et seq. and 25 U.S.C. Sec. 2701 et seq.) any
amendments thereto, and all regulations promulgated thereunder.

Sec. 2.14. "Management Contractor" means any Gaming Resource Supplier
with whom the Tribe has contracted for the management of any Gaming Activity or
Gaming Facility, including, but not limited to, any person who would be regarded as
a management contractor under IGRA.

Sec. 2.15. “Net Win” means “net win” as defined by American Institute of
Certified Public Accountants.

Sec. 2.16. “NIGC” means the National Indian Gaming Commission.

Sec. 2.17. "State" means the State of California or an authorized official or
agency thereof. :

Sec. 2.18. "State Gaming Agency" means the entities authorized to investigate,
. approve, and regulate gaming licenses pursuant to the Gambling Control Act (Chapter
5 (commencing with Section 19800) of Division 8 of the Business and Professions
Code).

Sec. 2.19. "Tribal Chairperson" means the person duly elected or selected under
the Tribe's organic documents, customs, or traditions to serve as the primary
spokesperson for the Tribe.

Sec. 2.20. "Tribal Gaming Agency" means the person, agency, board,
committee, commission, or council designated under tribal law, including, but not
limited to, an intertribal gaming regulatory agency approved to fulfill those functions
by the National Indian Gaming Commission, as primarily responsible for carrying out
the Tribe's regulatory responsibilities under IGRA and the Tribal Gaming Ordinance.
No person employed in, or in connection with, the management, supervision, or
conduct of any gaming activity may be a member or employee of the Tribal Gaming
Agency.

Sec. 2.21. "Tribe" means the Agua Caliente Band of Cahuilla Indians, a
federally-recognized Indian tribe, or an authorized official or agency thereof.

Sec. 3.0 CLASS Il GAMING AUTHORIZED AND PERMITTED. The Tribe
is hereby authorized and permitted to engage in only the Class III Gaming Activities
expressly referred to in Section 4.0 and shall not engage in Class III gaming that is not
expressly authorized in that Section.



Sec. 4.0. SCOPE OF CLASS III GAMING.

Sec. 4.1. Authorized and Permitted Class III gaming. The Tribe is hereby
authorized and permitted to operate the following Gaming Activities under the terms
and conditions set forth in this Gaming Compact: '

(@) The operation of Gaming Devices.

(b) Any banking or percentage card game.

(c) The operation of any devices or games that are authorized under state law
to the California State Lottery, provided that the Tribe will not offer such games
through use of the Internet unless others in the state are permitted to do so under state
and federal law.

(¢) Nothing herein shall be construed to preclude negotiation of a separate
compact governing the conduct of off-track wagering at the Tribe’s Gaming Facility.

" Sec. 4.2. Authorized Gaming Facilities. The Tribe may establish and operate
not more than two Gaming Facilities, and only on those Indian lands on which gaming
may lawfully be conducted under the Indian Gaming Regulatory Act. The Tribe may
combine and operate in each Gaming F acility any forms and kinds of gaming
permitted under law, except to the extent limited under IGRA, this Compact, or the
Tribe's Gaming Ordinance.

Sec.43.  Sec. 4.3. Authorized number of Gaming Devices

Sec. 4.3.1 The Tribe may operate no more Gaming Devices than the larger of
the following: |

(2) A number of terminals equal to the number of Gaming Devices operated by
the Tribe on September 1, 1999; or

(b) Three hundred fifty (350) Gaming Devices.

Sec. 4.3.2. Revenue Sharing with Non-Gaming Tribes.

(a) For the purposes of this Section 4.3.2 and Section 5 .0, the following
. definitions apply:

(1) A “Compact Tribe” is a tribe having a compact with the State that authorizes
the Gaming Activities authorized by this Compact. Federally-recognized tribes that
are operating fewer than 350 Gaming Devices are “Non-Compact Tribes.” Non-
Compact Tribes shall be deemed third party beneficiaries of this and other compacts
identical in all material respects. A Compact Tribe that becomes a Non-Compact
Tribe may not thereafter return to the status of a Compact Tribe for a period of two
years becoming a Non-Compact Tribe.



(ii) The Revenue Sharing Trust Fund is a fund created.by the Legislature and
administered by the California Gambling Control Commission, as Trustee, for the
receipt, deposit, and distribution of monies paid pursuant to this Section 4.3.2.

(iii) The Special Distribution Fund is a fund created by the Legislature for the
receipt, deposit, and distribution of monies paid pursuant to Section 5.0.

Sec. 4.3.2.1. Revenue Sharing Trust Fund.

(a) The Tribe agrees with all other Compact Tribes that are parties to compacts
having this Section 4.3.2, that each Non-Compact Tribe in the State shall receive the
sum of $1.1 million per year. In the event there are insufficient monies in the Revenue
Sharing Trust Fund to pay $1.1 million per year to each Non-Compact Tribe, any
available monies in that Fund shall be distributed to Non-Compact Tribes in equal
shares. Monies in excess of the amount necessary to $1.1 million to each Non-
Compact Tribe shall remain in the Revenue Sharing Trust Fund available for
disbursement in future years.

(b) Payments made to Non-Compact Tribes shall be made quarterly and in
equal shares out of the Revenue Sharing Trust Fund. The Commission shall serve as
the trustee of the fund. The Commission shall have no discretion with respect to the
use or disbursement of the trust funds. Its sole authority shall be to serve as a
depository of the trust funds and to disburse them on a quarterly basis to Non-Compact
Tribes. In no event shall the State’s General Fund be obligated to make up any
shortfall or pay any unpaid claims.

Sec. 4.3.2.2. Allocation of Licenses.

(a) The Tribe, along with all other Compact Tribes, may acquire licenses to use
Gaming Devices in excess of the number they are authorized to use under Sec. 4.3.1,
but in no event may the Tribe operate more than 2,000 Gaming Devices, on the
following terms, conditions, and priorities:

(1). The maximum number of machines that all Compact Tribes in the
aggregate may license pursuant to this Section shall be a sum equal to 350 multiplied
by the number of Non-Compact tribes as of September 1, 1999, plus the difference
between 350 and the lesser number authorized under Section 4.3.1.

(2) The Tribe may acquire and maintain a license to operate a Gaming Device
by paying into the Revenue Sharing Trust Fund, on a quarterly basis, in the following
amounts:



Number of Licensed Devices Fee Per Device Per Annum

1-350 $0

351-750 - $900
751-1250 $1950
1251-2000 $4350

(3) Licenses to use Gaming Devices shall be awarded as follows:

(i) First, Compact Tribes with no Existing Devices (i.e., the number of Gaming
Devices operated by a Compact Tribe as of September 1, 1999) may draw up to 150
licenses for a total of 500 Gaming Devices;

(i1) Next, Compact Tribes authorized under Section 4.3.1 to operate up to and
including 500 Gaming Devices as of September 1, 1999 (including tribes, if any, that
have acquired licenses through subparagraph (i)), may draw up to an additional 500
licenses, to a total of 1000 Gaming Devices;

(ii1) Next, Compact Tribes operating between 501 and 1000 Gaming Devices
as of September 1, 1999 (including tribes, if any, that have acquired licenses through
subparagraph (ii)), shall be entitled to draw up to an additional 750 Gaming Devices;

(iv) Next, Compact Tribes authorized to operate up to and including 1500
gaming devices (including tribes, if any, that have acquired licenses through
subparagraph (iii)), shall be entitled to draw up to an additional 500 licenses, for a total
authorization to operate up to 2000 gaming devices.

(v) Next, Compact Tribes authorized to operate more than 1500 gaming devices
(including tribes, if any, that have acquired licenses through subparagraph (iv)), shall
be entitled to draw additional licenses up to a total authorization to operate up to 2000

gaming devices. .

(vi). After the first round of draws, a second and subsequent round(s) shall be
conducted utilizing the same order of priority as set forth above. Rounds shall
continue until tribes cease making draws, at which time draws will be discontinued for
one month or until the Trustee is notified that a tribe desires to acquire a license,
whichever last occurs. '



(e) As a condition of acquiring licenses to operate Gaming Devices, a non-
refundable one-time pre-payment fee shall be required in the amount of $1,250 per
Gaming Device being licensed, which fees shall be deposited in the Revenue Sharing
Trust Fund. The license for any Gaming Device shall be canceled if the Gaming
Device authorized by the license is not in commercial operation within twelve months .
of issuance of the license.

Sec. 4.3.2.3. The Tribe shall not conduct any Gaming Activity authorized by
this Compact if the Tribe is more than two quarterly contributions in arrears in its
license fee payments to the Revenue Sharing Trust Fund.

Sec. 4.3.3. Ifrequested to do so by either party after March 7, 2003, but not
later than March 31, 2003, the parties will promptly commence negotiations in good
faith with the Tribe concerning any matters encompassed by Sections 4.3.1 and
Section 4.3.2, and their subsections.

SEC. 5.0 REVENUE DISTRIBUTION

Sec. 5.1. (a) The Tribe shall make contributions to the Special Distribution
Fund created by the Legislature, in accordance with the following schedule, but only

with respect to the number of Gaming Devices operated by the Tribe on September
1, 1999:

Number of Terminals in Quarterly | Percent of Average Gaming Device

Device Base Net Win '
1-200 ' 0%
201-500 7%
‘ 7% applied to the excess over 200
501 -1000 terminals, up to 500 terminals, plus

10% applied to terminals over 500
terminals, up to 1000 terminals.

1000+ 7% applied to excess over 200, up to
500 terminals, plus 10% applied to
terminals over 500, up to 1000
terminals, plus 13% applied to the
excess above 1000 terminals.




" (b) The first transfer to the Special Distribution Fund of its share of the gaming
revenue shall made at the conclusion of the first calendar quarter following the second
anniversary date of the effective date of this Compact.

Sec. 5.2. Use of funds. The State’s share of the Gaming Device revenue shall
be placed in the Special Distribution Fund, available for appropriation by the
Legislature for the following purposes: (a) grants, including any administrative costs,
for programs designed to address gambling addiction; (b) grants, including any
administrative costs, for the support of state and local government agencies impacted
by tribal government gaming; (c) compensation for regulatory costs incurred by the
State Gaming Agency and the state Department of Justice in connection with the
implementation and administration of the Compact; (d) payment of shortfalls that may
occur in the Revenue Sharing Trust Fund; and (¢) any other purposes specified by the
Legislature. It is the intent of the parties that Compact Tribes will be consulted in the
process of identifying purposes for grants made to local governments.

Sec. 5.3. (a) The quarterly contributions due under Section 5.1 shall be
_ determined and made not later than the thirtieth (30™) day following the end of each
calendar quarter by first determining the total number of all Gaming Devices operated
by a Tribe during a given quarter ("Quarterly Device Base"). The “Average Device
Net Win” is calculated by dividing the total Net Win from all terminals during the
quarter by the Quarterly Terminal Base.

(b) Any quarterly contribution not paid on or before the date on which such
amount is due shall be deemed overdue. If any quarterly contribution under Section
5.1 is overdue to the Special Distribution Fund, the Tribe shall pay to the Special
Distribution Fund, in addition to the overdue quarterly contribution, interest on such
amount from the date the quarterly contribution was due until the date such quarterly
contribution (together with interest thereon) was actually paid at the rate of 1.0% per
month or the maximum rate permitted by state law, whichever is less. Entitlement to
such interest shall be in addition to any other remedies the State may have.

(c) At the time each quarterly contribution is made, the Tribe shall submit to the
State a report (the “Quarterly Contribution Report”) certified by an authorized
representative of the Tribe reflecting the Quarterly Device Base, the Net Win from all
terminals in the Quarterly Device Base (broken down by Gaming Device), and the
Average Device Net Win.

(d) If the State causes an audit to be made pursuant to subdivision (c), and the
Average Device Net Win for any quarter as reflected on such quarter’s Quarterly

10



Contribution Reports is found to be understated, the State will promptly notify the
Tribe, and the Tribe will either accept the difference or provide a reconciliation
satisfactory to the State. If the Tribe accepts the difference or does not provide a
reconciliation satisfactory to the State, the Tribe must immediately pay the amount of
the resulting deficiencies in the quarterly contribution plus interest on such amounts
from the date they were due at the rate of 1.0% per month or the maximum rate
permitted by applicable law, whichever is less.

(e) The Tribe shall not conduct Class III gaming if more than two quarterly
contributions to the Special Distribution Fund are overdue.

Sec. 6.0. LICENSING. .

Sec. 6.1. Gaming Ordinance and Regulations. All Gaming Activities conducted
under this Gaming Compact shall, at a minimum, comply with a Gaming Ordinance

- duly adopted by the Tribe and approved in accordance with IGRA, and with all rules,
regulations, procedures, specifications, and standards duly adopted by the Tribal
Gaming Agency.

Sec. 6.2. Tribal Ownership, Management, and Control of Gaming Operation.The
Gaming Operations authorized under this Gaming Compact shall be owned solely by
the Tribe.

Sec. 6.3. Prohibition Regarding Minors. (a) Except as provided in subdivision (b),
the Tribe shall not permit persons under the age of 18 years to be present in any room
in which Class IIl Gaming Activities are being conducted unless the person is en-route
to a non-gaming area of the Gaming Facility.

(b) If the Tribe permits the consumption of alcoholic beverages in the Gaming
Facility, the Tribe shall prohibit persons under the age of 21 years from being present
in any area in which Class III gaming activities are being conducted and in which
alcoholic beverages may be consumed, to the extent required by the state Department

. of Alcoholic Beverage Control. '

Sec. 6.4. Licensing Requirements and Procedures.

Sec. 6.4.1. Summary of Licensing Principles. All persons in any way connected
with the Gaming Operation or Facility who are required to be licensed or to submit to
a background investigation under IGRA, and any others required to be licensed under
this Gaming Compact, including, but not limited to, all Gaming Employees and
Gaming Resource Suppliers, and any other person having a significant influence over
the Gaming Operation must be licensed by the Tribal Gaming Agency. The parties
intend that the licensing process provided for in this Gaming Compact shall involve

11



joint cooperation between the Tribal Gaming Agency and the State Gaming Agency,
as more particularly described herein.

Sec. 6.4.2. Gaming Facility. (a) The Gaming Facility authorized by this Gaming
Compact shall be licensed by the Tribal Gaming Agency in conformity with the
requirements of this Gaming Compact, the Tribal Gaming Ordinance, and IGRA. The
license shall be reviewed and renewed, if appropriate, every two years thereafter.
Verification that this requirement has been met shall be provided by the Tribe to the
State Gaming Agency every two years. The Tribal Gaming Agency's certification to
that effect shall be posted in a conspicuous and public place in the Gaming Facility at
all times.

(b) In order to protect the health and safety of all Gaming Facility patrons, guests,
and employees, all Gaming Facilities of the Tribe constructed after the effective date
of this Gaming Compact, and all expansions or modifications to a Gaming Facility in
operation as of the effective date of this Compact, shall meet the building and safety
codes of the Tribe, which, as a condition for engaging in that construction, expansion,
modification, or renovation, shall amend its existing building and safety codes if .
necessary, or enact such codes if there are none, so that they meet the standards of
either the building and safety codes of any county within the boundaries of which the
site of the Facility is located, or the Uniform Building Codes, including all uniform
fire, plumbing, electrical, mechanical, and related codes then in effect provided that
nothing herein shall be deemed to confer jurisdiction upon any county or the State
with respect to any reference to such building and safety codes. Any such
construction, expansion or modification will also comply with the federal Americans
with Disabilities Act, P.L. 101-336, as amended, 42 U.S.C. § 12101 et seq.

(c) Any Gaming Facility in which gaming authorized by this Gaming Compact is
conducted shall be issued a certificate of occupancy by the Tribal Gaming Agency
prior to occupancy if it was not used for any Gaming Activities under IGRA prior to
the effective date of this Gaming Compact, or, if it was so used, within one year
thereafter. The issuance of this certificate shall be reviewed for continuing compliance
every two years thereafter. Inspections by qualified building and safety experts shall
be conducted under the direction of the Tribal Gaming Agency as the basis for issuing
any certificate hereunder. The Tribal Gaming Agency shall determine and certify that,
as to new construction or new use for gaming, the Facility meets the Tribe's building
and safety code, or, as to facilities or portions of facilities that were used for the
Tribe's Gaming Activities prior to this Gaming Compact, that the facility or portions
thereof do not endanger the health or safety of occupants or the integrity of the
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Gaming Operation. The Tribe will not offer Class III gaming in a Facility that is
constructed or maintained in a manner that endangers the health or safety of occupants:
or the integrity of the gaming operation.

(d) The State shall designate an agent or agents to be given reasonable notice of
each inspection by the Tribal Gaming Agency’s experts, which state agents may
accompany any such inspection. The Tribe agrees to correct any Gaming Facility
condition noted in an inspection that does not meet the standards set forth in
subdivisions (b) and (c). The Tribal Gaming Agency and the State’s designated agent
or agents shall exchange any reports of an inspection within 10 daysafter completion
- of the report, which reports shall also be separately and simultaneously forwarded by
both agencies to the Tribal Chairperson. Upon certification by the Tribal Gaming
Agency’s experts that a Gaming Facility meets applicable standards, the Tribal
Gaming Agency shall forward the experts' certification to the State within 10 days of
issuance. If the State’s agent objects to that certification, the Tribe shall make a good
faith effort to address the State's concerns, but if the State does not withdraw its
objection, the matter will be resolved in accordance with the dispute resolution
provisions of Section 9.0. ,

Sec. 6.4.3. Suitability Standard Regarding Gaming Licenses.(a) In reviewing 